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ABSTRACT

This study examines the factors contributing to fraud incidents and the coping
mechanisms employed to manage village funds within Indonesia's Village Fund System
(Sskeudes). It was raised due to the increasing number of cases of village fund misuse
reported by Indonesia Corruption Watch, which reveal persistent issues of integrity and
accountability in local financia governance. Drawing on the Fraud Diamond Theory,
which comprises four core dimensions (pressure, opportunity, rationalization, and
capability), this study integrated spiritual work ethic (SWE) as a moderating variable.
Further, it examined coping mechanisms as behavioral responses to fraud risk in the
digitized public finance environment. A quantitative research design was adopted,
utilizing Structura Equation Modeling - Partia Least Squares (SEM-PLS) through
SmartPLS version 3. Data were collected from village officias across 29 districts in
Centra Java Province, Indonesia, using a purposive sampling approach that involved
directly engaging Sskeudes operators and fund managers as respondents. Of the 500
guestionnaires distributed, 427 were €eligible for further analysis. The findings showed
that the four dimensions of the Fraud Diamond (pressure, opportunity, rationalization,
and capability) have a positive and significant influence on the occurrence of fraud
within the Sskeudes system. However, the moderating role of spiritual work ethics
revealed a more complex pattern of interaction. Furthermore, spirituaity significantly
weakens the association between rationalization and fraudulent behavior, indicating that
individuals with a stronger sense of spiritua ethics are less inclined to justify unethical
actions on moral grounds. In contrast, spirituality can strengthen the relationship
between capability and fraud, indicating amoral licensing effect where individuals with
greater skills and confidence may misuse their abilities when institutional control and
supervision are insufficient. The moderating effects of spirituality on the relationships
between pressure and opportunity and fraud were not statistically significant, implying
that spiritual values cannot aways counter external pressures or Situationa
opportunities that may encourage fraud incidents. These results imply that spirituality
plays a crucia yet selective role in mitigating tendencies towards fraud. While it
suppresses moral rationalization, it does not fully constrain the misuse of capabilitiesin
weak-governance contexts. This sudy further highlights that effective coping
mechanisms, such as reinforcing personal integrity, cultivating an ethical organizational
culture, and strengthening transparency, are vital strategies in reducing the risk of fraud
in rurd financia management. Theoretically, this study extends the Fraud Diamond
framework by incorporating spirituality as a contextual factor in public financia
governance. In practice, it helps policymakers and system developers enhance ethics-
based training, strengthen internal controls, and optimize technology-driven
accountability systems to promote more transparent and responsible village fund
management.
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CHAPTER 1
INTRODUCTION

1.1 Introduction

This study aims to examine the determinants of fraud in the village fund system
in Indonesia and to explore the coping mechanisms employed to address such incidents.
Chapter 1 introduces the study by outlining the background of the issue, followed by
the problem statement, research objectives, significance of the study, and itslimitations.
Chapter 2 presents a comprehensive literature review that covers key concepts,
including fraud, contributing factors, spiritual work ethics, and coping mechanisms.
Chapter 3 covers the development of research hypotheses, the theoretical framework,
and a concluding summary. Chapter 4 outlines the research methodology used in this
study. Chapter 5 presents the research findings, while Chapter 6 discusses and interprets
the results. Finally, Chapter 7 concludes the thesis with a summary of findings,

implications, limitations, and suggestions for future research.

1.2  Background of the Study

Indonesia is an archipelagic country that comprises severa levels of
government, ranging from the lowest, namely the rural village, to the highest, often
referred to as the national level. Hierarchically, the government structure in Indonesia
comprises five levels (Evans, 2020): the first level constitutes the national level led by
the President, the second level constitutes the Provincial level led by a Governor, the
third level constitutes Cities and districts led by a mayor and regency Chief, the fourth
level constitutes the Sub-districts led by a Sub-district Head, and thefifth level, namely
the Urban suburbs and Rural Villages, is led by a Suburb Head and village head.
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Led by Head of Sub-District (Lurah) Led by Head of Village (Kgpala Desa)

Figure 1.1 The Five Levels of Government in Indonesia

Figure 1.1 depicts the number of government administrative areas and islands
throughout Indonesia, which includes a total of 34 provinces, 416 districts, 98 cities,
7,266 districts, 8,506 urban suburbs, and 74,961 rura villages (Adwil, 2022). In
distributing and supervising budget allocations as well as addressing community needs,
the central government may not be able to manage al functions directly (Law No.
32/2004 Concerning Regional Administration, 2004). Moreover, village-level needs
fal under the authority of the village government. To ensure equity, the central
government delegates responsibilities to the village government (led by the Village
Head and staff), including the management of natural, human, and other resources that
support the welfare of the local community (Burhanuddin, 2024).

Village-based development makes a significant contribution to the country's
economy because the mgjority of Indonesians live in villages (Adwil, 2022). As such,
village development contributes to reducing poverty and inequality across regions,
serving as a spearhead of development and welfare improvement for Indonesian citizens
(Anam et al., 2023; Tegja, 2015). Based on Law No. 6/2014 on Village (2014), and



Government Regulation No. 8/2016 concerning Village Fund (2016) on village funds
source of the State Revenue and Expenditure Budget (APBN) after the passage of this
law, the village, which had previously been an object of development where it was not
involved in all processes, was employed as a subject of development, acting as an
executor who chose the course of development and village development independently.
In 2015, all regional leaders in Indonesia were required by the Ministry of
Home Affairs to increase their transparency, accountability, and participation in village
fund management to comply with Permendagri No. 113 of 2014. The Village Fund
Management Act was implemented in managing a village fund system by the Ministry
of Home Affairs together with the Financial and Development Supervisory Agency
(BPKP) to develop the village fund system, also known as Sskeudes (Irawan, 2018).
Sskeudes was developed to improve the quality of village financia governance in
accordance with the mandate of Regulation No. 6 of 2014 about Villages (BPK P, 2015).
Central Javais one of the provinces in Indonesia that has received the highest
amount of village funds from the central government. It is because the province has the
most significant number of rural villages in Indonesia; it consists of 29 regencies and
six cities, 576 sub-districts, and 8,562 rural villages (Central Bureau of Statistics in
Central Java, 2021). Besides, Central Java aso received the largest village fund
disbursement in Indonesia in 2020 (Dihni, 2022). The following figure shows the
amount of village funds that are spread across several regions of Indonesia in billions
of IDR:



10 Provinces with the Largest Amount of Village Funds 2022 in Billion
Rupiah

Aceh 4977.71
East Nusa Tenggara
South Sumatera
Lampung
South Sulawesi

Figure 1.2 10 Provinces with the Largest Amount of Village Funds 2022

Figure 1.2 shows that Central Java province has the largest number of villages
in Indonesia and receives the largest allocation of village funds, with a nomina value
of IDR 8,116.08 billion (USD 540 million). Accordingly, such a considerable amount
must be effectively managed by the province of Central Java. Nonetheless, the amount
of village funds disbursed by the government poses a new challenge in terms of its
management, aspects of transparency, accountability, honesty, and allocation per its
designation, whereby a big job must be carried out by all parties involved, from the
central government level to the local government level and especialy to the village
government level (Djasuli, 2016). According to Indonesia Corruption Watch (2021),
the village fund sector recorded the highest number of fraud cases, with 154 reported
incidents in 2021, involving potential losses of IDR 233 billion (approximately USD
15.9 million). It marks a significant increase from 17 cases reported in 2015, where the
potential losses were IDR 40.1 billion (USD2.7 million) (Dihni, 2022). Figure 1.3
presents data on fraud cases in Indonesia across various sectorsin 2021.



Cases of Fraud in Various Sectors (2021)
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Figure 1.3 Cases of Fraud in Various Sectors

Figure 1.3 shows that the highest number of fraud cases in 2021 occurred in the
village fund budget sector, with a value ailmost 3 times that of the government sector.
According to Zakariya (2019), this is a new challenge, such that the significant
alocation of village funds disbursed by the central government to the regions has an
impact on the number of fraud cases occurring in the sector, which will undoubtedly be
one of the obstaclesto realizing the goals in the form of avillage law. The Central Java
province has contributed to the fraud cases about the management of village funds. For
instance, as reported by Indonesia Corruption Watch (ICW, 2021), Central Java ranked
second in the number of fraud cases involving village funds. It is reflected in 36 cases
and 65 suspects, with losses totalling IDR 152.9 billion (USD 10.43 million) (Kumoro,
2019). According to a similar report by ICW (2021), village officials were also
implicated in fraud cases in Indonesia (Wijaya, 2021). For example, several cases
include the Head of Village in Gemulak, Sayung sub-district in the Demak regency
(ICW, 2021), who was responsible for the misappropriation of village funds being used
in amoney-doubling ritual, with atotal loss to the state finances amounting to IDR 600
million (USD 40,190) (Suwandi, 2020). Another fraud case involves the Head of
Sindang Jaya and Brebes Regency, who allegedly misappropriated village funds for
personal gain and participated in a money-doubling ritual involving IDR 570 million
(approximately USD 38,180) (Yunibar, 2019). In September 2021, a case of



misappropriation of village funds was also reported in four villages in the Sukoharjo
regency, resulting in atotal loss of approximately IDR 170 million (USD 11,387) (BPK,
2021).

In addition, abuse of authority by an individual is aso a sign of fraud; it can
occur to anybody, anywhere, at any moment, and will undoubtedly resultinaloss (Hafis
& Yogia, 2017). In this context, since the village head is responsible for the full
management of village funds, the situation will likely result in fraud if the control,
supervision, and audit systems are not effective (Putra & Rahayu, 2019). Furthermore,
the phenomenon of misusing village finances creates anxiety for the community and is
often likened to an iceberg phenomenon (Radjak & Nani, 2020). Accordingly,
Tuanakotta (2014) argued that although the number of fraud cases in the village fund
sector isrelatively large, the amount of losses incurred is still relatively small. Various
cases of fraud in village funds occur annually for several reasons. For instance, Hilman
(2022) argued that village funds should be used for infrastructure development;
however, they are diverted to personal interests. Another fraud issue concerns
administrative delays in village fund disbursement, which hamper the distribution
process. Consequently, the process of planning and implementing the village funds is
also disrupted (Mulyanti & Nurdin, 2018). Therefore, Wonar et al. (2018) believed that
competence in managing village fundsis crucial, mainly dueto the longer time required
and the awareness needed from the related parties (Wong et al., 2015).

The frequent incidents of fraud involving village funds necessitate measures
to minimize their occurrence, so they do not escalate. According to Wahyudi et al.
(2019), fraud can be reduced by providing avenues for the public to whistle-blow on
fraud by implementing specific detection and a whistleblowing system. Utami et al.
(2019) explained the determinants of fraud based on the fraud diamond theory, which
highlights four critical elements: pressure, opportunity, rationalization, and capability
(Wolfe & Hermanson, 2004; Kassem & Higson, 2012). Pressure denotes the existence
of incentives that encourage people to commit fraud. At the same time, opportunity
denotes a situation that creates the potential for fraud, rationalization denotes an attitude
or character that permits certain parties to commit fraud, and capability refers to the
nature and capacity of individuals who play a significant role in enabling fraud.

From a spiritual perspective, fraudulent behaviour is often perpetrated by
individuals who lack religiosity and moral values. For example, according to Said et al.
(2018), aperson'shigh level of religiosity tendsto correlate with aperson’'slow level of



involvement in fraudulent acts. Therefore, while fraud acts can be prevented through
some degree of control, system security must also be prioritized so that system users
can better understand fraud acts (Yusuf et al., 2020). Based on the prior studies
discussed above, fraud can occur at any time and in any place; however, fraud can be
reduced by implementing and maintaining proper control systems for computerized
systems, embedding religiosity and morality, and enhancing one's persona vaues
(Hayati & Amalia, 2021). In addition to fraud determinants, coping mechanisms are
also important. These refer to actions taken to overcome challenges and burdens that
may interfere with survival (Maryam, 2017). Coping mechanisms are a very critical
platform for mitigating any risk, if not eliminating it (Urus, 2013). A coping mechanism
refers to the adaptations an individual makes in response to disruptive events and
changes in the work environment (Beaudry & Pinsonneault, 2005). Based on a review
of IS, ERP, and organizational change literature, coping mechanisms can be grouped
into two categories. problem-focused and emotion-focused (Lazarus & Folkman, 1984).

First, problem-focused coping is aimed at solving problems by modifying
environmental pressures, barriers, or resources, or by changing oneself (e.g., acquiring
new skills or procedures). Problem-focused coping can be grouped into three types: (1)
improvisation (Monteiro et a., 2012; McGann & Lyytinen, 2010; Magni et al., 2010;
Gasser, 1986), (2) adaptation (Beaudry & Pinsonneault, 2005), and (3) circumvention
(Bendoly & Cotteleer, 2008). Furthermore, emotion-focused coping aims to reduce or
manage negative emotional distress; it does not adter the situation itsdf, but instead
changes one's perception of it (p. 150). The two types of emotion-focused coping
include (1) endure (Benamati & Lederer, 2001; Fang et a., 2011) and (2) ignore/
disregard (Benamati & Lederer, 2001). In a study of the ERP system, Urus et a. (2011)
suggested that coping mechanisms are required to deal with obstacles in the use of ERP
systems, which include the use of Fera Information Technology, such as Ferd
Information Systems, as well as bypassing the ERP system.

Indeed, cases of fraud handling require further investigation. Jayanti and
Suardana (2019) argued that organizations possess sufficient human resource expertise
to address fraud. Besides, from another viewpoint, Budiarto and Isnaeni (2022) stated
that internal auditors are parties that can manage fraud in a business. The Financial
Transaction Reports and Analysis Center (PPATK) also oversees crimina matters,
including fraud (Indonesian Financia Intelligence Unit) (Lukito, 2020). Besides,
according to Rivest (2018), whistle-blowers can further assist in reporting fraud and



other criminal activities. Additionally, spirituality is considered a powerful source of
comfort and peacein critical situations (Algahtani, 2022). As Andoh et al. (2018) state,
SMEs need to adopt coping mechanisms to overcome fraud and maximize their
potential. Mazo (2015) suggested that using a computer and praying to God is a coping
mechanism that can reduce stress, while Kwahk (2011) asserted that the coping effort
mechanism of individuals can be explained in terms of social networks because the
more subjective measure of stress is related to crime and deviance (Huck et al., 2012).
Thus, investigating both the determinants of fraud and the coping mechanisms
employed in the context of Sskeudes is essential for enhancing village fund governance
in Indonesia.

1.3 Problem Statement

Some previous studies have explored efforts to prevent and reduce fraud in local
and global contexts (Glory et al. 2022; Putu et al. 2021; Hamid & Nasih, 2021; Hayati
& Amalia, 2021; Rockson, 2019; Latif et al., 2021; Rizvi, 2021). The redlity is that
cases of village fund embezzlement in Indonesia continue to occur and have even
increased significantly year by year. Central Java Province, with the largest number of
villages and the highest allocation of village funds, is also one of the provinces with the
highest number of cases of village fund fraud, resulting in considerable losses to the
state (ICW, 2021; Dihni, 2022). It indicates that various preventive efforts, both
institutional and regulatory, have not been fully effective in preventing irregularities.

As a form of technological intervention to improve village fund management,
the government launched the Village Fund System (Sskeudes) in 2015 through
collaboration between the Financial and Development Supervisory Agency (BPKP) and
the Ministry of Home Affairs (BPKP, 2015). This system is designed to improve
transparency, accountability, and efficiency in the management of village funds.
However, the implementation of Sskeudesin the field faces various challenges, such as
limited internet infrastructure, minimal training and competence of village officials,
lack of commitment from local governments, and suboptimal system integration
(Timor, 2019; Wibowo et al. 2020; Indrianti et al. 2020). These conditions have
prevented the system, which was intended to be a preventive tool, from functioning
optimally in reducing the risk of fraud.



On the other hand, academic studies that specificaly link the factors that cause
fraud (fraud determinants) based on the Fraud Diamond theory—namely, pressure,
opportunity, rationalization, and capability—to fraud in the context of Sskeudes use
remain rare. In fact, previous studies have shown that these factors are the main triggers
of fraud in various public financial sectors (Nguyen et a., 2022; Padayachee, 2022,
Pianezzi & Agvaf, 2022). Understanding how these factors influence the village
context is crucia for designing more contextually relevant and effective prevention
policies. In addition to these instrumenta factors, value and spirituality approaches are
also beginning to be considered as potential controls for fraudulent behaviour. Spiritual
work ethics, such as religious values, honesty, integrity, and mora responsibility, are
believed to be able to suppress individuals tendency to commit misconduct, especially
in public work environments that are prone to moral hazard (Chen & Yang 2012; Afsar
& Badir 2017; Triana et al. 2021). However, research on the effectiveness of spiritua
work ethic as a moderating variable in village fund management remains inconclusive,
further research is needed in the context of digita village systems such as Sskeudes.

Not only does this study focus on the causes, but it also examines how parties at
the village level manage pressure and the risk of fraud through coping mechanisms.
Various obstacles to system implementation, resource constraints, and socid and
structural pressures require adaptive mechanisms to reduce the likelihood and impact
of fraud. Studies on the coping mechanisms employed by local actorsin villages remain
scarce, even though understanding these mechanisms is crucia to strengthening
governance capacity and developing a more responsive, context-based monitoring
system. Considering the systemic weaknesses, limitations in previous literature, and the
need for a holistic approach to anayzing fraud in the village sector, this study is
sgnificant. This study aims to address a scientific gap by empirically analyzing the
factors that drive fraud, evaluating the role of spiritual work ethic as a moderating
variable, and identifying the coping mechanisms employed by Sskeudes system
implementers in addressing various challenges related to village fund governance.

14 Research Objectives

This study ams to examine the effectiveness of the village fund system
{Sskeudes) in mitigating fraud in village fund management and the factors that
influence it. Specificaly, the objectives of this study are as follows:
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i) Toexaminetheinfluence of factorsin Fraud Diamond Theory (pressure,
opportunity, rationalization, and capability) on fraud incidents in the
village fund system.

i) To examine whether spiritual work ethics moderate the relationship
between factors in Fraud Diamond Theory (pressure, opportunity,
rationalization, and capability) on fraud incidents in the village fund
system.

iii) To identify the fraud-coping mechanisms used in the village fund
system.

Resear ch Questions

To achieve the objectives, the following research questions are formulated:

i) Do fraud determinants (pressure, opportunity, rationalization, and
capability) influence fraud incidents in the village fund system?

ii) Do spiritual work ethics moderate the relationship between fraud
determinants (pressure, opportunity, rationalization, and capability) and
fraud incidents in the village fund system?

iii) What coping mechanisms are used to minimize fraud incidents in the
village fund system?

Significance of the Study

This study is expected to make a significant theoretical and practical

contribution to the development of village fund management in Indonesia, particularly

through the application of the village fund system (Sskeudes). Theoretically, this study

analyzes the factors that cause fraud (fraud determinants) using the fraud diamond

framework, and examines spiritual work ethics as a moderating variable that may

influence this relationship. Additionally, this study examines the coping mechanisms

employed by village government officials in addressing the pressures and risks

associated with fraud in village fund management. Thus, this study not only broadens

the scope of fraud theory in the public sector but also integrates ethical and behavioural

perspectives into system-based studies of village finance.
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Practically, this study has the potential to provide insights for village officials,
such as village heads, village secretaries, treasurers, and other village fund apparatus
who are the units of analysis in this study, especialy those in Central Java Province
who use the Sskeudes application in managing the Village Revenue and Expenditure
Budget (APBDesa). The findings of this study can be used to strengthen interna
controls, enhance ethical awareness, and foster a culture of integrity within the village
government. In addition, local governments, relevant ministries, and supervisory
agencies such as BPKP and the Government Internal Supervisory Apparatus (APIP) can
use the results of this study to inform the development of training, supervision, and
capacity-building programs for village officials to prevent fraud.

Furthermore, by identifying challenges in the use of Sskeudes and how village
officials respond to them, this study contributes to enriching the understanding of
coping mechanisms used at the local level. It is important for building a village
supervision and governance system that not only relies on technological aspects but also
pays attention to the human dimension and ethical values in its implementation. Thus,
this study is expected to serve as a starting point for strengthening an integrity-based
village fund system and to make a real contribution to the development of clean,
competitive, and sustainable village administration.

1.7  Scope of the Study

This study examines the factors influencing fraud in village fund management,
employing the Fraud Diamond Theory, which encompasses the elements of pressure,
opportunity, rationalization, and capability. In addition, this study also analyzes
spiritual work ethics as a moderating variable. It examines the coping mechanisms
employed by village officials to adapt to the risk of fraud and challenges associated with
the village fund system (S skeudes).

The unit of analysisin this study is the village government apparatus, including
the village head, village secretary, village treasurer, and head of financial affairs, who
directly use the S skeudes application in managing the Village Revenue and Expenditure
Budget (APBDesa). This study is located in some villages in Central Java Province,
which has extensive village coverage, substantial village funds, and a high level of
vulnerability to fraud.



This study is limited to the perceptions, attitudes, and experiences of village

officias regarding the factors that contribute to fraud, the spiritual values they adhere

to in performing their duties, and the fraud prevention strategies they implement. This

study does not include an in-depth technical evaluation of the Sskeudes system or

formal legal considerations beyond those directly related to the implementation of

village fund management.

1.8 Limitations of the Study

This study has several limitations that need to be considered in its formulation:

)

The scope of this study is limited to the perceptions and responses of
village government officials in Central Java Province who are directly
involved in the use of the village fund system (Sskeudes) application.
Therefore, the generalizability of the results to other regions may be
limited, given variations in village organizationa structures, local
cultures, and the extent of implementation of the village fund system
across regions.

This study was designed using a quantitative approach with a cross-
sectional design, which means that data collection was conducted at a
specific point in time. With this approach, this study was not intended to
trace changes in behaviour or perceptions over time, nor was it designed
to test longitudinal causal relationships between the variables studied.

iii) Data collection was conducted through a self-reported questionnaire

instrument that relied on direct responses from respondents. Although
this approach provides access to personal and contextual information,
the use of self-reported data entails risks of perception bias, socid
desirability bias, and subjective interpretation by respondents,
particularly when sensitive topics such as fraud and ethics are involved.

iv) The primary focus of this study is on individual and perceptual factors,

such as perceptions of pressure, opportunity, rationalization, and fraud
capability, as well as the spiritual ethical values held by respondents.
This study does not examine institutional structural factors or the broader
legal context that may also influence fraud at the village level.



19  Chapter Summary

This chapter provides an overview of the research context by highlighting the
rise in fraud cases in village fund management, the strategic position of villages within
the fiscal decentralization framework, and the persistence of governance limitations
despite the implementation of Sskeudes to improve accountability. In addition to
presenting the fraud diamond theory as the main conceptual basis, this chapter also
introduces spiritual work ethics and coping mechanisms as relevant behavioural factors.
The problem formulation, objectives, research questions, and scope of the study are
presented to frame the research direction clearly and systematically. The next chapter
will provide amorein-depth literature review, covering the concepts and characteristics
of fraud in the public sector at the global, national, and local levels. This review will
also examine the increasing incidence of fraud in village fund management, which
highlights the need for stronger oversight to prevent malpractice. The discussion will
also cover the village fund system and the implementation of Sskeudes, as well as
factors contributing to fraud. This study will serve asatheoretical basis that strengthens

the analytical framework and supports the development of research hypotheses.



CHAPTER 2
LITERATURE REVIEW

2.1 Introduction

This chapter presents a literature review of fraud and village fund systems, with
particular emphasis on the Indonesian context. Chapter 1 begins with an introduction to
the concept of fraud and its theoretical basis in Section 2.2. The primary determinants
of fraud are covered in Section 2.3, which describes how village funds were distributed
in Indonesia, the Indonesian village fund system, Sskeudes, fraud in village funds, and
monitoring of village funds. Section 2.4 discusses the fraud factors relevant to this
study. This chapter concludes with Section 2.5, which provides aclear literature review
of the topics discussed and the current topics to be addressed in the following chapters.

2.2 Fraud

2.2.1 Definition of Fraud

The term "fraud" denotes a strategy executed with the intention of acquiring
financial benefit using illicit methods or securing a legal advantage through unlawful
means (IAPI, 2023). Dishonest conduct intended to secure personal or collective benefit
by unlawful methods is classified as fraud, commonly referred to as cheating by the
genera populace (Reuters, 2024). Fraud is a prevalent issue within organisations, and
its incidence is increasing. Common types of fraud encompass asset theft, fund
embezzlement, and corrupt practices, which result in substantial financial losses for
organisations (Adriansyah et al., 2022; Kadek & Dewi, 2023; Senapan & Senapan,
2021). Elements such as personal engagement inside the organisation and deficiencies
in internal control mechanisms might enable fraudulent activities, including accounting
fraud (Alfarago et al., 2023; Riahi-Belkaoui, 2000).

As indicated in the following sections, several other definitions of fraud,
obtained from various sources, can be presented in full. First, according to the ACFE
(2022), fraud is defined as an intentional or planned act to deprive another person of

their property (money or assets) through deception, manipulation, or other unfair means,
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to obtain unlawful gain for the perpetrator or another party. Second, as Albrecht et al.
(2008) assert, fraud is the deliberate or negligent presentation of false information on a
material matter, resulting in the victim's subsequent loss. Third, Auditor (2025) defines
fraud as the intentional misrepresentation of information or the omission of material
facts by aperson to mislead or deceive another party for personal gain. Fourth, Cobrief
(2025) states that fraud is a deliberate act of deception by an individual or group to
obtain an unfair advantage, and usually involves a breach of trust. Fifth, International
Standards on Auditing (ISA) No. 240 stipulates that fraud is the intentional act of one
or more individuals within management, those responsible for governance, employees,
or third parties, involving deception to obtain an unfair advantage or to violate the law
(Board, 2021). Sxth, Agudelo (2025) asserted that all definitions of fraud share four
essential elements: intent to deceive, material false statement, knowledge of its falsity,
and resulting damage or 1oss from the deception.

Fraud in corporations and organisations can take severa forms, including the
manipulation of financia records, the acquisition of assets, the provision of services,
and the delivery of financia services. (Casel Q, 2025) define fraud as a purposeful act
executed with the intention of obtaining an advantage using unauthorized and illegal
methods. Fraud is defined by Waardenburg et al., (2020) as alegal term characterized
by deceit, deception, or trickery. It can be categorized into three types: corruption,
misuse of assets, and financial statement fraud. In addition, Sanctionscanner (2025)
elucidates that fraud constitutes a deceptive conduct that lacks legitimacy as a
commercial operation, regardless of whether it is executed directly or indirectly.
Although it may not consistently yield financial profit, it remains classified as a form
of fraud.

2.2.2 Typesof Fraud

The three stages of fraud are often referred to as the fraud tree, first developed
by Albrecht (2008) and later widely recognized by the Association of Certified Fraud
Examiners ACFE (2022), a professiona organization focused on fraud monitoring,
investigation, and prevention. The ACFE is an organization that actively promotes the
development of athorough understanding of the fraud process and provides guidelines
and effective methods for detecting and responding to various forms of fraud. The Fraud
Tree illustrates the systematic steps that contribute to fraud in an organization or an
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individual. Albrecht et a. (2008) developed this mode to provide a clear framework
for organizations, auditors, and anti-fraud practitioners to identify risks and implement
appropriate preventive measures.

1) Asset misappropriation

Asset misappropriation refers to the theft of assets or property belonging to a
firm or other organisations (Aprio, 2025). It may also be termed asset misappropriation.
Because of their unambiguous nature, such situations are more readily identifiable.
Actions indicating the illicit appropriation of assets are often identifiable more rapidly,
implying that the worth of the theft may be ascertained with precision (Ghaedi et al.,
2021). Consequently, these abnormalities are typically ssmpler to rectify than other
forms of fraud or abuse, which are more challenging to identify.

2) Fraudulent Statements

Fraudulent statements are actions undertaken by employees or officers of a
company or government agency to create a stable financial Situation (Ratmono et al.,
2018). These actions are carried out through financial engineering in the preparation
and presentation of financia statements, which am to provide a more accurate
representation of the current financial state of the entity. The purpose of these actions
is to increase profits, either through long-term financial gains or by improving the
company's reputation with investors, regulators, and the general public. This practiceis
also referred to as "window dressing,” a strategy that presents a more positive view of
the financia situation by omitting unfavourable facts (Yanti & Dahruji, 2022).

3) Corruption

This form of fraud is particularly challenging to detect and comprehend due to
the collaboration among the involved parties, frequently resulting in bribery and
corruption (Zahari & Arshad, 2020). This form of fraud is prevalent in both developing
nations and countries with robust lega frameworks, where law enforcement agencies
often face challenges in effectively enforcing applicable laws. A deficiency in
understanding and awareness of good governance principles within government or the
private sector can adversely affect the situation (Dung & Thanh, 2023). It complicates
the maintenance of integrity because individuals or groups are hesitant to participate in
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illegal activities. The susceptibility to non-transparent practices establishes asignificant
opportunity for workers to function independently. This form of fraud is frequently
challenging to identify, particularly when the individuals involved possess significant
power or influence, enabling them to conceal evidence or weaken the systems designed
to detect and prevent such fraudulent activities (Umar et al., 2022).

2.2.3 Fraud Incidents

According to the ACFE Indonesia (2022) findings in the 2022 Report to the
Nations, a study including 133 countries, identified 2,110 instances of fraud, resulting
in atotal loss of USD 3.6 hillion. According to worldwide fraud schemes, asset theft
accounted for 86% of verified cases, resulting in aloss of USD 100,000, while financial
statement fraud constituted 9% with a loss of USD 593,000 (ACFE, 2022).
Furthermore, the ACFE found that corruption persists as a prevalent scheme throughout
al worldwide regions, with registered incidents constituting 10% and total losses
amounting to USD 150,000, asseenin Figure 2.1.

$100,000 @

$150,000 G

$693 000 CuEE——

Figure 2.1 The Global Fraud Schemes of 2022

17



Country Number of cases
American Samoa i
Australia 38
Hj
Hong Kong 13
Indonesia 23
Laos 1
Malaysia 25
Micronesia 1
New Zealand 6
Papua New Guinea
Philippines 12
Singapore 3
Solomon Islands 1
South Korea
Taiwan
Thailand a
Vietnam 8

Figure 2.2 The Asia-Pacific Fraud Schemes of 2022

The ACFE documented 11 primary kinds of fraud in the Asia-Pacific region.
Figure 2.2 illustrates that the predominant category of fraud is corruption (57%),
succeeded by billing (20%), noncash fraud (17%), expense reimbursements (15%), cash
on hand (11%), financial statement fraud (11%), payroll fraud (11%), cheque and
payment tampering (9%), skimming (9%), cash larceny (6%), and register
disbursements (2%). In the Asia-Pacific Region, the most significant recorded fraud
cases are in Australia with 38 instances, followed by China with 33 cases, Maaysia
with 25 cases, and Indonesiawith 23 cases.

Based on another source by Transparansi International (2021), fraud scandals in
the world are dominated by the public sector, such as very high corruption scandals,
abuse of COVID-19 funds, and efforts to weaken institutional and social supervision.
These fraud scandals occurred because these countries have the lowest CPI scores
globally: Australia, Austria, El Salvador, Kazakhstan, L ebanon, Mozambique, Russia,
Senegal, and Slovenia (CPI, 2021). Data published by PwC also show the emergence
of new types of fraud cases globally, including misconduct risk, legal risk, cybercrime,



insider trading, and platform risk; 70% of these fraud types are attributed to the presence
of Covid-19 (Riveraet al., 2022).

As reported by Indonesian Corruption Watch (ICW) in 2021, there are several
sectors in which fraud occurs, such as in both the private and government sectors, as
well as in the infrastructure and non-infrastructure sectors. The sector with the highest
number of cases constitutes village funds with 154 cases, followed by the government
with 50 cases, and the education sector with 40 cases. The village fund budget sector is
the largest contributor to fraud cases in Indonesia, with 154 cases and a potential 10ss
of IDR 233 billion (approximately USD 15 million). The government sector is ranked
second with 50 cases, followed by education with 44 cases, transportation with 40 cases,
and finaly the trade sector with 13 cases (Dihni, 2022). Another survey conducted by
the ACFE Chapter Indonesia involving 239 respondents also found that corruption is
the largest fraud act in Indonesia, with a percentage of 69.9%. It is followed by the
misuse of state and company assets/wealth, with 20.9% and financial statement fraud,
with 9.2% (A CFE Indonesia, 2020), as shown in Figure 2.3 below.

Cases
Fimancial Statement
| = 1
Fraud Asset Missappropriation
9.2% '().9%%

Comuption

Figure 2.3 Fraud Casesin Indonesia
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Oversight of Fraud Incidentsin Indonesia

Fraudulent actions have grown common at all levels of government, from

national to local. The Indonesian government has taken the effort to fight fraud by

establishing independent and professiona institutions (Negara, 2020). The sorts of

organizations and tasks of these institutions can be discussed in detail as follows:

1)

2)

3)

4)

5)

6)

7)

8)

The Financia Transaction Reports and Analysis Center (PPATK) is responsible
for investigating financial transactions.

The Financial and Development Supervisory Agency (BPKP) is responsible for
monitoring, providing guidance, and coaching on financial and development
supervision activities.

The Supreme Audit Agency (BPK) examines the management and
responsibilities of state finances carried out by the central government, regional
governments, state institutions, State-Owned Enterprises (BUMN), Public
Service Agency (BLU), regional-owned enterprises (BUMD), and so forth.
The Inspectorate General is responsible for carrying out supervision of the
implementation of tasks within the ministry/province/regency/city.

The Ministry of Law and Human Rights has the duty as an independent judiciary
to administer courts.

The judicial commission has the duty to maintain and uphold the honor and
behavior of judges.

The Ombudsman of the Republic of Indonesiais responsible for supervising the
implementation of public services organized by state administrators and private
bodies for certain public services whose funds are sourced from the
APBN/APBD.

The Corruption Eradication Commission (KPK) is responsible for increasing the

efficiency and effectiveness of efforts to eradicate corruption.

Apart from the eight government institutions, there are also non-governmental

institutions in Indonesia with exceptional attention to combat fraud (ICW, 2025):

1)

The Indonesian Legal Aid Foundation (YLBHI) is responsible for advocating
and defending the law for the weak and oppressed.
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2) Indonesia Corruption Watch (ICW) is a non-profit organization consisting of a
group of people who are committed to eradicating corruption through efforts to
empower the people to be involved or actively participate in fighting corruption
practices.

3) Indonesian Transparency Society (MTI) focuses on upholding transparency in
al lines of society, from socia, political, and economic to defense and security
ISSues.

4) Transparency Internationa Indonesia (Til) aims to promote transparency and
accountability in the government and the business sector.

2.25 Fraud Detection by an External Auditor

Externa auditors are crucial in detecting fraud due to their independent
evaluation of the fairness of financial statements and their assurance of compliance with
relevant accounting standards (Rafly & Handayani, 2025; Harrison, 2018; Wolfe &
Hermanson, 2004). External auditors focus on both verifying technical data and
cultivating an awareness of potential audit anomalies, including discrepancies in
supporting documentation, atypical transaction patterns, and inconsistenciesin financia
records. The sengitivity is underscored by the professiona responsibilities outlined in
Auditing Standard 200 1API (2023), which highlights the significance of professional
scepticism during the audit process.

Auditors are tasked with identifying risk areas vulnerable to fraud, such as
financial statement manipulation, asset misappropriation, and other illicit activities.
Auditors must take further measures to clarify and verify findings when they encounter
documents of questionable validity or data indicating potential irregularities
(Dimitrijevic et a., 2020). It may involve obtaining additional evidence, conducting
interviews with relevant parties, and conducting a more comprehensive analysis of the
organization's interna control systems. External auditors play a crucia role not only in
assessing the fairness of financia statements but also in contributing significantly to the
organization's fraud control measures (Iskandar et a., 2022). Auditors must identify and
recognize early indicators of fraud before the consequences become more extensive and
detrimental. Auditors play a crucid role in fostering openness and accountability,
particularly in a progressively complex and demanding corporate landscape (Dukic et
al., 2023). Furthermore, externa auditors are anticipated to offer recommendations for
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addressing deficiencies in the company's internal control system. These tips can help
firms enhance their anti-fraud measures in the future. External auditors, through their
experience and heightened professional accountability, substantially enhance corporate
governance and ensure that corporations adhere to the values of honesty and integrity
(Mahlangu & Moosa, 2023).

External auditors must possess knowledge and fundamental skills in fraud
detection. Several factors and significant aspects must be acknowledged, particularly:
1) Auditor Expertise

Thomas and Indriaty (2023) emphasized that the expertise of auditors
significantly affects their ability to detect fraud. It indicates that auditors with extensive
experience are better equipped to discern suspicious activities during audits. It suggests
that a significant investment in auditor training and development is essential to enhance
fraud detection capabilities.
2) Professiona Skepticism

The capacity to exercise professional scepticism, that is, the propensity to
interrogate and evaluate audit evidence with a critical eye, is of paramount importance
in the effective detection of fraud. In their publication, Sipayung et al., (2023)
underscore the correlation between anti-fraud awareness, fraud detection procedures,
and therole of technology in enhancing these competencies. The cultivation of aculture
that fosters professional scepticism within external audit teams has the potentia to
enhance the detection of fraudulent practices during audits (Downey & Bedard, 2018).
3) Fraud Detection Procedures

Auditors utilize a variety of procedures to detect fraud, including data mining
techniques and analytical reviews of financial statements (Mousa, 2022). Elshaar and
Sadaoui (2021) describe how the application of cost-sensitive classification techniques
enables auditors to manage class imbalances inherent in fraud identification tasks. This
phenomenon is indicative of an increasing reliance on technological solutions and
advanced computational methodologies for identifying fraudulent indicators.
4) Fraud Triangle Framework

The fraud triangle, consisting of pressure, opportunity, and rationalisation,
remains a fundamental framework for understanding and identifying fraud (Cressey,
1953). Cheliatsidou et al. (2021) suggest an international model grounded in this
triangle; this methodology aims to aid auditors in contextualising fraud across both
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commercial and governmental sectors worldwide. This conceptua framework aids
auditors in recognising possible red flags throughout their evaluations.
5) Red Flags and Indicators

Red flags are indicators that suggest the likelihood of fraudulent activity. The
proficient detection and analysis of these signs can substantially improve an auditor's
capacity to detect fraudulent activity, thereby protecting organisational integrity and
resources (Bako et al., 2022). (Rodriguez-Quintero et al. 2021) introduce an innovative
methodology that combines process mining with visual analytics for fraud audits,
enabling auditors to identify fraud-related trends via extensive data visualisation. Their
technique provides a practical approach for detecting abnormalities, underscoring how
technology may augment auditors capacity to find critical red flags efficiently
(Rodriguez-Quintero et al., 2021).
6) Impact of Legal Frameworks

Ismail et al. (2021) believed that definitions and legal frameworks for fraud may
vary significantly across different legal jurisdictions. It significantly impacts the
techniques auditors use to detect fraud and underscores the necessity for auditors to
comprehend the relevant legal definitions and ramifications of fraud within the nations
in which they perform their audits.
7) Technologica Advancements

As technology advances, the techniques used to detect fraudulent activity have
undergone significant evolution. The use of artificial intelligence and machine learning
methodologies in auditing methods has shown significant promise in the more effective
detection of suspected fraudulent actions. In the modern era, technological methods
have been recognised as a viable alternative to improve auditors ability to detect
irregularities in financia transactions (Shenoy et al., 2023).
8) The detection of fraud in specialized contexts

Identifying fraud in a specific environment requires a comprehensive
understanding of various methodologies taillored to the distinct characteristics of a
particular sector or fraud type. Efficient fraud detection in specialised contexts relies on
a comprehensive strategy that integrates modern technology with an awareness of
environment-specific fraud indicators. Techniques such as data mining, specialised
algorithmic analysis for distinct fraud types, and the incorporation of behavioural
insights can markedly improve fraud detection efficacy across several industries. As
evidenced by subsequent researchers, Fraud detection is crucial in the healthcare sector.

23



Ikono et al. (2019) underscore the imperative of efficient technology to detect fraud,
waste, and abuse in the healthcare industry, asserting that such measures enhance
service quality and reduce costs. Nandi et al. (2022) presented ahierarchical behaviour-
knowledge space model for credit card fraud detection, aimed at identifying anomalous
transaction patterns as a critica component of fraud identification. Additionally, in
assessing credit card fraud, Li et al. (2021) provide a comparative examination of fraud
detection methodologies employing support vector machines. The research indicates
that distinct methodologies, classified as supervised and unsupervised, yield different
levels of efficacy in identifying fraudulent activity.
9) Institutional Assistance for Auditors

Institutional assistance for auditors is crucia to enhancing their capacity to
identify fraud efficiently. Multiple variables contribute to this, including professional
advancement, ethical principles, and organisational culture. Findings from studies such
as Arum and Wahyudi (2021) underscore that auditors must possess a high degree of
expertise to uphold audit quality, which is directly linked to their capacity to detect
fraud. Moreover, ethical training that emphasises an understanding of fraud is crucial
for auditors, particularly when assessing narratives during audits (CAQ, 2025). (Hobson
et al., 2017) Septian and Febrianti (2022) showed that a stringent supervision structure
within organisational culture enhances the capacity of internal auditorsto identify fraud.

The summarizes of fraud in Table 2.1 below.
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Table 2.1

Summary of Fraud
No Term

Definition of Fraud

Types of Fraud

Fraud Incidents

Definition of the term

ACFE
IAPI
ISA 240

Asset misappropriation
Fraudulent statements
Corruption

Global fraud schemes
Asia Pacific fraud
schemes

Global scandals
(Transparency
International)
Emerging fraud types
(PwC)

Fraud incidents in
Indonesia

ACFE emphasizes the element of planning.

IAPI emphasizes financia gain.

ISA 240 highlights perpetrators who may come from management, employees, or
third parties.

All definitions consistently state that fraud is an intentional act that results in loss.

Asset misappropriation: misuse or theft of organizational assets, most common
and easiest to detect because it has clear physica evidence.

Fraudulent statements: manipulation of financial statements, usually through
window dressing or number crunching, to make the company look better in order
to attract investors or maintain its reputation.

Corruption: includes bribery, collusion, and abuse of authority; most difficult to
detect because it involves collaboration between parties and often occurs in
government and the private sector.

Global: ACFE reported 2,110 cases with total losses of USD 3.6 billion; asset
misappropriation was the most prevalent (86%), but financial statement fraud
resulted in the most significant losses.

Asia Pacific: Corruption was the most dominant type of fraud (57%), followed by
billing and non-cash fraud. Indonesiawas among the countries with a significant
number of cases.

Global scandals (TI): Major cases include public sector corruption, misuse of
COVID-19 funds, and weak institutional oversight.

New fraud (PwC): New types of fraud have emerged, such as cybercrime,
misconduct risk, insider trading, and platform risk, which increased by 70%) during
the pandemic.

Indonesia: The most significant cases involve village funds (154 cases), followed
by the government and education sectors. Corruption is the largest form of fraud
(69.9%).
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Term

Oversight of Fraud
Incidents in Indonesia

Fraud Detection by an
External Auditor

Definition of the term

Government
Institutions; PPATK,
BPKP, BPK,
Inspectorate General,
Ministry of Law and
Human Rights, Judicia
Commission,
Ombudsman, KPK
Non-Government
Ingtitutions: YLBHI,
ICW, MTI, Til

Auditor expertise
Professional scepticism
Fraud detection
procedures

Fraud triangle
framework

Red flags & indicators
Legal framework
impact

Technological
advancement
Detection in specialized
contexts

The government has several ingtitutions with different functions: PPATK analyzes
suspicious financial transactions; BPKP oversees financial management; BPK
conducts state financial audits; the Inspectorate oversees ministries/institutions; the
Ministry of Law and Human Rights and the Judicial Commission oversee the
judicial process; the Ombudsman oversees public services; the KPK handles
corruption eradication.

Non-governmental institutions such asICW, YLBHJ, MTI, and Til play arolein
socia control, advocacy, public education, and the promotion of transparency.

Auditor expertise: Experience and technical competence enhance auditors' ability
to detect fraud patterns.

Professional scepticism: Auditors must be critical of audit evidence and not easily
believe management's statements.

Detection procedures. These include datamining, analytical review, and cost-
sensitive classification methods to address unbalanced data.

Fraud Triangle: Fraud is triggered by pressure, opportunity, and rationalization; it
helps auditors identify risks.

Red flags: Includes unusual transactions, inconsistent documents, suspicious cash
flow patterns, or changes in employee behaviour.

Legal frameworks: Differences in the definition of fraud between countries require
auditors to understand the local legal context.

Technology: The use of Al, machine learning, and visua analytics improves the
accuracy and speed of fraud detection.

Foecific sectors: In the healthcare and credit card industries, specia agorithms
such as SVM and behaviour-knowledge models are used.
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2.3  Village Fund in Indonesia

2.3.1 Overview of Village Fund

Village Funds are Nationa Revenue and Spending Budget (APBN) funds
earmarked for Villages, which are transferred through the district/city Regional
Revenue and Spending Budget (APBD) and are prioritized for the implementation of
development and empowerment of rural communities (Law of the Ministry of Finance
No. 146 on Village Fund Allocations, 2023). According to the Village Law, the Village
Fund has several purposes, namely;

1) Improving public servicesin the village

2) FEradicating poverty

3) Promote the village economy

4) Addressing the development gap between villages

5) Strengthening rural communities as devel opment subjects

The primary objective of distributing village funds is to enhance the quality of
life and welfare of residents by supporting community development and maintenance.
Since the enactment of Law No. 146/2023 on Village Fund Allocations, villages have
played a key role in efforts to improve the local economy. Through this law, villages
are expected to be the driving force for more equitable infrastructure development and
to strengthen active community participation in all stages of development. In addition,
the main focus of the implementation of thislaw is to improve the economic conditions
at the local level, which in turn will improve the social and economic welfare of
villagers (Permata et al., 2022). By increasing the allocation of village funds, the
government aims to create opportunities for village communities to manage their
resources independently, thereby contributing to sustainable and equitable devel opment
throughout Indonesia.

Asalegal document governing land, the Village Law isgoverned by other, more
appropriate regulations. The mechanism for distributing APBN village funds is outlined
in Government Regulation No. 146/2023, which isthe primary regulation governing the
use of village funds. This regulation guides local governments so that they can manage
local funds effectively, efficiently, and responsibly in accordance with the principles of
good financial management (Anjani et al., 2020).
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The Regulation of the Minister of Villages, Development of Disadvantaged
Regions. Transmigration of the Republic of IndonesiaNo. 7 of 2023 is being discussed
to enhance the effectiveness of utilizing village funds in creating an enabling
environment for resident development. This regulation regulates the details of
prioritizing the use of village funds, focusing on sectors that have a direct impact on the
welfare of residents, such as infrastructure development and improving access to
education, health, and the economy (Aryanto & lrawati, 2024).

Regulation of the Minister of Finance of the Republic of Indonesia Number 145
of 2023 provides detailed guidelines for the use of village funds. This regulation aims
to ensure efficient and effective data management and its use in accordance with
established principles (Sugiri, 2021), to minimize negligence or inequality in budget
preparation. The information obtained must be used efficiently and communicated
effectively to the public and the government. This regulation is expected to improve the
accountability of village fund management, thereby strengthening and focusing the
village development process.

Minister of Finance Regulation No. 146 of 2023 delineates the utilisation,
distribution, and payout of village funds for the 2024 fiscal year. This law clarifies the
alocation of funding for various activities and provides guidance on prioritising budget
usage, which must correspond with the requirements and capabilities of the relevant
village. Thislaw requiresthe government to provide clearer guidance for village budget
planning. It ensures that the allocation of village funds supports the implementation of
relevant devel opment initiatives that benefit the community. The application of thislaw
is expected to improve the efficiency and sustainability of village finances and their
influence on local and regiona economies. Regional development will become more
systematic and aligned with the primary goal of promoting equitable and comprehensive
regiona growth (Mujiwardhani et al., 2019). The current legislative framework offers
significant support to village governments in managing available funds, while also
restricting potential exploitation (Nurul & Herliansyah, 2021; Andoh et al., 2018). It
facilitates the rapid attainment of predetermined growth targets.

Between 2015 and 2024, the Village Fund significantly contributed to the
building of essential facilities that are vital for the survival and advancement of
communities across Indonesia (RMOL, 2025). The subsequent table will illustrate the
accomplishments derived from the use of village fundsin Table 2.2 below:
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Table 2.2
Accomplishments Outcome Village Fund

No Type Total Units

1 Village Road 261,877 Kilometres
2 Bridge 1,494,804  Meters

3 Village Market 11,944 Units

4 Village-Owned Enterprises (BUMDES 39,844 Activities
5 Boat Mooring 7,007 Units

6 Reservoir 5,202 Units

7 Irrigation 76,453 Units

8 Sports facilities 27,753 Units

9 Soil retention 237,415 Units

10 Clean water 1,281,168  Units

11 Toilet and bathroom facilities 422,860 Units

12 Village Midwife Outpatient Clinic (Polindes) 11.599 Units

13 Drainage 42,846,367 Meter

14 Village Early Childhood Education 64,429 Activities
15 Integrated Health Service Post (Posyandu) 60,618 Units

16  Community Wells 58,259 Units

Source: (RMOL, 2025)

The Village Fund is not just a budget allocation. Still, it has become a crucial
catalyst in enhancing the quality of village infrastructure, which directly supports
economic, social, and community welfare activities. Table 2.2 above shows that one of
the notable achievements of the Village Fund is the construction of 261,877 kilometres
of village roads, providing better access for villagers, facilitating the transport of
agricultural and other products to markets, and accelerating community mobility
between regions. The Village Fund has also been used to construct 1,494,804 meters of
bridges that connect remote areas, facilitating the flow of goods and services and
promoting local economic growth. Additionally, the construction of 11,944 village
marketsis clear evidence that the Village Fund is being utilized to create new economic
hubs that serve as spaces for village communities to interact economically and socially
(RMOL, 2025).
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The Village Fund also promotes the devel opment of Village-Owned Enterprises
(BUM-Des) through 39,844 activities designed to increase the economic independence
of villages, create new jobs and empower local communities. Boat dockstotalling 7,007
units were built to support villages with water potentia for both fishing and tourism
activities. A Reservoir (5,202 units) and irrigation networks (76,453 units) built through
the Village Fund have significantly increased agricultural productivity, ensuring the
availability of water for agricultural lands and supporting food security at thelocal level.
Additionally, sports facilities comprising 27,753 units have been provided to support
the recreational and sporting activities of village communities, thereby indirectly
contributing to improved health and social interaction. In addition to economic
infrastructure, the Village Fund is also used to build infrastructure that improves the
quality of life for village communities. The construction of 237,415 units of retaining
walls, for example, protects land from erosion while maintaining soil stability in
landslide-prone areas. The construction of 1,281,168 units of clean water facilities has
provided access to clean water for millions of villagers who previously struggled to
meet their drinking water and sanitation needs. Sanitation facilitiesin the form of toilets,
totalling 422,860 units, also contributed significantly to improving environmental
hygiene and preventing the spread of disease (RMOL, 2025).

Additionally, the construction of 11,599 units of Village Health Service Centers
(Polindes) is a strategic step to ensure easier and more affordable access to healthcare
services for rural communities. A drainage network of 42,846,367 meters was also
constructed to reduce the risk of flooding, a common problem in rural areas.
Additionally, 64,429 Early Childhood Education (PAUD) facilities were provided to
support the education of the younger generation in the village. Integrated Service Posts
(Posyandu), totalling 60,618 units, were built to provide preventive health services and
education to the community, particularly mothers and children. Community wells
totalling 58,259 units also provide access to groundwater that can be used for various
daily needs, both for households and agricultural activities (RMOL, 2025).

The government has changed the distribution mechanism of the Village Fund
by simplifying the distribution stages into only two stages (DJPb Kemenkeu, 2021).
This step was taken to enhance the efficiency of fund management and expedite its
distribution, particularly to villages in remote and hard-to-reach areas. This
simplification is expected to streamline the Village Fund distribution process, making
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it faster and more targeted. In 2024, Village Fund distribution is likely to peak before
April, which is faster than in previous years (DJPb Kemenkeu, 2024).

The government is also increasingly promoting better village governance by
optimizing various sources of funding for village development. One important step is
to strengthen coordination between the central and regional governments to expedite
the submission of village development funding proposals to relevant ministries and
agencies (Rasaili et al., 2024). Another priority is to develop and manage an integrated
village database so that accurate village data, accessibleto al stakeholders, can be used
to plan and implement village development programs more effectively (Rasyid &
Rahmawati, 2023).

With all these efforts and policies, the Village Fund is expected to be not only a
source of funds for physical development but also an effective tool for improving the
welfare of rural communities (Lollo et al., 2024). Programs that focus on economic
empowerment, poverty alleviation, and improving the quality of life of village people
are expected to accelerate the process of village development and promote the
achievement of more equitable national development goals.

2.3.2 Village Fund System (Siskeudes)

2.3.2.1 Roles of Siskeudes

The implementation of Law No. 6/2014 on Village government marked a
significant advancement in enhancing village government and fostering sustainable
local development. This rule establishes a legal framework for enhancing village
autonomy in resource management and advancing community welfare. The government
implemented the Village Fund System Application as a tangible execution of this statute
(BPKP, 2023). This instrument seeks to enhance accountability, efficiency, and
transparency in the alocation and utilisation of village finances. It is integral to a
national policy aimed at mitigating the developmental disparity between urban and rural
regions. The concept was established in May 2015 and has been included in other
regional economic governance initiatives around Indonesia.

An exemplary instance of this system's application isin the Mamasa District, a
region marked by a deficiency of amenities and infrastructure. Despite the multiple
hurdles faced, the initial results of the implementation process in this region suggest
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promising advancements. The Financial and Devel opment Supervisory Agency (BPKP,
2018) reports that the introduction of the Village Fund System Application in the
Mamasa district has improved village financial governance and fostered active
community participation in development projects. This method demonstrates that, with
the right mechanisms and community engagement, even resource-constrained areas can
achieve significant progress. The increased community trust in village administrations
due to the system's openness lays the foundation for more extensive and sustained
development (Pratama et al., 2021). The extensive success of this technology
necessitates enhancement in numerous critical areas. It includes consistent oversight of
program execution, education for village leaders, and proactive engagement of local
populations. The example of the Mamasa district not only emphasi ses the possibility of
new village administration models but also shows the necessity of ongoing investment
in infrastructure and capacity development. These measures are crucia to ensure the
long-term benefits of the village fund program in promoting fair and sustainable
development across Indonesia (Sigiro et al., 2022).

The establishment of the village fund system (Sskeudes) began with a survey
conducted by BPKP at the end of 2014, which found significant diversity in the
conditions of villages throughout Indonesia. Some villages still face challenges due to
alack of basic facilities, such asaccessto electricity, while others have made significant
progress through the use of internet-based technology. However, the majority of
villages still face significant obstacles: a shortage of qualified human resources (HR) in
the field of village fund management. This constraint is reflected in the fact that alarge
number of villages have not prepared annual planning documents, which serve as the
basis for village development programs and activities during the fisca year, known as
the Village Government Work Plan (RKP Desa). In addition, villages also lack regular
fund management procedures and have not prepared financia reports in accordance
with regulations. Furthermore, evaluations of the Village Revenue and Expenditure
Budget (APBDesa) are often hindered by the lack of capacity among district officias
and adequate human resources to support the oversight of the Internal Government
Oversight Agency (APIP) at the district/city level (Sasongko, 2022).

To address these challenges, BPKP collaborated with the Ministry of Home
Affairs to develop the Village Fund System (Sskeudes), an application designed to
support accountable and efficient village fund governance. The application was
implemented in 2015 with the support of the Minister of Home Affairs Letter No.
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143/8350/BPD dated November 27, 2015, and KPK Letter No. B.7508/01-16/08/2016,
which encouraged transparency in the management of village funds (Kepmendes PDTT
No. 136, 2022). Sskeudes, previously known as SMDA Desa, offers a number of
advantages, including compliance with relevant legislation and regulations, ease of use,
and integrated internal control features. Additionally, the application is accompanied by
implementation guidelines and application manuals, which facilitate its use in diverse
village contexts (BPKP, 2015).

Sskeudes system has been developed to offer flexibility and customization to
the specific requirements of each village (Pramesti et al., 2023). The process of data
input, facilitated by transaction receipts or analogous documentation, enables
administrative entities to generate documentation and reports that comply with
regulatory standards through a unified data input process. The implementation of
Sskeudes aso facilitates technical training for village officids, focused group
discussions (FGDs), and routine monitoring to ensure that the distribution and use of
village funds align with the established plans.

In order to enhance the functionality of APIP, BPKP conducted a series of
technical training sessions, workshops, and discussion forums in collaboration with
various governmental ministries, loca governments, and pertinent institutions
(Nasrudin & Firmansyah, 2024). The objective of this technical guidance is to furnish
stakeholders with strategic recommendations for the transparent and accountable
management of village finances. Furthermore, BPKP maintains an ongoing initiative to
facilitate a unified approach between ministries/agencies, APIP, and other relevant
stakeholders to ensure the optimal implementation of village finance policies. In the
future, BPKP and APIP will continue to reinforce their collaborative efforts in
monitoring the administration of village funds, which are experiencing a notable
increase in size on an annual basis. Enhancing the capacity for internal supervision and
village fund management is anticipated to facilitate sustainable and efficient village
development, while also conferring tangible benefits to the community. This dedication
not only exemplifies APIP's accountability in safeguarding the government's strategic
policies but also represents a tangible step towards the creation of more autonomous,
prosperous, and competitive villages (Nasrudin &  Firmansyah, 2024).
Puspitanengpansri et al. (2019) posit that the Village Fund System (Sskeudes)
application is designed using a SQL Server-based Microsoft Access database. This



approach enables more structured, secure, and integrated management of village fund
data

The application (Sskuedes) comprises four principa modules: (1) Planning
Module, which assists villages in the preparation of the Village Government Work Plan
(RKP Desa); (2) Budgeting Module, which facilitates the preparation of the Village
Budget (APBDesa); (3) Implementation and Administration Module, which serves to
record the implementation and management of village funds; and the reporting and (4)
Accountability module, which is designed to ensure that al village fund reports are in
accordance with applicable regulations and accounting principles. The application of
Sskeudes is compatible with the Windows operating system, including versions 7 and
8, thereby ensuring flexibility for implementation across a range of devices commonly
found in villages, as elucidated by (Mariyadi, 2024).

2.3.2.2 Sskeudes Flowchart

The Village Fund System (Siskeudes) is a significant innovation in village fund
management in Indonesia, developed by the Financial and Development Supervisory
Agency (BPKP) in collaboration with the Ministry of Home Affairs of the Republic of
Indonesia, as a follow-up to the implementation of Law No. 6/2014 on Villages. The
application was launched in 2015 for the first time to improve transparency,
accountability, and efficiency in village fund management. The application has key
features such as budget planning, transaction recording, financial reporting, and
monitoring and evaluation. The Sskeudes application provides clear standards and is
easy for village officias to implement across dl villages in Indonesia, with training and
technical guidance to ensure they have adequate skills to use the application. Before the
existence of siskeudes, village fund management till used a manual approach from the
planning process, implementation, administration, to reporting using Microsoft Word
and Excel software. A deeper understanding of the Sskeudes is facilitated through direct
access to the system.

In Sskeudes, there are several menus. The first menu in the Sskeudes
application is the "Data Entry" menu, which consists of the first module, namely the
planning module. This module is used to enter data related to village planning.
Furthermore, the second module, namely the budget module, contains menus related to
the data entry process for preparing the Village Revenue and Expenditure Budget
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(APBDesd). The third module is the administration module, which displays the data
input process related to the implementation of APBDesa. The next part of the fourth
module is the bookkeeping module, which explains the datainput process for producing
village wedlth reports/village asset reports. The flowchart is presented in Figure 2.4
below:

Open Data Entry

Select Menu Planning

Complete al Submenus in
the Planning Modulo

(1

Complete the Information in
the "General Village Data"
Menu

Complete the Information in
the "Village Vision and
Mission" Menu

Complete the Information in
the "RPJM Village" Menu

Processing All Datathat has been Entered into the
Database

Figure 2.4 Data Entry Menu - Planning Module

Based on the procedures implemented in village fund management through the
village fund system (Sskeudes), as described in the stages above, a summary of the
process is presented below as a flowchart for each main stage. This system consists of
two man menus. the data entry menu, which includes the planning, budgeting,
administration, and bookkeeping modules, and the report menu. The first flowchart
relates to the data entry menu - planning module. Village fund management planning
isthe initial stage in drafting village regulations. Development planning consists of the
Village Medium-Term Development Plan (RPJM Desa) and the Village Government
Work Plan (RKP Desa). In preparing both of them, the Village Government must
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conduct participatory deliberations with the Village Consultative Body and community
representativesto utilize and allocate village resources and achieve village devel opment
goals (Randusari, 2023). This process is also carried out by village governments in
Central Java in conducting village development planning. One of the village officias
who was willing to be interviewed stated that, in the planning process, village
regulations must first be formulated through village deliberations (Musdes), which are
attended by members of the Village Government, the BPD, the Headman, the head of
the neighbourhood (RT/RW), and Community Leaders who handle the village. The
flowchart is presented in Figure 2.5 below:
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Select the Budgeting menu
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Village
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Village
Regulation on
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Budset
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Form
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Figure 2.5 Data Entry Menu - Budgeting Module
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The second flowchart pertains to the data entry menu of the budgeting module.
After the Village RKP is finalized, the process continues with preparing the APBDesa,
the Activity Plan, and the Cost Budget Plan, which were decided in RKPDesa, and these
are used as guidelines for the budgeting process. The Village Budget (APBDesa) is the
Village Government's annua financial budget plan, which outlines programs and
activities under the village's authority.

Thethird flowchart pertainsto the dataentry menu in the administration module.
Village fund administration is carried out by the head of finance, who serves as the
executor of the treasury function. The head of finance is required to record all receipts
and expenditures in the general cash book and to close the book at the end of each
month. In the administration of village finances, the Head of Finance is obligated to
maintain a general cash assistant book, comprising a Bank Helper Book, Tax Helper
Book, and Panjar Helper Book (Permendagri No. 20/2018, paragraph 64).

Confirmation with the village secretary and village apparatus reveaed that the
administration process begins by entering transactions regarding village revenues and
expenditures in accordance with the work that has been done. Three books are
automatically generated: the General Cash Book, the Tax Assistant Cash Book, and the
Bank Cash Book, which are subsequently produced as a result of the administration
menu's output. The flowchart is presented in Figure 2.6 below:
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Figure 2.6 Data Entry Menu - Administration Module
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The fourth flowchart relates to the data entry menu - bookkeeping module. The
bookkeeping module includes a menu that supports accountability in village fund
management. The Village Head is obligated to submit an Accountability Report on the
Realization of the APBDesa to the Regent/Mayor through the sub-district head at the
end of each fiscal year, no later than 3 (three) months after the end of the relevant year,
as dipulated by village regulation. The village regulation is accompanied by 1)
Financia reports consisting of reports on the realization of the APBDesa and notes on
financia statements, 2) Activity realization report, 3) List of sectoral programs, regiond
programs and other programs that enter the village (Permendagri No. 20/2018, article
70). A confirmation conducted with one of the village officials stated that al results of
fund-management activities entered into the siskeudes application serve as
accountability and reporting for the district or city government. The flowchart is

presented in Figure 2.7 below:

Open Data Entry

Sdect the "Accounting”

Menu
Opening Balance Accounting Journal
o Village :
Initial Balance Genera Adjustment
Weslth
Entry Journal Journal
Balance

Figure 2.7 Data Entry Menu - Bookkeeping Module.
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Figure 2. 8 Data Entry Menu - Report Menu
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The fifth flowchart relates to the data entry-report menu in the Sskeudes
(Village Fund System) application; the report menu is one of its most important
features. The reports menu provides a range of reports that present comprehensive
information on village fund management. These reports not only serve as material for
performance evaluation but also as tools to ensure transparency and accountability in
the use of village funds. In the report menu, there are five module options: parameter,
planning, budgeting, administration, and accountability. The flowchart is presented in
Figure 2. 8 above.

In summary, this Sskeudes flowchart provides a detailed overview of the
Sskeudes process, covering each menu: file, parameters, data input, reports, tools, and
help. Each menu consists of severa modules used throughout the village's budget
planning and fund management processes. In this case, Sskeudes plays a constructive
rolefor village officials in the automated financial reporting process, compared with the
period before Sskeudes, when records were still maintained manually. Through
Sskeudes, the financial reports produced are accurate, neat, and compliant with central

government requi rements.

2.3.2.3 Challenges of Siskeudes

The Sskeudes application offers significant advantages, including offline and
online operational capabilities, thereby enabling flexibility in adapting its use to each
village's technological infrastructure (Musyaffi & Muna, 2020). Moreover, the
application is accompanied by comprehensive user guides and implementation
instructions, thus providing clear operational guidelines for village officials. This
solution addresses the technical challenges often faced by villages with limited human
resources, ensuring efficient, effective village fund management. As posited by
(Mahmud et al., 2023; Riyadi et al., 2023), Sskeudes has the capacity to minimiseerrors
and manipulation of data. Furthermore, (Auliantari et al., 2022; Musyaffi & Muna,
2020) stated that Sskeudes is a system that significantly facilitates effective and
efficient work activities. Furthermore, Puspasari and Purnama, (2018) believed that
Sskeudes is a user-friendly system in relation to the village fund management process,
and is an application that can be accessed online, thereby providing flexibility in its use
for all users.
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As Fitriansyah and Halilintar (2024) note, the implementation of the Sskeudes
application entails the involvement of several pivotal figures within the village
government structure, including the village head, treasurer, secretary, head of financial
affairs, and employees responsible for managing financia resources. The
interrelationship among these entities demonstrates a discernible division of
responsibilitiesin village fund governance. For instance, the village head is responsible
for providing strategic direction regarding budget allocations, whereas the treasurer is
tasked with the technical financial implementation. Conversely, the secretary and head
of financial affairs assume significant responsibilities in administration and reporting.
These documents are subsequently verified before being submitted to external
supervisors. The development of a comprehensive module within this application not
only enhances accountability in village fund management but also fosters greater
transparency. It is crucial for fostering community trust in the village government and
ensuring that the allocated funds are utilized effectively to deliver tangible benefits
(Finambello, 2020). Furthermore, the application's offline functionality is highly
relevant for villages with limited internet access, thereby eliminating significant
technical barriers to implementation. Therefore, Sskeudes is a pivotal innovation that
supports modern village financial governance and aligns with the evolving demands of
the era.

While the existence of the village fund system offers grounds for optimism
regarding the realization of optimal financial governance, challenges arise in its
implementation due to a limited understanding of Sskeudes among village heads and
relevant parties (Dewila, 2025). Thislack of understanding hinders the effective use of
the system, despite its objective of ensuring transparency and accountability in the
administration of village funds. Furthermore, Cahayani (2025) disclosed that on
occasion, village governments have unilateraly altered the financial formula that had
been previously agreed upon between the village audit body (BPD) and the village
government, without notifying the BPD. This deficiency in communication and
transparency compromises the integrity of financial data and undermines the
accountability process. Additionally, Ginting (2023) identified technical and non-
technical barriers, including those related to organizational management, infrastructure,
finance, and human resources, as impediments to the effective implementation of the
village fund system. These impediments markedly retard anticipated progress and
create obstacles to achieving optimal financial governance.
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Furthermore, Wilma, et.al., (2019) observed minor discrepancies in the
implementation of the accountability phase, noting that the Sskeudes system was not
fully utilized to complete the accountability report input process. This omission further
exacerbated the challenge of accurately reporting and monitoring funds. Overall, these
findings suggest that gaps in implementation and accountability may increase the
likelihood of fraud. While the Sskeudes system has the potential to support better
governance, it is evident that the roles of relevant parties need reinforcement, and a
more robust framework for oversight and collaboration must be established for the
systemto realizeitsfull potential. In addition to the many benefits of Sskeudes, several
challenges must be considered, such as (1) the lack of human resources, facilities, and
infrastructure in villages, which may prevent the optimal use of Sskeudes (Wibowo et
a., 2020; Malahika et al., 2018; Rohmah & Sukmana, 2023). (2) Sudden changes in
regulations pose a challenge for village financial managers in optimizing the use of
Sskeudes, as it takes time to adapt to new rules (Nurmalinda & Firdaus, 2024). (3)
Village financial managers still have a limited understanding of the system among
village officias (Bajuri, 2024; Malahika et al., 2018). (4) Technical disruptions are still
frequently encountered in the use of the siskeudes system, such as system errors and
unstable internet connections (Malahika et al., 2018; Pramesti et al., 2023; Faizah &
Sari, 2022). (5) Village financial managers still feel that the bureaucratic structure is
ineffective with more complex procedures, Sinaga et al., (2022). (6) Village financid
managers who use the siskeudes system feel that the system needs to be updated, along
with its features and applications (Nofita & Veri, 2024). Table 2.3 summarizes the
advantages and challenges of Siskeudes.

Table 2.3
Summary of Advantages and Challenges of Siskuedes
No  Advantages Sources
1 Minimize errors and manipulation Mahmud et al., (2023); Riyadi et al., (2023)
2 The system supports work to be effective Auliantari et al., (2022); (Musyaffi & Muna,
and efficient 2020)
3 Easy-to-use system Puspasari & Purnama, (2018); Arianto &
Kahpi, (2020)
4 The system isonline. Puspasari & Purnama, (2018)
No  Challenges Sources
1 Lack of human resources, facilities and Wibowo et a., (2020); Maahikaet al ., (2018);
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infrastructure Rohmah & Sukmana, (2023)
Regulatory Changes Suddenly Nurmalinda & Firdaus, (2024)

3 Understanding of the system remains Bajuri, (2024); Maahika et a ., (2018)
minimal among village officials.

4 System errors and unstable internet networks Malahikaet al., (2018); Pramesti et al .,

(2023); Faizah & Sari, (2022)

An ineffective bureaucratic structure Sinagaet a., (2022)

6 The system needs to be updated, including Nofita& Veri, (2024)
features and applications.

2.3.3 Fraudin Village Fund

The negative impacts that occurred between 2015 and 2020 show that the
vulnerability of local financial abuse is still a serious problem. According to data from
Indonesia Corruption Watch (ICW), as many as 676 defendants in corruption cases
came from village officias during this period (Daton, 2022). This figure ranks the
practice of misuse by village officias third, after the private sector and the state civil
apparatus (ASN). The misuse of village funds in various forms, such as fictitious
activities, price inflation, nominal inflation, unaccountable expenses, and the use of
funds for personal interests, is arecurring problem (Sumarto, 2022).

Poernomo, (2021) reveaed several examples of embezzlement, such asthe loss
of IDR 170 million to the state due to the misuse of village finances. Y unibar, (2019)
also reported the practice of misuse of village funds by village heads for personal
interests, resulting in a doubling of the budget to IDR 570 million (USD 34,000). In
addition, Marwantono (2019) noted that village heads were also involved in other cases
that caused state losses of IDR 1,059 hillion (USD 65,000) due to the falsification of
financia reports; this shows that the phenomenon of misuse of village finances is not
only financially detrimental but also creates public distrust of the integrity of
governance at the village level. These practices underscore the importance of
strengthening oversight and implementing transparent, accountable systems to prevent
the misuse of village funds. In this context, it is essential to integrate the principles of
good governance with a work culture that prioritizes honest and responsible public
service (Anggelaet al., 2023). The recurring misuse of village funds poses a significant
challenge to establishing a healthy and sustainable village governance system (Sagala
et al., 2023).



Despite efforts to prevent the misuse of village funds, this situation persisted
until 2023. According to Indonesian Corruption Watch (ICW), 187 corruption cases
involving village funds were reported that year. In addition to the rural sector, ICW also
found that corruption permeated other sectors such as government (108 cases), utilities
(103 cases), and banking (65 cases) (Dihni, 2022). The most recent data indicate that,
despite substantial financia resources alocated, there have been instances of village
fund corruption from 2015 to 2024. According to the Corruption Eradication
Commission (KPK), there were a total of 851 cases involving 973 perpetrators, and
50% of whom were village heads (Harahap, 2025). These cases include those occurring
in the following areas: Based on the findings in the Pekalongan District Attorney's
Office, Central Java, the village head of Kesesi, identified as JL, has been named a
suspect in a corruption case involving village funds for the 2024 fiscal year, anounting
to nearly 1 billion rupiah (USD 61,400) (Muslimah, 2025). A separate case involving
the former village secretary of Sukaresik Village, Sidamulih District, West Java
Province, is suspected of embezzling village funds totalling 725 million Rupiah (USD
44,225) for online gambling activities (Enceng, 2024). Moreover, the misappropriation
of land and building tax funds and village funds in Surorejan Village, Puring District,
Central Java, was perpetrated by the village head, resulting in state |osses amounting to
290 million rupiah (USD 17,856) (Aprilianto & Krisiandi, 2024).

This situation highlights that gaps in supervision and accountability for village
fund management remain a pressing issue that needs to be addressed urgently. In this
situation, there is an urgent need to strengthen oversight, establish a more transparent
accountability system, and impose severe sanctions on perpetrators of misuseto prevent
similar cases from recurring. In addition, reforms in the management of village funds
are needed to ensure that this program can genuinely contribute to sustainable
development and improve the welfare of village communities (Hermawati et al., 2022).

2.3.4 Supervision of Village Fund

According to Regulation of the Minister of Home Affairs No. 73 in the year
2020 concerning supervision of village fund management, several parties oversee the
use of village funds, namely the Government Internal Supervisory Apparatus (APIP),
sub-district heads, village consultative bodies (BPD), and village communities
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(Pengawasan Pengelolaan Keuangan Desa, 2020). The following Table 2.4 details the
activities of these parties:

Table 2.4
Supervision of Village Fund Management
No  Position Activity
1 Government Internal Review (re-examination of evidence of activities)

Supervisory Apparatus Monitoring (assessment of the progress of an activity)

(APIP) Evaluation (comparing the success or failure of activities with
existing regulations)
Examination (identification of problems, analysis and evaluation
based on compliance with regulations)
and other supervision (socialization, education, training,

mentoring, consulting and strengthening community-based

supervision)
2 Head of Subdistrict Evaluation of village regulation design,
(Camat) evaluation of village fund management and village assets, and

evaluation of Village Budget Accountability Report documents

3 Village Consultative Planning of village activities and budgets,

Body (BPD) implementation of activities,

report on the implementation of the Village Budget, and
achievements in the implementation of the Village Medium-Term
Development Plan (RPIM Desa), the Village Annual Work Plan
(RKP Desa), and the Village Budget (APB Desa)

4 Village Community Monitoring of village fund management in the form of obtaining
information from the village regarding:
The Village Budget (APB Desa)
Implementation of budget activities and the team that implements
them
Realization of the Village Budget
Realization of activities
Activities that have not been completed or implemented

Remaining budget

Sskeudes has been equipped with analytica tools that facilitate the
identification and prevention of fraudulent activities. Integrating analytical techniques
into this system is intended to enhance its functionality and facilitate early fraud
detection. Identifying unusual patterns or transactions that deviate from established
norms can enable rapid action and further investigation of suspected fraud (Ningrum et
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al., 2022). Furthermore, the system's ability to generate real-time reports enables the
rapid identification of discrepancies. This capability is critical in contexts where delays
in financia reporting could hinder future funding (Salam et al., 2023). Implementing a
system that provides data promptly has been shown to improve accountability and
empower village officials to take decisive action when unusual activities are detected.
Table 2.5 summarizes of Village Fund in Indonesia.



Table 2.5

Summary of Village Fund in Indonesia

No Term

Overview of Village
Fund

Village Fund System
(Siskeudes)

Definition of the term

Purpose of Village Funds:
Legal basis and regulations
Priorities for use
Distribution mechanisms
Development achievements

Objectives & functions of
Siskeudes

Initial problems in villages
Legal basis for the
development of Siskeudes
System features, modules,
and capabilities
Implementation in the
regions

The role of training and
supervision

Database architecture and
system compatibility

Summary

Village Funds are state budget funds distributed through district/city budgets for
village development and empowerment. Their objectives include improving
village public services, aleviating poverty, strengthening the village economy,
and reducing disparities between villages.

Key regulations: Village Law, PMK No. 145/2023, No. 146/2023, Permendes
No. 7/2023, PP No. 146/2023.

The implementation of the Village Fund has produced significant achievements:
construction of 261,877 km of village roads, 1,494,804 m of bridges, 11,944
village markets, 39,844 BUMDes (village-owned enterprises) activities, 76,453
irrigation units, 5,202 reservoirs, 1,281,168 clean water facilities, 422,860
sanitation facilities, 11,599 village health clinics, 64,429 early childhood
education activities, and 60,618 integrated health service posts.

The Village Fund has proven to be a catalyst for physical and social
development in villages.

Sskeudes was developed by BPKP & Kemendagri to improve accountability,
transparency, and efficiency in the management of Village Funds.

Initially, many villages did not have competent human resources, had not
prepared RKPDes (Village Work Plans), APBDes (Village Budget Plans), and
had not compiled financid reports in accordance with regulations.

Sskeudes provides a solution with modules for planning, budgeting,
administration, bookkeeping, and reporting.

The system is Windows-compatible and uses an Access-SQL Server database.
Implementation in Mamasa showed significant improvements in community
participation, report preparation, and transparency. The application of Sskeudes
was supported by training, focus group discussions (FGD), standard operating
procedures (SOP), and APIP monitoring.

The system'’s features enable automatic internal control and data integration so
that reports are neater, more accurate, and compliant with regulations.
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No Term

Sskeudes Flowchart

Challenges of
Siskeudes

Fraud in Village Fund
& Supervision of
Village Fund

Definition of theterm

Data Entry Menu -
Planning

Budgeting
Administration
Bookkeeping

Report Menu
Comparison before and
after Siskeudes

Advantages of Sskeudes
Disadvantages & technical
obstacles

Limitations in human
resources & facilities
Regulatory & bureaucratic
issues

Lack of user understanding
Need for system updates
Risk of fraud

Forms of village fund
misuse

Data on village fund
corruption cases (ICW,
KPK)

Supervision system: APIP,
sub-district head, BPD,
community

Therole of Sskeudesin
fraud detection

Summary

The flowchart explains the entire village fund management process in Siskeudes:
starting from planning (RPIMDes & RKPDes through Musdes), budgeting
(preparation of APBDes based on RKPDes), administration (recording of
revenue and expenditure transactions by the Finance Officer, which results in
the General Cash Book, Tax Cash Book, Bank Cash Book), followed by
bookkeeping (preparation of APBDes realization reports, activity reports, and
other attachments), to the report menu that presents complete, real-time, and
automatic reports.

Compared to manual systems (Word/Excel), Siskeudes produces reports faster,
more accurately, and in accordance with regulations.

Sskeudes has several advantages: it minimizes errorsmanipulation, is efficient,
user-friendly, and available online and offline.

However, there are many obstacles: alack of competent human resources,
limited facilities, sudden regulatory changes, minimal understanding of the
system, system errors and unstable internet, bureaucracy that is considered
ineffective, and features that need to be updated.

Implementation barriers (technical and non-technical) have prevented some
villages from fully utilizing Siskeudes in the accountability process.

Lack of understanding and unilateral changes to the budget formula can open the
door to fraud.

Misuse of village funds occurs in the form of fictitious activities, mark-ups,
unaccountable expenditures, and the use of funds for persona gain (e.g., online
gambling, embezzlement).

ICW records hundreds of cases each year; the Corruption Eradication
Commission (KPK) reported 851 cases (973 perpetrators) between 2015 and
2024, 50% of whom were village heads.

Supervision is carried out by APIP (review, monitoring, evaluation), Camat
(evaluation of regulations & reports), BPD (planning & supervision), and the
community (monitoring of activities & budgets).

Sskeudes also has an analytical feature to detect unusual transaction patterns
and minimize reporting delays, thereby helping to prevent fraud.
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2.4 Fraud Factors

A multitude of factors often significantly impact the occurrence of fraud. As
stated in the fraud mitigation evaluation report by Kline et al. (2024), the primary causes
of fraud encompass not only activities that directly contravene the law, but also income
derived from illegal activities that are not perceived as fraudulent by the perpetrators or
organisations involved. This finding suggests that a substantial number of fraudulent
cases originate from practices designed to conceal non-compliance with relevant
standards or regulations, thereby complicating their direct detection. The Chartered
Institute of Management Accountants expressed another relevant opinion. CIMA
(2021) emphasized that severa factors influencing fraud from the perpetrator's
perspective include the motivation of potential perpetrators and the conditions under
which individuals may justify criminal actions. In such cases, individuals perpetrating
fraud often discern opportunities to commit crimes by exploiting conditions where
deficiencies in supervision or internal controls permit them to operate undetected
(Nehme & Jizi, 2018). Furthermore, the target's suitability for large-scale fraud is a
determining factor in the perpetrator's success in committing the act. It is evident that
an individual perpetrating fraud who is aware of prevailing conditions, including
payment patterns and procurement systems that facilitate such illicit activities, is more
likely to deceive the system.

Fraudsters' technological proficiency is a crucial factor in enabling fraudulent
activities. Technological advancements often enable fraud to expand its scope,
including digital data tampering and the illicit diversion of funds through virtual
transactions (Zainal et al., 2017). The anticipated and actual danger of identification
after fraud commission also affects the fraudster's decision-making process. If the
perceived danger is lower than the possible reward, the likelihood of engaging in
fraudulent activity increases. The anticipated repercussions of detection, encompassing
non-penal outcomes such as employment termination, social shame, or reputational
harm, are determinants that either promote or deter fraudulent behaviour (Sandhu &
Sauja, 2023). Furthermore, the ramifications of fraudulence are often complex,
encompassing financial repercussions for the organization, operational disruptions, and
legal sanctions (Asmah et al., 2020). When the potential gains outweigh the risks borne
by the perpetrator, the act is more likely to be restrained or avoided. Consequently, a
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comprehensive understanding of these elementsis crucia to developing effective fraud
prevention strategies.

An analysis of the factors contributing to fraud indicates that they can be
categorised into four primary elements according to the GONE Theory: greed,
opportunity, need, and exposure (Peng et al., 2024). Greed is a significant factor driving
individuals to commit fraud, as it compels them to seek greater benefits while
disregarding long-term consequences. Opportunity often acts as a crucial catalyst for
fraud, frequently arising in environments with minimal supervision or when individuals
are pressured to achieve specific goals. Moreover, necessity may act as a catalyst for
fraudulent behaviour (Bader, 2024). In these cases, individuals may believe that the
only way to meet immediate needs is through actions that violate established ethical or
moral standards. Furthermore, exposure to an environment or condition that enables
fraud significantly increases the likelihood of fraud. Alongside the advancement of this
theory, the established components of the fraud triangle have expanded to include the
newly identified factor of capability.

The term "capability” denotes an individual's capacity to commit fraud. It is
intricately linked to the concept of competence or knowledge that facilitates the
utilisation of existing system weaknesses. Wolfe and Hermanson (2004) noted that the
ability to perpetrate fraud is a critical factor in decision-making. Individuals with the
capability to do so are considerably more inclined to partake in fraudulent actions than
those without such capacity (Kassem, et al. 2024). Therefore, it is essential to recognize
the significance of this factor and develop strategies to mitigate fraud risk. It may
involve implementing stringent oversight, establishing comprehensive prevention
measures, and creating systems to reduce the likelihood of fraudulent activity.
Chimonaki and Lemonakis (2023) conduct a thorough analysis of the factors
contributing to the prevalence of fraud. The article provides a comprehensive
examination of the fundamental causes and incentives that compel people or
organisations to engage in fraudulent actions. These elements encompass.

1) Inadequate Internal Controls
Internal control is aframework that ensures an organisation maintains sufficient
oversight of its daily accounting practices. The purpose of internal controlsis to protect
assets, ensure reasonable certainty of expected results, and deter fraud and corruption
(Murti & Kurniawan, 2020). Inadequate internal controls often make it difficult to
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assess financial performance against budgets, forecasts, and timelines. Unauthorised
access to financial data and customer records, including sensitive information, may
result in security breaches and compromised accounts. Failures in internal control may
result from either insufficient design or poor execution, often due to unclear limits or a
lack of confidence in the controls.

2) Management Override of Internal Controls

Management holds a crucial responsibility for designing, implementing, and
maintaining internal controls. There is a persistent risk that management will override
controls, especially in collusion aimed at achieving accounting objectives. The
combination of potential internal control override and strong motivation to meet
accounting objectives may lead upper management to engage in unauthorised financial
reporting (PCAOB, 2025).

3) Collusion Between Employees

A study conducted over the past few years by the ACFE (2020) found that the
majority of internal fraud is committed through collusion among two or more
employees. It leads to increased financial losses and poses a considerable challenge for
detection and prevention efforts. It is especialy apparent when collusion takes place
between managers and their subordinates. Management is responsible for preventing
and detecting fraud among subordinates. Fraudulent activities by managers, in
collaboration with employees, compromise the organization's control mechanisms,
thereby increasing the company's susceptibility to financial losses.

4) Collusion between employees and third parties
The cooperation between workers and external parties, such as suppliers or
contractors, inflicts considerable damage on victim organisations; this arises from the
challenges in identifying such actions, which frequently transpire without sufficient
documentation (Villaescusa & Salas, 2021). Instances of these actsinclude bribery and
kickbacks. It occurs when managers exhibit excessive trust in saff, despite inadequate
controls, thereby undermining existing fraud protection mechanisms.
The primary factors contributing to fraud are inadequate internal controls,
management override of internal controls, collusion between employees, and collusion
between employees and third parties. These factors can pose a significant risk to the



organization. To mitigate therisk of fraud, it isessential to implement adequate controls
and maintain close supervision (Handoyo & Bayunitri, 2021).

25  Chapter Summary

This chapter presents a comprehensive literature review on fraud and village
fund management in Indonesia, placing the concepts, forms, determinants, and fraud
control mechanisms as a relevant theoretical foundation for the analysis of Sskeudes-
based village fund management. The discussion begins with an in-depth definition of
fraud that emphasizes the elements of intent, manipulation of information, and the
losses incurred, followed by the main classifications, such as asset misappropriation,
fraudulent statements, and corruption, that consistently appear in various globa and
national findings. Furthermore, this chapter describes fraud incidents at the
international, Asia-Pacific regional, and nationa levels, noting that the village fund
sector, including its management through Sskeudes, is among the most vulnerable to
malpractice. The analysis also focuses on the role of institutions such as APIP, BPKP,
BPK, KPK, BPD, and village communities in ensuring the accountability and integrity
of village fund use, especially when digital systems such as Sskeudes are expected to
strengthen transparency.

This chapter then elaborates further on the role of Sskeudes as the leading
platform for village fund management, covering system architecture, planning,
budgeting, administration, bookkeeping, and reporting modules, aong with
implementation challenges that still arise, ranging from limited human resource
capacity, technical constraints, to inconsistent use of the application, which can open
up opportunities for fraud. The final section of the chapter maps the factors that trigger
fraud through the perspectives of GONE Theory, the fraud triangle, and the fraud
diamond, including structural vulnerabilities such as weak interna controls, the
potential for override by village management, and internal and external collusion that
can occur even though the Sskeudes system has been implemented. Overall, thisreview
establishes a strong conceptual foundation for understanding the complexity of fraud in
Sskeudes-based village fund management and the urgency of strengthening more
adaptive and integrated oversight mechanisms. The next chapter will continue the
discussion of the conceptual framework and the development of research hypothesesin
greater detail.



CHAPTER 3
THEORETICAL FRAMEWORK AND HYPOTHESIS
DEVELOPMENT

3.1 Introduction

This chapter presents the conceptual framework and the development of
hypotheses for this study. This section discusses the theoretical basis of this study,
namely the fraud diamond theory presented in Section 3.2. Sections 3.2 and 3.3
elaborate on the spiritual work ethic, which serves as a moderating variable, while
coping mechanisms will be discussed after hypothesis testing. Section 3.5 presents the
hypotheses developed in this study, grounded in related theories and prior research
relevant to the study's context. Section 3.6 presents the research framework, which is
formed based on the previously constructed hypotheses. Section 3.7 presents the
conclusion in the form of a summary of this chapter.

3.2 Theoretical Foundations of Fraud

3.2.1 Fraud Diamond

The fraud diamond theory, proposed by Wolfe and Hermanson (2004), serves
as an enhanced iteration of the fraud triangle theory established by Cressey, (1953), The
fraud diamond framework delineates four primary components that facilitate the
perpetration of fraud: pressure, opportunity, rationalization, and capacity. The initia
factor, pressure, denotes external or internal factors that compel someone to commit
fraud, such as personal financia difficulties or unattainable performance objectives.
Such pressures frequently create circumstances in which individuals feel obligated to
violate regulations to fulfil specific wants or expectations. The second factor,
opportunity, encompasses circumstances in which deficiencies in an organization's
internal control mechanisms or oversight enable individuals to perpetrate fraud
undetected. This possibility often arises from inadequacies in current regulatory
processes, allowing individuals to exploit existing gaps. Rationalization, the third
component, is the cognitive mechanism by which fraudsters justify their behavior, often



minimizing feelings of remorse or moral wrongdoing. Perpetrators may believe their
acts have inflicted no damage or that they have a right to what they have unlawfully
appropriated. Capability, the fourth factor, refersto the skills, knowledge, and authority
required to perpetrate fraud. An individual with access to relevant knowledge or power,
and the ability to exploit it, is more likely to commit fraud (Peprah, 2018).

Pressure Opportunity

Rationalization Capability

Figure 3.1 Fraud Diamond

The fraud diamond theory presented in Figure 3.1, as modified by Wolfe and
Hermanson (2004), to include the capability element, addresses the shortcomings of the
fraud triangle theory, which is deemed inadequate in comprehensively elucidating fraud
associated with pressure and rationalisation due to its elusive nature (Sorunke, 2016za;
Vousinas, 2019). The competence element encompasses the specific traits and abilities
necessary for fraud to occur, including pressure, opportunity, and rationalization.
Particularly in cases of significant fraud, such deceit is infeasible without individuals
with the requisite expertise to fasfy information. The fraud diamond hypothesis does
not comprehensively elucidate the motivations of fraud perpetrators. Roffia and Poffo
(2025) propose that this may stem from the theory's failure to account for aspects of the
perpetrator's conduct and surroundings that prior theories do not address.

Research on the Fraud Diamond offers significant insights into fraud. Prastiwi
and Meikhati (2024) employ the Fraud Diamond framework to identify financial
statement fraud through the key variables of pressure, rationalisation, opportunity, and
capacity. This study, utilising secondary data from firm financia reports on the IDX
website, demonstrated that pressure and rationalisation significantly influence financial
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statement fraud. Istifadah and Senjani (2020) employed an alternative methodology by
using religion as a moderating variable within the Fraud Diamond framework to analyse
fraud. This study uses primary data from managers of industrial firms in East Java and
finds that opportunity, rationalization, and competency variables significantly influence
fraud, whereas incentives have minimal impact. Nevertheless, religion does not
sgnificantly modify the connection between the Fraud Diamond factors and fraud.
Atmini et a. (2024) expanded the application of the Fraud Diamond to the issue of
plagiarism among graduate students in Indonesia and Malaysia by using Artificial
Intelligence (Al) comprehension as a moderating factor. This research highlights the
importance of overseeing Al systems to prevent plagiarism in educational
environments. These three studies demonstrate the adaptability of the Fraud Diamond
framework in identifying various types of fraud. The findings underscore the
importance of both internal and externa factors, such as religion and technical
understanding, in shaping the likelihood of fraud.

The significance of establishing an efficient control system to mitigate fraud
within organisations. The integration of the levers of control framework with the fraud
diamond theory shows that each lever—diagnostic, boundary, interaction, and belief
systems—makes a gignificant contribution to fraud risk management. Diagnostic
systems monitor performance but may create pressure; boundary systems establish rules
that, if inadequate, can facilitate fraud; interactive systems promote collaboration to
mitigate opportunities for fraud; and belief systems convey values that, if detrimental,
can judtify unethical conduct. A comprehensive strategy that integrates structured
controls with arobust ethical culture is essentia to mitigate fraud risk by addressing the
components of the Fraud Diamond Theory: pressure, opportunity, capacity, and
rationalisation (Kesuma & Fachruzzaman, 2024).

Due to a deeper understanding of the components of Diamond's fraud theory,
organisations and professionals in auditing and accounting today employ more
sophisticated methods to identify and mitigate fraud (Davis & Harris, 2020). These
models consider not only pressure, opportunity, rationalisation, and capacity, but also
psychological elements such as perceived unfairness, which can shape individuals
perceptions to the extent that their actions go unnoticed. Integrating elements in this
manner provides a comprehensive approach to work, facilitating recognition and
understanding of the dynamics within the work environment, while underscoring the
necessity of a robust internal communication system attuned to the organization's needs
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at al levels (Almalki, 2022). This theoretical development represents a significant
advance in enhancing anti-fraud initiatives and strengthening integrity in the
increasingly complex commercia landscape.

Ezgi (2024) asserts that if fraudsters cannot demonstrate their innocence, a
significant fraction of prior fraud cases should not be anticipated to recur in the future.
They maintain that the presence of opportunities is a crucial factor enabling fraud;
hence, they argue that the absence of flaws in the control system or deficienciesin the
monitoring process will render fraudulent activities more difficult to perpetrate.
Furthermore, the presence of personality traits and individuals' capacity to safeguard
their privacy aso influence the propensity to commit fraud. While the Fraud Diamond
theory offers substantial insights into the mechanisms of fraud, particularly regarding
pressure, opportunity, rationalisation, and capability, additional factors must be
considered for a more comprehensive understanding of customers (Hara & Fujimura,
2024). Genera psychological and personal characteristics, such as mora and ethical
standards and personal drive, can significantly influence the level of success that
someone attains in their chosen field.

3.2.2 Element of Fraud Diamonds

3.2.2.1 Pressure

Wolfe and Hermanson (2004) identify pressure as the initial component of the
fraud diamond. Pressure is an urgent circumstance recognized by individuals or groups
that necessitates achieving specific objectives and also provides the impetus to commit
and conceal fraudulent activities. Said et al. (2017) assert that the predominant pressures
identified by fraud specialists encompass financial, criminal, work-related, and other
motivational factors. (Law, 2024) asserted that an individual may embezzle corporate
funds owing to pressures stemming from an urgent need for fast resolution (e.g.,
financial pressure), which cannot be disclosed to others. The predominant financia
stressesinclude avarice, personal indebtedness, alifestyle beyond one's means, elevated
credit payments, financial setbacks, and unforeseen financia requirements (Said et al .,
2018). These causes compel individuals to make detrimental judgments or engage in
fraudulent activities to escape their financia difficulties. These pressures frequently
serve as primary catalysts for theft or resource misappropriation, asindividuals perceive

58



themselves as trapped and regard fraud as the sole remedy for urgent financia
dilemmas.

Pressure is a factor that explains individuals decisions to engage in fraudulent
activities. Opportunities for fraud arise when conditions permit undetected illegal
activities, often due to weaknesses in control mechanisms or inadequate governance
(Yalcin, 2023). In the Fraud Diamond framework, pressure is an important factor that
explains fraudulent behaviour. The Fraud Diamond theory, developed by Wolfe and
Hermanson (2004), incorporates capacity into the Fraud Triangle model. This concept
posits that pressure serves as a motivational factor that drives individuals to engage in
fraudulent behaviour. Individuals under pressure often seek to exploit the situation for
persona gain. Fraud can occur at various levels of management (Kon et a., 2024).
Pressure from superiors, regardless of rank, can motivate individuals to meet
expectations by prioritizing personal interests (Belgasem-Hussain & Hussaien, 2020).

The possibility of perpetrating fraud enhances the correlation between employee
pressure and the intention to engage in fraudulent activities, as evidenced by deficient
internal control systems, the absence of job rotation, and inadequate external control
mechanisms (Said et al., 2018). Several researchers have identified a substantial
correlation between pressure and the occurrence of employee fraud (Aghghaleh et al.,
2014; Purnamasari & Oktaroza, 2015; Kazemian et a., 2019; Mohamed, 2021). By
understanding the relationship between pressure and the components of the Fraud
Diamond, organisations can develop more effective preventive measures. Mitigating
pressure through enhanced support, refining internal control systems, and evaluating
capacity and efficiency are crucia measures for reducing fraud risk.

A review of prior studies reveals notable gaps in pressure research, particularly
when examined in the context of village fund systems. Although financial and work-
related pressures have been shown to contribute to fraudulent behaviour, prior studies
have primarily focused on banking, business organizations, or financia institutions and
thus do not fully capture the unique forms of pressure inherent in village fund systems,
which operate under distinct administrative structures and socia dynamics. At the same
time, discussions on religiosity or cultural values as mitigating influences remain
fragmented and have not been integrated into a comprehensive ethica framework. To
date, no research has examined how financia and work-related pressures interact with
gpiritual work ethics, including religiosity, ethics, and wisdom, to explain fraud
incidents within village fund systems. This gap provides a compelling foundation for

9



developing a research model that is more contextualy aligned with the realities of
village governance. Table 3.1 presents several summaries of prior studies on the use of
pressure variables across various research contexts, from which the researchers
identified gaps as the foundation for this study.
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Table 3.1

Summary Review of Pressure Literature

No

Author & Title

Said etal. (2017)

"Integrating Ethical Values into
Fraud Triangle Theory in
Assessing Employee Fraud"

Sujana, Yasa & Wahyuni (2019)
"Testing of Fraud Diamond
Theory Based on Local Wisdom
on Fraud Behaviour"

Kazemian et a. (2019)
"Examining Fraud Risk Factors
on Asset Misappropriation:
Evidence from the Iranian
Banking Industry”

Istifadah & Senjani (2020)
"Religiosity as the Moderating
Effect of Diamond Fraud and
Personal Ethics on Fraud
Tendencies'

Mohamed et a. (2021)

"The Influencing Factors of
Employee Fraud in Malaysian
Financial Intitutions: The Fraud
Pentagon Theory"

Purbaet a. (2022)
" The Role of an Accountant in
Detecting Corruption”

Year

2017

2019

2019

2020

2021

2022

Result Future Research Variables Sample Theory Journal Publication
Financial and work- Apply the pressure Ethical Values, Fraud Fraud Journal of
related pressure strongly model to local Pressure, Opportunity, —specialists Triangle International Studies.
influence fraud. governments. Rationalization, Vol. 10(2).
Employee Fraud
Pressure increases fraud; Integrating cultural Pressure, Opportunity, Local Fraud Atlantis Press.
local wisdom moderates factors with village- Rationalization, organizations  Diamond
fraud behaviour. fund governance. Capability; Local
Wisdom (M oderator)
Financial pressure Compare private vs. Pressure, Opportunity, Banking Fraud Journal of Financial
strongly affects asset public fraud pressure.  Rationalization, Asset  employees Triangle Crime, 26(2).
misappropriation. Misappropriation
Pressure and stress Longitudinal research  Pressure, Opportunity, Business Fraud JAFR,2(1)
increase the likelihood of on village officias. Rationalization; entities Diamond
fraud; religiosity reduces Ethics; Religiosity
its impact. (Moderator)
Pressure isamajor driver  Pentagon testing in Pressure, Opportunity, Financial Fraud ASMJ, Voal. 20(6)
in the Fraud Pentagon government digital Rationalization, institutions Pentagon
model. systems. Competence,
Arrogance, Employee
Fraud
Financial pressure + Assess audit-trail Pressure, Opportunity, Public Fraud BIRCI Journal, 5(:
opportunity significantly effectiveness in Corruption organizations  Diamond

drive fraud.

Sskeudes.
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No

10

Author & Title

Yalcrn (2023)

"The Fraud Triangle: The Role
and Analysis of Pressure,
Opportunity and Rationalization
in White-Collar Frauds"

Y asa (2024)
"The Effect of Capability on
the Trend of Accounting Fraud

AlKhasyietal. (2024)
"Characteristics of the
Settlement of Corruption Cases
Involving Village Funds
Through Restorative Justice”

Dias-Oliveira (2024)
"Fraud Diamond Theory as an
Academic Fraud Predictor”

Year

2023

2024

2024

2024

Result

Pressure has the strongest
role when controls are
weak.

Capability amplifies the
effect of pressure on
fraud.

Multi-source pressure
increases corruption in
village programs.

All Fraud Diamond
variables predict fraud,
with pressure being a
significant factor.

Future Research

Investigate the role of
pressure in village-
level governance.

Capability research in
Sskeudes users.

Evaluate restorative
justice in preventing
repeated fraud.

Apply the model to
bureaucratic fraud.

62

Variables

Pressure, Opportunity,
Rationalization Fraud

Capahility, Pressure,
Opportunity,
Rationalization Fraud

Pressure, Opportunity
Village Fund
Corruption

Pressure, Opportunity,
Rationalization,
Capability; Academic
Fraud

Sample

Conceptua

Accounting
orgs

Corruption
cases

Students

Theory

Fraud
Triangle

Fraud
Diamond

Fraud
Diamond

Fraud
Diamond

Journal Publication

JBASS

Atlantis Press

Court Review, 4(2)

SAGE Open



3.2.2.2 Opportunity

The opportunity for fraud to occur in an organization is often due to the
perception that the internal control system is not strong enough and that the risk of being
caught is very low (Sandhu, 2019). In this context, the opportunity for individuals to
commit fraud arises when they believe their actions will go undetected, or that even if
detected, no one will take decisive action in response. A weak internal control system
that lacks adequate detection mechanisms and oversight provides an excellent
opportunity for individuals to exploit these weaknesses for personal gain (CFI, 2025).
It is exacerbated when internal controls do not complement effective governance
structures and adeguate transparency. In many cases, these weaknesses are more easily
exploited in organizations with weak management controls, management-dominated
boards, or insufficient independent director involvement. Various studies, such as those
by (Muslim, 2025; Eugster, 2024; Shanikat, 2025), find that companies with weak
management controls and inadequate governance structures are more susceptible to
financial information manipulation. The existence of this gap creates a significant
opportunity for individuals to exploit their position and commit fraud, particularly in
transactions involving related parties or those that are complex.

This phenomenon is exacerbated when perpetrators believe existing internal
controls cannot detect their fraud. Sun and Chen (2022), suggest that the opportunity to
commit fraud arises when perpetrators feel that their actions will not be detected. Even
if detected, no party will take the fraud seriously and respond accordingly. When the
internal control system is weak, individuals in the organization fedl freer to commit
fraud without fear of consequences. Utami et al. (2019) noted that this opportunity arises
when individuals exploit weaknesses in the interna control system to benefit
themselves. Therefore, strengthening and developing an effective interna control
system is critical to reducing opportunities for fraud. However, as stated by Fitri et al.
(2019), fraud can occur even if the internal control is well developed, as long as the
perpetrator still feels that their actions will not be exposed.



Further research conducted by Peprah (2018) shows that close supervision can
reduce fraudsters' ability, especialy when opportunities to commit fraud are minimized.
This study found that more intensive supervision can reduce the likelihood of fraud,
even when existing internal controls are not entirely perfect. More vigilant supervision
[imits the scope for individuals to exploit weaknesses in the internal control system and
reduces opportunities for fraud. In addition, Priyastiwi and Setyowati (2022) also
showed that aweak internal control system directly increases an individual's chances of
committing fraud. In other words, the weaker the internal control system, the greater
the likelihood of fraud in the organization. This research also suggests that to prevent
fraud, organizations must strengthen their internal controls and ensure strict oversight
of all organizational activities.

Zainal et al. (2021) identify two primary factors commonly associated with
fraud cases. low employee morale and inadequate internal controls within the
organisation. Employees who perceive inadequate supervision or an ineffective internal
control system within the organisation may be more likely to engage in fraudulent
activities. This supports the assertion that strengthening internal controls is crucial to
preventing fraud. Enhancing an internal control system can diminish opportunities for
fraud and foster an organisationa culture that deters fraudulent activities. To mitigate
the risk of fraud, organisations should prioritise enhancing internal control systems,
improving oversight mechanisms, and revising current governance structures. These
measures can substantially reduce the risk of fraudulent activity, thereby enhancing
integrity and trust within the organisation.

A review of prior studies shows that discussions of opportunity as a driver of
fraudulent behavior remain focused mainly on weaknesses in internal controls and
governance mechanisms within corporate and financia institutions, leaving the context
of village fund systems underexplored. Although existing studies consistently highlight
that fraud opportunities arise when supervision is weak, and individuals perceive
opportunities to exploit system vulnerabilities, they have not examined how the quality
of supervision and individual attitudes shape perceptions of and responses to such
opportunities within village fund systems (Sskeudes). Moreover, behavioral aspects,
particularly user attitudes, that influence how control weaknesses are interpreted as
exploitable opportunities have not been adequately addressed, as prior research tendsto
conceptualize opportunity primarily from a structural standpoint. To date, no study has
specifically integrated the dimensions of supervision and attitude to explain how fraud
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opportunities emerge and contribute to fraud incidentsin village fund systems. This gap
provides a strong foundation for the present study to offer a more contextualized
understanding of how opportunity is formed, perceived, and translated into fraudulent
actionswithin village governance. Table 3.2 presents several summaries of prior studies
on the use of the opportunity variable across various research contexts, which served as
the primary basis for identifying gaps and establishing the foundation for this study.
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Table 3.2
Summary Review of Opportunity Literature

No

Author & Title

Peprah(2018)

Predictive Relationships among
the Elements of the Fraud
Diamond Theory: The
Perspective of Accountants

Utamietal. (2019)

Fraud diamond,
Machiavellianism and fraud
intention

Dashtbayaz, Salehi &
Hedayatzadeh (2022)

Internal control weakness &
auditor opinions in fraudulent &
non-fraudulent firms

Sun & Chen (2022)
Perceived opportunity
moderating internal-control
effectiveness

Istifadah & Senjani (2020)
Religiosity moderating effect on
fraud tendencies

Year

2018

2019

2022

2022

2020

Result Future Research Variables Sample Theory Journal Publication
Opportunity significantly Explore opportunities for ~ Opportunity, Accountants Fraud IJARAFMS, §(3),
predicts fraud intention, but  reducing complexity in Pressure, Diamond DOI:
this relationship is reduced government digital Rationalization, 10.6007/ijarafms/v8-
when close supervision systems, such as Capability 13/4547
exists. Siskeudes. Fraud Risk
Opportunity is a Test Machiavellianism Opportunity, Employees Fraud Int" 1 Journa of
fundamental driver of fraud  among village officids. Pressure, Diamond Ethics & Systems,
intention; Machiavellianism Rationalization, 35(4).
strengthens the relationship. Capahility, DOI: 10.1108/LTOES
Machiavellianism 02-2019-0042
Fraud Intention
Strong internal controls Examine digital internal Internal Control Firms (Iran) Fraud Journal of Financial
reduce opportunities for control systems. Weakness Theory Crime, 29(1),
fraud; weak controls are Opportunity DOI: 10.1108/JFC-01-
linked to fraudulent Fraud 2021-0005
reporting.
Fraud occurs even when Explore perceived Perceived Employees Fraud Frontiersin
controls exist if the opportunity in Siskeudes Opportunity, Triangle Psychology, 13,
perceived opportunity users. Internal Control, DOI:10.3389/fpsyg.2
remains high. Fraud Likelihood 022.999469
Opportunity significantly Study religiosity among Opportunity, Indonesian Fraud JAFR,2(1).
increases fraud propensity; village treasurers. Pressure, employees Diamond
religiosity reduces this Rationalization,
effect. Capahility;
Religiosity
(Moderator)
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No

10

Author & Title

Priyastiwi & Setyowati (2021)
Kecurangan Dana Desa: Fraud
Diamond & Religiusitas

Haron et al. (2023)
Management control,
transparency and fraud reduction

Eugster (2024)
Internal Governance Mechanisms
and Corporate Misconduct

Shanikat (2025)

Perception of Corporate
Governance Factors in Mitigating
FS Fraud

Muslim (2025)

The Failure of Governance and
Internal Controls in Preventing
Fraud

Y ear

2021

2023

2024

2025

2025

Result Future Research Variables Sample Theory Journal Publication
Weak internal control Examine Sskeudes audit ~ Opportunity, Village Fraud Kajian Bisnis, Vol.
increases the opportunity trail. Pressure, officids Diamond 30(1).
for village fund fraud. Rationalization,

Capahility;

Religiosity

(Moderator)
Strong management control ~ Measure interactive Opportunity, Wagf Fraud JABR, 14(8).
reduces opportunity and control in village systems.  Pressure, stakeholders Theory
pressure for fraud. Management

Control
Weak governance increases  Apply corporate Opportunity, Corporations Fraud Journal of Corporate
fraud opportunities. governance principles to Governance Theory Finance,

village administration. Weakness DOI:10.1016/j.jcorpfi

Fraud n.2024.103245
Governance mechanisms Examine governance - Opportunity, Corporate Fraud JRFM,
reduce opportunities for FS  opportunity linkage in Governance sample Theory DOI:10.3390/jrfmlI80
fraud. Siskeudes. FS Fraud 80430
Weak internal controls Explore technology-based  Internal Control Conceptual Control ResearchGate Preprinl
create ideal opportunity control weaknesses. Weakness Theory
conditions for fraud. Opportunity

Fraud
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3.2.2.3 Rationalization

Siahaan et a. (2019) characterize rationalisation as the development of an
atitude, character, or ethica framework that enables management or employees to
engage in dishonest behaviour. Yang and Chen (2023) assert that rationalisation
involves an effort to justify one's actions, wherein individuals committing fraud seek
rational explanations to validate their behaviour. Lazarus et a. (2025) indicate that
rationalisation holds that immoral acts differ from criminal acts; individuals who cannot
justify dishonest behaviour are less inclined to engage in fraudulent activities.
Rationalisation serves as a predictive tool for identifying fraudulent behaviour (Adeoti
et a., 2020). In instances where justifying fraudulent behaviour proves challenging,
individuals may postpone or refrain from engaging in such actions (Millar, 2024).
Furthermore, fraudsters frequently rationalise their behaviour by perceiving such
actions as prevalent within their surroundings (Istifadah & Senjani, 2020).

Rationalization occurs when individuals interpret their mistakes or injustices as
something socialy acceptable, thus encouraging fraud. This psychological process
involves creating justifications for unethical behavior, which makes the perpetrator fed
more comfortable with their actions. In the context of fraud, rationalization plays an
important role because it alows individuals to commit fraudulent acts without feeling
burdened by morality Cressey (1953). Rationalization is a psychologica mechanism
that helps a person justify unethical actions, alowing them to avoid guilt about
committing fraud. Fraudsters often use rationalization to reduce the mora or ethical
impact of their actions (Awang et al., 2020)—the important role of rationalization in
the fraud process. Rationalization is a psychological mechanism that enables
individuas to justify their unethical behavior, thereby reducing the guilt associated with
committing fraud. Previous research findings by (Igbal, 2016; Oktarigusta, 2017,
Sabatian, 2020) also emphasize the importance of rationalization in inducing fraudulent
behavior.

The research conducted by Haron et a. (2023) on fraud prevention through
control levers is pertinent to the research by Purba, et al. (2022), regarding corruption
detection via corruption detection devices, specificadly the HU-Model, and its
implications for preventing corruption. Both studies investigate the determinants of
unethical behaviour prevention, employing distinct methodologies. Haron et al. (2023)
integrate two significant theories in fraud prevention: Levers of Control and Fraud
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Diamond Theory. These theories encompass variables such as pressure, opportunity,
capability, rationalisation, and organisational control systems.

A review of prior studies indicates that rationalization remains an understudied
dimension in village fund systems. Existing research emphasizes that rationalization
plays a significant role in enabling individuals to justify unethical behavior through
neutralization, mora justification, or self-serving narratives. However, these studies
predominantly examine corporate environments, financial institutions, academic
settings, or conceptua discussions, leaving the specific dynamics of rationalization in
village financial governance insufficiently explored. Moreover, previous research has
not addressed how rationalization develops through two distinct patterns: using
(employing internal justifications to legitimize one's actions) and giving (offering
justificatory narratives to others), in shaping the decisions of village officials when
confronted with opportunities for misconduct within Sskeudes. Existing literature also
tendsto treat rationalization as an individual psychological process, without considering
how collective narratives, local cultural values, or socia structures within the village
environment reinforce or facilitate suchjustifications. Recently, no study has integrated
the use and giving dimensions to explain how rationalization contributes to fraud
incidents in village fund systems. This gap provides a compelling foundation for the
present research to develop a more contextually grounded understanding of how
rationalization operates within village governance. Table 3.3 presents severa
summaries of prior studies on the use of rationalization variables across various research
contexts, which informed the identification of gaps and the design of this study.
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Table 3.3
Summary Review of Rationalization Literature

No Author & Title Y ear Result Future Research Variables Sample Theory Journal Publication
1 Adeoti et al. (2020) 2020 Rationalization/neutralizat  Expand neutralization  Opportunity, Job Pressure, University Neutralizati  EIMBE, 30(2).
Opportunity, job pressure ion mediates pressure messures against Neutralization (Rationalization)  lecturers on Theory DOI:10.1108/EIMBE
& deviant workplace on deviant behaviour. fraud in government Deviant Behavior -08-2017-0002
behaviour: does agencies.
neutralisation mediate
2 Awang et al. (2020) 2020 Rationdlizationiscoreto  Develop expanded Pressure, Opportunity, Review Fraud Board, 7.
Fraud triangle theory: reducing moral guilt; it models for village Rationalization Triangle
Calling for new factors cals for new fraud financia fraud.
factors.
3 Istifadah & Senjani (2020) 2020 Rationalization Apply religiosity Pressure, Opportunity, Employees Fraud JAFR, 2(1)
Religiosity moderating significantly increases moderation to village-  Rationalization, Capability; Diamond
effect on fraud tendencies fraud tendency; religiosity  level fraud. Religiosity
weskens it.
4 Putra & Rahayu (2019) 2019 Rationalization found in Identify Pressure, Opportunity, Village Fraud Unimus Proceedings,
Fraud Diamond Theory in village officias judtifying  rationalization Rationalization, Capability officias Diamond 2.
Village Fund Management the misuse of funds. patterns across Village Fraud
(Demak) villages.
5 Umar, Partahi & Purba 2020 Rationalization is strongly  Test rationalization Fraud Diamond variables Firms Fraud 1JSTR, 9(3).
(2020) linked to fraudulent among village Fraudulent FS Diamond
Fraud diamond analysisin reporting. treasurers.
detecting fraudulent
financial reports
6 Reskino et al. (2021) 2021 Rationalization justifies Study bribery in Pressure, Opportunity, Employees Fraud EKUITAS, 5(1).
Fraud Tendency Through bribery and unethical village fund Rationalization, Capability, Pentagon
Fraud Pentagon: Unethical behaviour; mediates procurement. Arrogance; Unethical

Behavior as Mediator

fraud.

Behaviour
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No

10

11

12

Author & Title

Yang & Chen (2023)
Cognitive rationalization in
occupational fraud

Haron et al. (2023)

Levers of Control & Fraud
Diamond in Fraud
Prevention

Umar et al. (2022)
The Role of an Accountant
in Detecting Corruption

Millar (2024)

Do Green Business
Practices License Sdf-
Dedling?

Lazarus et al. (2025)
Fraud as Legitimate
Retribution for Colonial
Injustice

Shanikat (2025)
Corporate Governance
Factors Mitigating FS
Fraud

2023

2023

2022

2024

2025

2025

Result

Developed a cognitive
rationalization scale;
rationalization is a

multidimensional concept.

Strong ethical controls
and organizational
systems reduce
rationalization.

Rationalization
contributes to corruption
formation.

Rationalization leads to
moral licensing
fraudulent intention.

Rationalization used as a
social justification for
fraud; neutralization
techniques identified.

Governance reduces
rationalization-based
fraud motives.

Future Research

Apply the scaleto
village fund fraud
contexts.

Integrate LoC with
Sskeudes oversight.

Apply to Sskeudes
auditors.

Examine moral
licensing among
public sector staff.

Investigate
rationalization
narratives among
government
offenders.

Study governancein
the village fund
context.
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Variables

Cognitive Rationalization
Dimensions
Fraud Intention

Pressure, Opportunity,
Rationalization, Capability;
Control Levers

Rationalization, Opportunity,
Pressure
Corruption

Moral Licensing
(Rationalization), Ethical
Climate

Fraud

Neutralization, Rationalization,
Fraud Behaviour

Governance, Rationalization
FS Fraud

Sample

Employees

Wegf
stakeholders

Public
accountants

Employees

Offenders

Corporate
respondents

Theory
Cognitive
Neutralizati
on

LoC +
Fraud
Diamond

Fraud
Diamond

Mora
Licensing
Theory

Neutralizati
on Theory

Governance
Theory

Journal Publication

Frontiersin

Psychology, 14.
DOI:10.3389/fpsyg.2

023.1112127

Economic Affairs,
68(2).

BIRCI Journal, 5(3).

Journal of Business

Ethics

Deviant Behavior

JRFM



3.2.2.4 Capability

Capability, in the context of fraud, refers to an individual's inherent propensity
to engage in fraudulent activities, shaped by prevailing opportunities. This capability
can be conceptuaized as a digtinct trait or skill possessed by the individual, which
subsequently motivates the perpetrator to engage in fraudulent acts (Wolfe &
Hermanson, 2004). However, as posited by Mackevicius and Giriunas (2013), not dl
individuals possess the capacity to commit fraud, despite having the motivation,
opportunity, and awareness. This could be due to a lack of capability or an attempt to
concedl the act. Some characteristics associated with capability in fraudulent behavior
include an individual's position within the organization, intelligence, creativity, level of
confidence or ego, and the ability to lie effectively and consistently. In addition, stress
resistance or the ability to manage stressis identified as a significant factor in supporting
a person’'s capability to commit (Wolfe & Hermanson, 2004; Kon et a., 2024). The
importance of adequate supervision in controlling capability is also emphasized by
Peprah (2018), who states that more intensive supervision is needed to mitigate the risk
of fraud. Furthermore, Wu et al. (2021) posit that fraud frequently arises in contexts
where individuals wield significant influence, and the organizationa accountability
system is either dysfunctional or ineffective. In such scenarios, the term "capability”
refers to the high sdlf-confidence of the individual perpetrator of fraud, who believes
that their actions will not be exposed, or even if exposed, will not result in severe
repercussions (Alfordy, 2022; Dorminey et ad., 2012). Research conducted by Istifadah
& Senjani, (2020) found that the elements of the Fraud Diamond (pressure, opportunity,
rationalization, and capability) have a positive influence on fraud tendency. At the same
time, persona ethics does not show a significant influence on the tendency to commit
fraud. However, the study's findings highlight the pivotal role of religiosity in
moderating the influence of the Diamond Fraud elements and personal ethics on the
tendency to commit fraud.

A review of prior studies highlights that capability remains underexplored in
village fund systems. Existing research primarily focuses on an individual's ability to
exploit weaknesses in internal controls, access privileged information, or manipulate
system procedures;, however, these studies are predominantly Situated in corporate,
financial, or organizational environments, which do not capture the unique structural
and social dynamics present in village governance. Moreover, prior studies have not
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examined how structural position within the village administration (position), perceived
superiority or elevated self-confidence associated with authority roles (superiority), and
technological mastery of applications such as Sskeudes (technological capability)
jointly enable individuals to direct, manipulate, or conceal fraudulent actions. Most
existing research treats capability as a technical competency, overlooking how power
relations, hierarchical authority, and digital literacy disparities among village officials
may shape how capability is utilized to exploit system vulnerabilities. To date, no study
has comprehensively integrated the dimensions of position, superiority, and technology
to explain how capability contributes to fraud incidents in village fund systems. This
gap provides a strong foundation for the present research to develop a more
contextualized and empirically grounded understanding of capability in village
financial governance. Table 3.4 presents a summary of several previous studies on the
use of capability variables across various research fields, whose findings informed
researchers identification of gaps for further development.
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Table 34
Summary Review of Capability Literature

No

Author & Title

Peprah(2018)

Predictive Relationships
among Elements of Fraud
Diamond

Sujanaetal . (2019)
Testing of Fraud Diamond
Theory Based on Local
Wisdom

Suryani(2019)

Fraud Diamond in Detecting

FS Fraud

Umar, Partahi & Purba
(2020)

Fraud Diamond Analysis in
Detecting Fraudulent
Financial Reports

Sari et d. (2020) Detection of

Fraudulent Financial
Reporting using Fraud
Diamond

Hermawan et a. (2021)
Levers of Control &
Manageria Performance

Year

2018

2019

2019

2020

2020

2021

Result

Capability significantly
predicts fraud behavior;
strong supervision reduces

it, while intense supervision

reduces its impact.

Capability positively
influences fraudulent
behaviour.

Capability enables the
manipulation of financial
Statements.

Capability strongly linked
to fraudulent FS reporting.

Competence (capability)

significantly affects fraud in

the property and
construction sectors.

Capability interacts with
control systems; strong
belief systems reduce
capability-driven fraud.

Future Research

Explore supervisory
mechanisms in
Sskeudes.

Examine the
interaction of
capability and
cultural normsin
villages.

Examine the
capability of village
fund managers.

Link capability
indicators with
Sskeudes misuse
patterns.

Study capability
variations among
village &ff.

Integrate LoC into
village fund fraud
monitoring.
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Variables Sample Theory Journal Publication

Pressure, Opportunity, Accountants Fraud IJARAFMS, §(3).

Rationalization, Diamond DOI:10.6007/ijarafms

Capability Fraud Iv8-13/4547

Pressure, Opportunity, Loca Fraud Atlantis Press,

Rationalization, organization Diamond DOI:10.2991/teams-

Capability staff 18.2019.3

Fraud

Fraud Diamond variables ~ Manufacturin ~ Fraud Nat' 1 Seminar,

FS Fraud g firms Diamond DOI:10.25105/semnas
vOi05780

Pressure, Opportunity, Firms Fraud LTSIR, 9(3).

Rationalization, Diamond

Capahility

FS Fraud

Capability (Competence), Property & Fraud HSSR, 8(3).

Pressure, Opportunity, construction Diamond DOI:10.18510/hssr.20

Rationalization, Fraud firms 20.83109

Capability, Control Managers LoC Theory  Gadjah Mada Int'l

Systems
Performance/Fraud

Journal of Business,
23(3).



No

10

11

12

Author & Title

Wouetal. (2021)
Financial Fraud Risk
Analysis Based on Audit
Information Knowledge
Graph

Igtifadah & Senjani (2020)
Religiosity Moderating Fraud
Diamond

Andriani et d. (2022)
Fraud Pentagon Elements in
Detecting Fraudulent
Financial Statements

Suhetal. (2019)
Reducing Opportunity and
Fraud Risk Factors

Alfordy (2022)

Effective Detection &
Prevention of Fraud in Saudi
Arabia

Kon et a. (2024) Influence of
Pressure on Intention to
Commit Fraud

Year

2021

2020

2022

2019

2022

2024

Result

Capability tied to control of
information flow; fraud
occurs when accountability
breaks down.

Capability positively
influences fraud; religiosity
weakens the effect.

Capability (director
turnover) increases the
potential for fraud.

Capability influences the
likelihood of occupational
fraud when controls are
weak.

Capability linked to
concealment skills; auditors
detect capability-driven
patterns.

Capability mediates the
pressure-fraud relationship;
higher capability increases
fraud intention.

Future Research

Use Al to detect
capability-driven
fraud in Sskeudes.

Study the
moderation effects
among village
officials.

Evaluate the impact
of leadership
turnover on village
funds.

Control
improvements in
village fund
processes.

Compare public vs
village fund
auditors.

Study mediating
effects in the village
context.
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Variables

Capability, Information
Access
Fraud Risk

Capahility, Pressure,
Opportunity,
Rationalization;
Religiosity

Pressure, Opportunity,
Rationalization,
Capahility, Arrogance

Opportunity, Capability,

Pressure
Occupationa Fraud

Capability, Opportunity,

Pressure
Fraud Prevention

Pressure, Opportunity,
Rationalization,
Capahility;

Fraud Intention

Sample

Organizations

Employees

Firms

Financial
institutions

Accountants/a

uditors

Employees

Theory

Fraud Risk
Analysis

Fraud
Diamond

Fraud
Pentagon

Fraud
Triangle +
Control
Theory

Fraud
Theory

Fraud
Diamond

Journal Publication

Procedia Computer
Science, 199.
DOI:10.1016/j.procs.2
022.01.097

JAFR,2(1).

Linguistics and
Culture Review,
6(S1).
DOI:10.21744/lingcur
e.v6nS1.2145

Int'l J. Law Crime &
Justice, 56.

Ekonomie a
Management, 25(3).

Asian Journal of
Business Ethics, 2024



No Author & Title Y ear Result Future Research Variables Sample
13 Kroll (2023) 2023 Technological capability Examine digital Technological Capability  Global
Fraud & Financial Crime increases the incidence of capability in Digital Fraud corporate
Report digital fraud; individuals Sskeudes misuse. sample
with high system mastery
commit more crimes.
14 Haronetal. (2023) 2023 Capahility is central to Integrate LoC into Capability, LoC Variables Organizations

Levers of Control & Fraud
Diamond Theory

exploiting control
weaknesses; LoC reduces
the risk of fraud.

Sskeudes fraud
prevention.

(Diagnostic, Interactive,
Boundary, Belief)
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Theory

Cyber Fraud
Behavior

LoC +
Fraud
Diamond

Journal Publication

Kroll Report (industry
report)

Economic Affairs,
68(2).



3.3 Spiritual Work Ethics

Predko, (2020) explains that the term "spirituality” refers to a phenomenon that
focuses on one's inner world; spirituality is not merely a component of personality but
rather a paradoxical possibility and capacity to "see beyond". Meanwhile, ethicsis the
study of what can be done, or the science of habits (Bertens, 2024). Ethics is defined as
a normative field in science because it plays arole in determining what one should or
should not do (Daraio & Vaccari, 2020). The intrinsic value of hard work in work ethics,
which comes from the Western tradition as manifested in the Protestant work ethic
ideology, aso reflects the qualities valued in Islamic civilization as contained in the
Qur'an, which states that hard work erases sins, and no one eats better food than what
he earns from his work (Hartono, 2020). Therefore, the difference between work ethics
based on Islamic principles and other work ethics is related to intentions, how
individuals choose their goals, and the source of value determination (Udin, 2024).
According to Usmani (2024), an employee who is not socialized with a standard set of
ethical principles for professiona conduct will rely on a persona code of ethics rooted
in his or her moral framework and shaped by similar past experiences. As an aspect of
an individual's value structure, spirituality has been empirically and theoretically linked
to ethical cognition and can be an important factor in determining how individuas
perceive the ethicaity of a Situation (Teessar, 2024). According to Ali (2015), the basic
principles of Islamic work ethics include effort, competition, transparency, and
responsible behavior.

The presence of fraud in the government sector can be mitigated by
strengthening control mechanisms, including optimizing government auditor
inspections. In this context, a strong sense of responsibility among auditors is crucial
for detecting fraudulent practices. One factor believed to contribute to this sense of
responsibility is religiosity. The concept of religiosity, as defined by (Leventis et d.,
2018; Mostafa et a., 2020). refers to an individua's profound adherence to religious
doctrines, manifesting in strict compliance with the values, norms, and rules that are in
alignment with their religious beliefs. Individuas who exhibit high levels of religiosity
tend to internalize mora principles that profoundly shape their perspectives and
behaviors in both their professional and persona lives. This heightened commitment to
religious principles can influence an individual's professiona behavior, particularly in
adhering to organizationa rules and standards (X. Li et a., 2021). Auditors with ahigh
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degree of religiosity are likely to perceive fraud as a transgression that is directly
opposed to their religious beliefs. This perception can motivate auditors to proactively
identify, investigate, and disclose any instances of fraud that come to their attention.
This assertion is further supported by prior studies showing that individuals with strong
religious convictions exhibit lower tolerance for unethical business practices, including
financial statement irregularities (Leventis et al., 2018). This observation lends further
credence to the notion that an auditor's religiosity can serve as a significant catalyst for
the development of a more transparent and accountable government sector.

Research on ethics and religiosity indicates both positive and negative effects
on organizational and individual performance. Generally, positive results are observed
in the impact of Islamic Work Ethics (IWE) on organizational behavior, performance,
and job satisfaction. For example, research by Romi et al., (2020) found that Islamic
work ethics had a positive effect on organizational citizenship behavior (OCB), job
satisfaction, and organizational commitment. However, job satisfaction did not have a
significant effect on organizational commitment. Similar results were also shown by
Shaheen et al., (2020), who showed that IWE can moderate the negative impact of
organizational nepotism on employee performance, thereby reducing the negative
effects of the practice. Another study by Javed et al. (2020) found that transformational
and transactional leadership styles positively affect manageria effectiveness, with IWE
mediating the relationship between transactional leadership and this effectiveness.
However, IWE did not mediate the relationship between transformational |eadership
and transformational outcomes, suggesting that its influence may vary by leadership
type. In addition, (Purnama et al. 2021) confirmed that the Islamic work ethic
contributes positively to employee performance, with the transformational leadership
style strengthening the relationship more than the transactional leadership style.
Research conducted by Al-shamali et al., (2021) shows that the Islamic Work Ethic
increases employee commitment to change across affective, normative, and
continuance aspects. Additionally, IWE also helps reduce deviant behavior within the
organization. However, there are potential negative effects that need to be considered.
For example, Sattar et al. (2021) noted that athough work ethics can increase
productivity, they can also trigger workaholic behavior, which is considered a negative
effect if not managed well.

Previous research indicates that other factors, such as ethical culture and

spiritual intelligence, may play a greater role in reducing the intention to commit fraud,

78



even under pressure. Research conducted by Khusnah and Agustina, (2022) found that
an ethical culture in the organization can reduce the tendency to commit accounting
fraud. This occurs because employees at the company hold strong moral convictions,
so organizational pressures cannot influence their behavior, even if the organization
promotes an ethical culture. In addition, Mahdi et al. (2021) state that high spiritual
intelligence in individuals can prevent fraud by strengthening spirituality and faith,
which, in turn, is expected to reduce the intention to commit accounting fraud. This
suggests that internal factors, such as spirituality and morality, may play astronger role
in preventing fraudulent behavior than external influences, such as SWE. Previous
research by Wijayani and Ratmono (2022) indicated that organizationa ethical culture
can reduce the likelihood of accounting fraud. This suggests that the moderating effect
of SWE may be insufficient, particularly when individuals have a strong moral
foundation or are in an environment that strongly supports ethical conduct. These
findings suggest that relying solely on SWE may be insufficient to mitigate the negative
effects of pressure on fraudulent behavior, and that a more holistic approach is needed
to address the fraud problem effectively. In this study, the combination of dimensions
that form SWE, namely religiosity, ethics, and wisdom, is expected to have a significant
impact on fraud mitigation. Religiosity is expected to shape a heart that fears sin, while
ethics shape a mind that knows what is right, supported by wisdom that guides wise
actions in any situation.

A review of previous studies reveals that discussions of Spiritual Work Ethic
(SWE) have predominantly emphasized the roles of religiosity, ethical conduct, and
spiritual values in strengthening ethical awareness and reducing fraudulent tendencies.
Although existing research consistently demonstrates that spirituality, Islamic work
ethics, religiosity, and related constructs can constrain rationalization, limit the
exploitation of opportunities, and reduce the misuse of capability, most of these studies
have been conducted in corporate, financial, educational, or conceptual settings.
Consequently, they do not fully capture the unique sociocultural dynamics of village
fund systems. Furthermore, prior research has not examined how SWE, across its core
dimensions of religiosity, ethics, and wisdom, functions as a moderating variable
shaping the relationships among pressure, opportunity, rationalization, and capability
in the operations of village fund management systems, such as Sskeudes. Recently, no
study has integrated these three SWE dimensions into a comprehensive model that
explains how spiritual work values reinforce moral boundaries and buffer the effects of
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fraud diamond components on fraud incidents in village fund systems. This gap
provides a strong rationale for the present study to develop a more contextually
grounded and theoretically robust understanding of SWE's moderating role within
village governance. Table 35 presents several summaries of previous studies on
religiosity, ethics, and wisdom across various research fields, whose findings inform

researchers identification of gaps for further development.
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Table 3.5
Summary Review of Spiritua Work Ethics Literature

No

Author & Title

Krishnakumar & Neck
(2002).

The "What", "Why" and
"How" of Spirituality in
the Workplace

Ali(2015).
Islamic Work Ethicsin a
Dynamic World

Leventiset a. (2018). The
Impact of Religiosity on
Audit Pricing

Anindya & Adhariani
(2019).

Fraud Risk Factors and
Tendency to Commit
Fraud

Gheitani et d. (2019).
Intrinsic Motivation
Mediates Islamic Work
Ethics—> Satisfaction &
Commitment

Year

2002

2015

2018

2019

2019

Result

Workplace spirituality fosters
ethical awareness and reduces
the misuse of opportunities.

IWE emphasizes
responsibility, transparency,
and moral discipline, reducing
unethical application of

capability.

Higher religiosity strengthens
ethical sensitivity against
rationalization.

Rationalization significantly
increases the tendency for
fraud.

IWE strengthens intrinsic
motivation & commitment,
reducing unethical
exploitation of capability.

Future Research

Apply spirituality as an
SWE moderator in
opportunity-fraud
models.

Use IWE as SWE core
dimension moderating
capability-fraud.

Apply religiosity-based
SWE to auditing fraud.

Insert SWE to moderate
rationalization-fraud link.

Study SWE enhancing
intrinsic motivation to
reduce fraud capability.
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Variables

Workplace
Spirituality

Islamic Work
Ethics

Religiosity,
Audit Pricing

Pressure,
Opportunity,
Rationalization,
Capahility

IWE, Intrinsic
Motivation,
Commitment

Sample

Employees

Conceptua

Audit firms

Employees

Bank
employees

Theory

Spirituality
Theory

Islamic Ethics

Ethics/
Governance

Fraud
Triangle

IWE/ OB

Journal Publication

Journal of Managerial

Psychology, 17(3),
153-164.

Religions (2015).

Journal of Business
Ethics, 148, 53-78

IntT Journal of Ethics
and Systems, 35(4),
545-557

International Journal of
Ethics & Finance,
12(1).



No

10

11

Author & Title

Rustiarinietal. (2019).
Why People Commit
Public Procurement Fraud?
The Fraud Diamond View

Predko (2020). Imperatives
of Spirituality: Essence
and Key Meanings

Romi et d. (2020). Ilamic
Work Ethics-Based
Organizational Citizenship
Behavior in Indonesia

Shaheen et d. (2020).
Does Organizational
Cronyism Lead to Lower
Employee Performance?
Moderating Role of IWE

Mostafa et a. (2020). The
Religiosity-Morality
Interaction and Auditor
Independence in Egypt

Maham et . (2020).
Impact of Islamic
Spirituality and Islamic
Social Responsibility on
Employee Happiness

Year

2019

2020

2020

2020

2020

2020

Result

Weak internal control creates
an opportunity for
exploitation in procurement
fraud.

Spirituality enhances moral
clarity and strengthens ethical
decision-making, thereby
reducing opportunities for
fraud.

IWE promotes integrity,
responsibility, and ethical
behavior, thereby limiting
opportunities for fraud.

IWE reduces deviant behavior
driven by cronyism, thereby
reducing opportunities for
fraud.

Religiosity increases moral
boundaries, enhancing
resistance to opportunitiesto
commit fraud.

Islamic spirituality elevates
ethical reasoning and reduces
the misuse of opportunities.

Future Research

Examine the SWE effect
on perceived opportunity
in village governance.

Operationalize spirituality
as an SWE dimension.

Apply IWE to the SWE
framework in village fund
management.

Apply IWE in public
finance governance.

Test religiosity as an
SWE component in
government auditing.

Integrate Islamic
spirituality as an SWE
dimension.
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Variables
Pressure,
Opportunity,

Rationalization,
Capahility

Spirituality

Islamic Work
Ethics, OCB

IWE, Cronyism

Religiosity,
Morality -e
Ethics

Idlamic

Spirituality, ISR

Sample

Procurement
officers

Conceptua

Lecturers

Employees

Auditors

Employees

Theory

Fraud
Diamond

Spirituality
Theory

Islamic Ethics

OB + |damic
Ethics

Ethical
Behaviour
Theory

Islamic Ethics

Journal Publication

Journal of Public
Procurement, 19(4),
345-362.

Beytulhikme, 10(1),
69-78.

International Journal of
Higher Education, 9(2),
78-84.

Frontiersin
Psychology, Vol. 11,
Article 579560.

Managerial Auditing
Journal, 35(8), 1009 -
1031.

Cogent Business &
Management, 7(1).



No
12

13

14

15

16

Author & Title

Koomson et a. (2020).
Determinants of Asset
Misappropriation:
Moderating Role of
Internal Controls

Daraio & Vaccari (2020).
Using Normative Ethics
for Building a Good
Evaluation of Research
Practices

Javed et a. (2020).

The Relevance of
Leadership Styles and
Islamic Work Ethics in
Managerial Effectiveness

Purnamaet a. (2021).
Leadership Styleas a
Moderating Variable
Influence on the
Relationship Between
Islamic Work Ethic and
Performance

Al-Shamali et d. (2021).
The Influence of ISlamic
Work Ethics on
Employees Responses to
Change

Year

2020

2020

2020

2021

2021

Result

Weak internal controls enable
the exploitation of
opportunities in asset
misappropriation.

Normative ethics establishes
the ethical "ought to do,"
foundational to the SWE
ethics dimension.

IWE mediates leadership -«
ethical effectiveness, reducing
exploitation of opportunities.

Leadership, inspired by IWE,
enhances commitment to
ethics and reduces unethical
opportunism.

IWE builds ethical
commitment, suppressing
unethical opportunity
exploitation.

Future Research

Compare the effectiveness
of SWE vs internal
controls.

Use normative ethics for
SWE construct
refinement.

Analyze leadership -
SWE interplay in fraud
risk.

Study SWE-leadership
synergy.

SWE application in the
village government.

Variables

Capahility,
Opportunity,
Internal Control

Normative
Ethics

Leadership
Style, IWE

IWE,
Leadership

Islamic Work
Ethics, Change
Commitment

Sample

Employees

Conceptua

Managers

Teachers

Bank
employees

Theory

Fraud
Diamond

Ethics

Leadership
Theory

IWE/
Leadership

IWE Theory

Journal Publication

Journal of Financial
Crime, 27(4), 1143-
1159.

Scientometrics, 2020.

PSU Research Review,
4(3).

Proceedings Val. 42,
233-238

International Business
Review, 30(5).



No
17

18

19

20

21

22

Author & Title

Sattaretal. (2021).
Uncovering the Indirect
Impact of Work Ethic on
Engineering Students
Productivity

Hayati & Amalia, (2021).
Religiosity, Mordity &
Village-Fund Fraud
Prevention

Mahdi et a. (2021). Fraud
Prevention with Spiritual
Intelligence

Wijayani & Ratmono
(2022).

Early Warning of
Organizational Ethical
Culture in Accounting
Fraud

Arroisi et al. (2022). The
Concept of Sdf-
Actualization from
Western and Islamic
Perspectives

Abdullah et d. (2023).
Internal Governance &
Fraud Prevention System:
Potentiality of the Spiritual
Quotient

Year

2021

2021

2021

2022

2022

2023

Result

Work ethic affects behavior,
including potential negative
behaviors relevant to fraud
risk.

Religiosity/morality lower
rationalization-based fraud.

S| reduces unethical
capability misuse.

Ethical culture prevents fraud
by minimizing the
exploitation of opportunities.

Islamic self-actualization
(tazkiyah) reinforces ethical
discipline, reducing
opportunities for fraud.

Spiritual quotient increases
governance integrity and
reduces opportunities for
fraud.

Future Research

Examine the negative side
of SWE.

SWE-morality model in
village funds.

S as SWE sub-
dimension.

Integrate SWE & ethical
culture for fraud early-
warning.

Include Idamic f-
actualization in SWE.

Use SQ inside SWE for
fraud prevention.
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Variables

Work Ethic,
Workaholism

Religiosity,
Morality

Spiritual
Intelligence

Ethical Culture

Isamic Sdf-
Actualization

Spiritual
Quotient,
Governancee
Fraud

Sample

Students

Village
officias

Employees

Organizations

Conceptua

Local
government

Theory
OB Theory

Fraud
Prevention

S| Theory

Ethical
Culture
Theory

Islamic Ethics

Governance
Theory

Journal Publication

Working Paper

Indonesian Accounting
Review, 11(1)

Estudios de Economia
Aplicada, 39(12)

ICONBMT
Proceedings, 210-218.

Zawiyah Jurnal
Pemikiran Islam, 8(1)

Journal of Governance
and Regulation, 12(4).



No

23

24

25

26

27

Author & Title

Teessar (2024).
Ethics and Science in
Philosophy

Kell et d. (2024)

Impact of Motivation &
Opportunity on Academic
Fraud

Mandal & Amilan (2024).
Fathoming Fraud: Theories
& Pathways

Roffia & Poffo (2025).
Fraud Polygon Model

Kundi et a. (2025).
Ethics, Faith &
Engagement: Voice
Climate

Year

2024

2024

2024

2025

2025

Result

Normative ethics shape
ethical reasoning and can
strengthen SWE in fraud
mitigation.

Opportunity + pressure
increase academic fraud;
religiosity mitigates but does
not eliminate it.

Ethics weakens opportunity-
driven fraud; spirituality
influences the fraud pathway.

Opportunity central node;
unethical culture accelerates
fraud.

Ethics & faith reduce deviant
rationalization.

Future Research Variables
Integrate normative ethics Normative
into the SWE framework.  Ethics
SWE in academic Opportunity,
integrity. Motivation,
Pressure;
Religiosity
Fraud
SWE + opportunity full Ethics,
mediation model. Spirituality,
Fraud Pathway
SWE x fraud polygon Fraud Polygon
integration. variables
SWE integration for Ethics, Faith

capability &
rationalization.
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Sample

Conceptua

Students

Conceptual

Firms

Employees

Theory
Ethics

Academic
Fraud Theory

Fraud Theory

Fraud
Polygon

Ethical
Behaviour

Journal Publication

MPRA Paper No.
120932 (2024)

Journal of Educational
Integrity

JFC, 31(5), DOl
provided

JRFM, DOI provided

Journal of Business
Ethics, 198(1), 127-
141



34 Coping Mechanisms

According to Algorani (2023), the term "coping" refers to the way people
respond to and interact with problematic situations. Lazarus and Folkman (1984)
defined the word "coping" as the act of "constantly changing cognitive and behaviord
efforts to manage certain external and/or internal demands that are judged to overburden
or exceed one's resources.” They aso made it clear that coping is an "effort to manage”
the situation and is therefore distinct from the outcome and from "mastery.” In other
words, coping mechanisms refer to adaptive actions by individuals in response to an
event that is considered disturbing and changes the circumstances around the work
environment (Bakker, 2021). Coping strategies are carried out by focusing on problems
and emotions (Chaaya et a., 2025). According to Stuart and Sundeen (1991), coping
strategies that focus on problems can be done by means of confrontation and
compromise, while Lazarus and Folkman (1984) stated that the coping strategies can be
confrontative and involve seeking social support. Meanwhile, coping strategies that
focus on emotions, as put forward by Stuart and Sundeen (1991) and Lazarus and
Folkman (1984), are contingent on positive factors, such as identification and
sublimation through positive reappraisal, accepting responsibility, and self-control.

Several aspects underpin the fraud prevention process, including ethics,
integrity, human values, organizationa culture, and the work environment. These
elements are important to build into the fraud prevention process, which must be
established within a comprehensive framework of regulations or laws that apply
equally. It is essentia to break the chain of afraud culture that has become increasingly
entrenched in various elements. The following research findings underscore the
importance of this element in fraud prevention. Research by Reskino et a. (2023) at a
financial institution suggests that, to reduce fraud, Islamic work ethics are necessary
within a fraud prevention framework, thereby minimizing potential fraud. In addition,
Juhandi (2022) demonstrated that establishing strong ethical norms at the top
management level can foster a culture of transparency and accountability, which is
critical to combating fraud. Furthermore, integrity plays an important role in the fraud
prevention process. Asnawi et a. (2025) found that incorporating integrity and fraud
risk considerations into the risk management framework can effectively mitigate asset
misuse. In addition, the study demonstrates that implementing a whistleblowing system
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and increasing fraud awareness can enhance internal oversight and foster a culture of
accountability, where integrity becomes a key benchmark in reducing fraud.

Another aspect is human values, organizational culture and work environment.
The integration of humanitarian values and ethical principles within an organization is
greatly needed. Research by Suh et al., (2018) found that the most important investment
in fraud prevention efforts is internalizing ethical values. In line with these findings,
(Tripermataet al., 2023; Warren, 2023) also state that efforts to provide formal training
related to ethical behavior can result in continuous improvement in organizational
culture, so that unethical behavior and fraudulent practices can be reduced. Still related
to organizationa culture, according to Wijayani and Ratmono (2022), a strong
organizational culture will function as a supervisory mechanism, reinforcing clear
standards of behavior that define what is acceptable in an organization. Similarly, the
opinions of Andini and Wicaksono (2021) state that building a positive work
environment, including a strong code of ethics, regular training, and apparent fraud
reporting mechanisms, will be very important in building a fundamentally anti-fraud
culture.

In addition to a strong organizational culture, the work environment plays a
crucia rolein fraud prevention efforts. Widhianingtyas and Hapsari (2023) found that
when an organization provides an ethical work climate, values employee opinions, and
treats employees fairly, employees are more likely to report unethical behavior, thus
acting asafrontline in the fight against fraud. Thisresult isalso supported by Tripermata
et al. (2021), who found that an ethical culture increases the intention to whistle-blow,
thereby facilitating the early detection and prevention of fraud. In line with this, Putra
et a., (2021) state that organizational culture can moderate the effectiveness of internal

control and community participation in preventing fraud.

3.4.1 Ethicsand Integrity

Individual ethics are a set of values that exist within a person, enabling them to
distinguish between right and wrong, good and bad, what should be done and what
cannot be done. On the other hand, integrity isgenerally understood asa superior quality
that exists as a whole and in individual and organizational contexts; it is also closely
related to ethics and grounded in ethical reflection in daily actions (Ariff et al., 2021).
While cultivating individual ethics and integrity is a lifelong process, applying these
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principles can help address problems related to unethical practices in organizations
(Sgjari et al., 2018). As opined by Yusoff et al. (2019), integrity and ethicsin work and
organization are related to the good deeds done at work and all of them are closely
related to religious teachings and responsibilities as human beings; thus, the lack of
integrity among employees and interested parties will result in administrative
malfunctions and fraud within the organization. They aso stated that the measure of
success in implementing a culture of ethics and integrity in an organization is reflected
in reduced fraud cases and breaches of trust (Westmarland, 2025). Nonetheless, a
company's ability to prevent its employees from engaging in fraudulent activities
depends heavily on the integrity of its workforce. For instance, a police force with poor
ethics and integrity ismore likely to engage in corruption (Prenzler, 2022). In addition,
based on the study by Cahyadi and Sujana (2020), the integrity of the village apparatus
reduces the likelihood of fraud in village finance management, and vice versa
Consistent with these results, Saluja et al. (2021) reported that individuals with lower
integrity are more likely to be involved in higher levels of mismanagement.

Additionally, integrating ethics and integrity into research policies and
responsible-conduct training is essential. Integrating these principles avoids a purely
procedural, self-regulatory approach that can undermine the purpose and positive
impact of science. Although normative measures may appear repressive when
determined solely by law without prior ethical consensus, the law, through a dialogical
approach, can provide security for researchers and trust for society. The revised
European Code of Conduct for Research Integrity lasechko et al., (2023) emphasizes
the key role organizations play in preventing and detecting unethical conduct, including
protecting whistleblowers.

3.4.2 Human Values

According to Gibson and Frakes (1997), individual behavior encompasses all
actions performed by a person, such as thinking, speaking, walking, or acting in
accordance with an attitude. This attitude determines the extent to which an individual
can perform specific tasks (Awang, 2019). If anindividual feelstheir work isrewarding,
it will be easier to increase their productivity (Fishbein & Ajzen, 1975). In addition, if
an individual exhibits positive feelings toward atransaction, even if it violates generally
accepted accounting principles, the decision intention may shift toward violating those
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principles. This includes individuals who use illegal means to achieve their life goals
(Hendra et al., 2025). Each individual has differences in their behavior. If someoneis
always honest, then honesty will be attached to them, and vice versa; if they have a
fraudulent character, then honesty will be challenging to apply. In addition, the
foundation of faith plays an important role in shaping one's personality (Efremov,
2025). Therefore, an individual's behavior is influenced not only by attitudes and
evaluations of specific actions, but also by values centered on moral principles and faith.

Practical human resource (HR) management is critical to achieving competitive
businessgoals. In thiscontext, HR playsarole not only in carrying out daily operational
tasks but also in making significant contributions to improving the overall effectiveness
and efficiency of the organization (Mushtaq et al., 2022). Effective HR management
ensures companies recruit the best employees who work with dedication and
professionalism to support company goals. Additionally, effective HR management is
crucia to creating asafe and productive work environment. It aimsto develop a skilled
workforce capable of adapting to changing environmental conditions and dynamic
business needs (Norhayati et al., 2023). In this process, HR becomes the primary
element that enables organizations to face the challenges and opportunities that exist,
both within and outside the company (Maskuroh et al., 2023).

HR acts not only as an operational tool but also as adriving force that integrates
various activities to achieve organizational goals and objectives. Therefore, strategic
and careful HR management is essential to create an ideal work environment that
supports team members in achieving common goals (S. A. R. Shah et al., 2023). In the
face of rapid, complex change, HR serves as the integrator of various activities to
sustain organizational performance and create a work ecosystem that supports
productivity and innovation. Thus, effective HR management is the key to addressing
various challenges and seizing opportunities in an increasingly competitive era.

3.4.3 Organizational Culture

Tuanakotta (2014) defines organizationa culture as the values embraced and
shared by the members of an organization, which are reflected in their attitudes,
behaviors, and commitment to the organization or company. Organizationa cultureis
not limited to formal values outlined in company policies or guidelines, but also
encompasses informal values developed through daily interactions. These values play
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an important role in shaping the mindsets, behaviors, and work attitudes of
organizational members, which ultimately determine their effectiveness in achieving
common goals. Additionally, organizational culture is one of the most significant
factors influencing relationships among individuals, leadership styles, and decision-
making processes within organizations (Extensis, 2025). Organizationa culture
encompasses norms, beliefs, and principlesthat govern the way organizational members
interact with one another, both internally and externally. These norms not only guide
behavior but also shape the organization's collective identity, giving members a sense
of belonging. By providing a consistent framework, organizational culture facilitates
coordination and cooperation among individuals, creates harmony, and increases
employee loyalty and commitment to the organization's vision and mission (Achievers,
2025). In this context, organizational culture serves as the "glue" that holds the
organization's elements together, creating a conducive and productive work
environment.

Organizational culture is defined as the set of core values, beliefs, norms, and
practices that guide an organization's operations (Tadesse & Debela, 2024). It
encompasses the behaviors, communication patterns, and interactions among
individuals within the organization, as well as interactions with external stakeholders.
A robust organizational culture fosters a healthy, collaborative, and productive work
environment, thereby contributing to the organization's long-term success.
Organizations with a cohesive and relevant culture tend to demonstrate greater
adaptability in the face of external challenges and changes in the dynamic business
environment. In contrast, organizations with weak cultures often struggle to foster
coordination among individuals, manage conflict effectively, and implement change.
Organizational culture encompasses more than rigid formal rules or guidelines; it also
establishes an emotional and psychological foundation that influences organizational
decision-making and the resolution of challenges (Sumartik et al., 2022). For instance,
a culture that fosters transparency, teamwork, and innovation can influence how
employees respond to pressures or opportunities in the work environment.
Consequently, organizational culture is a critical lever for sustaining employee
motivation and ensuring the organization's competitiveness in the market.

Syifa& Ahman (2022) underscored the pivotal role of organizational culturein
fostering organizational sustainability and catalyzing innovation in their seminal work.
They elucidated that an organizational culture conducive to openness, collaboration,
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and continuous learning fosters creativity and adaptability anong employees, which is
particularly salient in the contemporary era, where innovation is indispensable for long-
term success. Organizations that cultivate an innovative culture are better able to adapt
to changing environments and enhance their competitive edge by generating added
value for customers and stakeholders (Heisterkamp, 2019). Consequently,
organizational culture plays a pivotal role in determining an organization's overall
success. Beyond establishing internal values, organizational culture can function as a
catalyst for enhancing competitiveness, improving performance, and fostering
innovation. In the long term, a robust and pertinent organizational culture will enable
entities to achieve sustainability (Costa et al., 2020), a state that confers not only
financial benefits but also has the potential to exert afavorable influence on the broader
socia and business environment.

In the context of fraud prevention, it is important to understand that
organizational culture plays a central role in creating an environment that supports
integrity, transparency and accountability (Panatap, 2024). A healthy organizational
culture not only serves as a foundation for promoting ethical behavior but aso helps
reduce the risk of fraudulent activity that can damage the organization's reputation and
stability. A strong culture establishes norms, values, and principles that encourage
individuals within the organization to adhere to a mutualy agreed-upon code of
conduct, thereby fostering a healthy and safe work environment that minimizes
unwanted deviations. Awareness of the importance of an anti-fraud culture must be
applied holistically at various levels of the organization (Jalil, 2018).

Thefirst step isto build collective awareness of the potential threat of fraud and
how to address it through principles that promote integrity. An organizational culture
that fosters a strong work ethic, transparent business processes, and an effective control
system will automatically reduce the risk of abuse or fraud, which often arises from
individuals or groups with ulterior motives (Setyawan et al., 2023). The important role
of organizational culturein fraud prevention is aso supported by the importance of tone
at the top, where leadership plays a critical role in communicating ethical values that
guide all members of the organization (Panatap, 2024). Tone at the top fosters high
standards in decision-making and job performance, reflecting a strong commitment to
integrity. When leaders set a clear example by living up to the company's code of
conduct, employees are more likely to follow suit, creating a culture that does not
tolerate fraud. Additionally, implementing appropriate policies and procedures is
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crucia to fostering an anti-fraud culture. Policies cover not only the legal aspects but
also the ethical principles that ensure each individual performs their role in accordance
with the prescribed standards. In this case, organizations need to ensure that the policies
implemented are not only designed to meet regulatory requirements but also serve as
effective controls against potential irregularities that could damage the company's
credibility (Florence, 2015).

Research shows that implementing a structured ethics program can significantly
reducetherisk of fraud (Johari et al., 2022). This program encompasses vari ous aspects,
including ethics training, counseling on the importance of integrity, and ongoing
monitoring of business ethics policy implementation. (Lawal, 2024) asserts that a
comprehensive ethics program helps shape the collective character of a more ethical
organization and indirectly plays arole in creating an environment that is intolerant of
fraudulent behavior (Vorecol, 2024). The primary challenge in devel oping an anti-fraud
organizational culture is ensuring consistent application.

Dion (2019) explains that a poorly controlled culture can reinforce dishonest
attitudes through a socialization process that is not closely monitored. Therefore,
strengthening internal controls and consistently enforcing regulations are necessary to
ensure ethical values are applied thoroughly and effectively across the organization.
Strengthening organizational ethics not only improves fraud prevention but also fosters
a healthier, more harmonious work environment. Rustandy et. al. (2020) showed that
organizations with a strong culture have high levels of employee engagement and a
work environment that supports innovation. Employees who feel valued and secure in
performing their roles in accordance with ethical norms tend to be more productive and
loyal to the organization. Fraud prevention efforts focus not only on internal controls
but also on how organizational culture can foster transparency and accountability at all
levels. By integrating ethics into operational policies, strengthening effective oversight,
and setting a tone at the top that prioritizes integrity, organizations can significantly
reduce their risk of fraud and improve overall operational quality (Wibowo & Tobing,
2022). As a result, a strong corporate culture is a critical foundation for building
sustainable internal and external trust in the organization.
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3.4.4 Work Environment

Nusraningrum (2024) defines the work environment as encompassing all
physical and non-physical elements that may influence employees' performance in their
designated roles. This concept encompasses not only internal factors, such as
organizational culture and operational systems, but also external factors, including
socia interactions and the physical characteristics of the workplace. Awang (2019)
posits that a work environment that fosters, endorses, or even tacitly permits unethical
actions, such asfraud, islikely to see a substantial upsurge in such behaviors among its
employees. Boussema and Belkacem (2022) underscore the pivotal role that prevailing
work-environment characteristics play in determining the emergence of ethical or
unethical activities. In this context, the environment can function as a catalyst for
positive behaviors or, conversely, as an enabler for unethical activities such as fraud
(Hardin, 2020). Furthermore, an inefficient, poorly structured, or poorly designed work
environment has been identified as a contributing factor to an increased risk of
fraudulent activity (Awang, 2019). This suggests that elements such as policies,
supervision, and workspace organization play a critical role in cultivating an
environment that fosters integrity.

In addition, Asundi (2025) highlights that features of the physical environment,
such as space layout, lighting, and security levels, also significantly affect the likelihood
of criminal activity, including fraud. A less favorable physical environment may
provide opportunities for individuals to commit unlawful or unethical acts.
Furthermore, criminals perception of environmental weaknesses, such as a lack of
surveillance or system vulnerabilities, can increase the risk of an individua or
organization becoming a target of a breach (Townsley, 2024). Consequently, it is
imperative to ensure that the work environment not only fosters productivity but also
mitigates the likelihood of fraudulent or unethical activities.

A study by Nabawi (2019) found that the work environment has a positive and
crucia impact on employee performance. The same conclusion was reached in a study
by Lestary and Chaniago (2017), which found that the work environment playsacrucial
role in enhancing employee performance. A supportive work environment fosters
employee engagement, thereby improving work performance (Rasool et al., 2025).
Conversely, an inadequate work environment has been shown to negatively impact
employee performance, resulting in diminished productivity and quality of work.
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Companies must prioritize factors that support a healthy, supportive work environment
to enhance overall employee performance. Table 3.6 summarizes the literature on
coping mechanisms.



Table 3.6
Summary Coping Mechanism Literature

No.

Author

Lazarus &
Folkman(1984)

Stuart &
Sundeen (1991)

Bakker (2021)

Algorani (2023)

Chaayaet d.
(2025)

Title

Stress, Appraisal, and Coping

Pocket Guide to Psychiatric
Nursing

Job Demands-Resources
Theory and Self-Regulation:
Coping Inflexibility

Coping Mechanisms (Stat
Pearls)

Adaptive versus maladaptive
coping strategies: insight
from Lebanese young adults
navigating multiple crises

Descriptions

Coping is defined as constantly changing cognitive and behavioral efforts to
manage internal/external demands that are assessed as exceeding an individual's
resources. Explains two key processes: cognitive appraisal (assessment of the
situation) and coping (problem-focused & emotion-focused), as well as their
impact on physical and mental health.

Problem-focused coping (e.g., confrontation, compromise) and emotion-focused
coping (e.g., identification, sublimation, acceptance).

A combination of highjob demands and |owjob resources triggersjob strain and
burnout, especially when thejob uses maladaptive self-regulation strategies, such
as coping inflexibility and self-undermining. Conversely, adaptive strategies such
as recovery and job crafting can reduce the negative impact of job demands.

Coping is defined as thoughts and behaviors mobilized to manage internal and
external stressful situations. It is clearly distinguished from more unconscious
defense mechanisms. Algorani categorizes various types of coping (problem-
focused, emotion-focused, meaning-focused, social/support-seeking) and
discusses examples of adaptive vs. maladaptive coping and their implications for
mental health.

Adaptive coping (e.g., problem-focused, seeking socia support) is associated
with higher well-being, while maladaptive coping (e.g., denial, substance use,
self-blame) is associated with higher levels of depression, anxiety, and
uncertainty.
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Sources
Book - Springer Publishing

https://books.google.com/books/about/Stress
_Appraisal_and_Coping.html?id=i-
ySQQuUpr8C (books.google.com)

Book - Mosby-Y ear Book - Edition info
(2nd ed, 1991):

Article/theoretical study - Job Demands-
Resources theory & self-regulation -

https.//repub.eur.nl/pub/129981
(repub.eur.nl)

Reference chapter - Stat Pearls (NCBI
Bookshelf)

https.//eurekamag.com/research/072/022/072
022720.php (eurekamag.com)

Journal article - BMC Public Health

https.//www.nchi.nlm.nih.gov/books/NBK 55
9031/ (europepmc.org)
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35 Hypothesis Development

The first element of the fraud diamond theory to be analyzed is pressure, which
sgnificantly influences the decison to participate in fraudulent behavior. This
opportunity occurs in contexts where specific conditions permit fraudulent activities to
remain unnoticed. These conditions frequently arise from deficiencies in the control
system or inadequate governance, facilitating an environment where individuals can
commit fraud within the organization (Yalcin, 2023). Sujana et al. (2019) highlighted
that pressure has a substantial positive impact on fraudulent behaviour. Additionally,
Priyastiwi and Setyowati (2021) found that pressure increases the probability of fraud
in the management of village funds, indicating that individuals under pressure are more
likely to engage in fraudulent activities. Numerous studies have established a strong
relationship between pressure and the incidence of employee fraud (Aghghaeh et dl.,
2014; Purnamasari & Oktaroza, 2015; Kazemian et a., 2019; Mohamed, 2021).
According to the findings, Istifadah and Senjani (2020) argue that financia difficulties,
negative behaviours, and work-related stress may increase the risk of fraudulent
behaviour. Kusumawati and Dwi (2020) demonstrate that pressure significantly
increases the tendency toward accounting fraud. Suryani (2019) indicated that pressure,
especially related to financia objectives, positively influences the occurrence of
financial statement fraud.

Fraud within the village fund management system can be associated with the
Diamond Theory of Deception, initialy formulated by Cressey (1953). The fraud
triangle comprises three primary components. pressure, opportunity, and
rationalisation. The fraud triangle elucidates how these factors interact to facilitate
fraudulent behaviour. The Diamond Theory of Deception’'s emphasis on individual skill
as a supplementary component underscores its significance in the context of fraud. Yasa
(2024) posits that the presence of an individual capable of identifying and leveraging
opportunities facilitates the occurrence of fraud. In the context of village fund
management, heightened pressure on administration, budget oversight, and supervision
may create opportunities for skilled individuals to engage in fraudulent activities. Purba
et a. (2022) suggest that financial pressure and opportunity significantly influence
fraudulent activities, especially when interna control mechanisms are inadequate (Dias-
Oliveira, 2024). The findings of Al Khasyi, et. a, (2024) highlight the crucia
importance of a controlled work environment in preventing fraudulent behaviours in
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organisational contexts. Pressure from multiple stakeholders, including the government,
community, and external environment, combined with ample opportunities, establishes
conditions conducive to fraud. Without individuals possessing the requisite skills to
identify and exploit these opportunities, the realisation of fraud remains unlikely. From
this argument, we propose the following hypothesis:

H1: Pressure has a significant influence on fraud incidents in the village fund system
(Siskeudes).

Opportunity constitutes the second element of the fraud diamond theory and is
crucia in facilitating fraudulent behaviour. Sujana et al. (2019) argue that the presence
of opportunities positively affects fraudulent behaviour. In this context, opportunities
denote situations or conditions that enable individual sto engage in unauthorised actions
with minimal risk of detection. This indicates that, without stringent oversight and a
robust control system, individuals are likely to exploit vulnerabilities to commit
fraudulent activities for personal gain. The findings of the current study are consistent
with those of Istifadah and Senjani (2020), who established that opportunity plays a
significant role in an individua's likelihood of engaging in fraudulent activities.
Substantial opportunities allow individuals to exploit positions, data, or organisational
assets for personal gain without significant fear of legal consequences. Istifadah and
Senjani (2020) argue that, without strong internal control systems, individuals are
inclined to exploit existing conditions. Utami et al. (2019) argue that opportunity serves
as a fundamental driver for the development of fraudulent intentions. In organisational
environments characterised by inadequate procedures and oversight, individualstend to
exploit these weaknesses to pursue unethical goals. Kusuma et al. (2019) demonstrate
that opportunity significantly enhances the tendency for accounting fraud. In this
context, the alteration of financial statements often arises from the chance to convey
misleading information to external parties, which may not be easily identifiable as
mi srepresentations.

Dashtbayaz et al. (2022) reinforce these findings by demonstrating that an
effective and efficient internal control system within an organization can prevent
varioustypes of fraud at different levels. A strong internal control system isresponsible
for reducing or even eliminating opportunities for individuals to misuse data or exploit
existing weaknesses. If the organization does not have an adequate control system, the
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opportunity to commit fraud is greater, which ultimately increases the risks faced by the
organization. Therefore, it isimportant for organizations to continually strengthen their
internal control systems to create a fraud-free environment and maintain stakeholder
integrity and trust. These results are consistent with the findings of Tinay et al., (2022),
who assert that deficiencies in internal control and ineffective supervision increase the
likelihood of fraudulent activity.

Haron et al. (2023) conducted research indicating that a well-structured
management control system can significantly diminish the opportunities and pressures
that may lead individuals to commit fraud. This study emphasises the significance of
interactive control and trust-building as essential strategies for enhancing transparency
and accountability within organisational settings. Bancin and Sari (2023) assert that
individuals tendency to exploit system vulnerabilities significantly impacts the
prevalence of fraud. These individuals, viewing themselves as capable and bold,
undertake actions that do not correspond with their genuine characteristics. The
management of municipal financial resources is susceptible to vulnerabilities in
oversight, transparency, and accountability systems, which may foster conditions that
allow fraudulent activities to go undetected. From this argument, we propose the
following hypothesis:

H2: Opportunity significantly influences fraud incidents in the village fund system
(Siskeudes).

Rationalisation is the third component of the Fraud Diamond theory, essential
for understanding individual motivations behind fraudulent behaviour. Sujana et al.
(2019) argue that rationalisation positively influences fraudulent behaviour, as
individuals frequently use it to alleviate feelings of guilt or moral pressure, thus
enabling unethical actions. The influence of rationalisation on fraud detection,
especially regarding village funds management, is supported by the research of Putra
and Rahayu (2019). Their findings highlight the importance of understanding
rationalisation patterns for the early identification of fraudulent activities. The study by
Umar et al. (2020)underscores the considerable influence of rationalisation on financial
reports containing fraudulent components. The study employs the model as an
analytical tool, demonstrating a strong correl ation between rationalisation and financial

98



data manipulation. Suryani (2019) determined that changes in directors, often reflecting
particular rationalisation strategies, positively impact the occurrence of fraud in
financial statements. In line with these findings, Istifadah and Senjani (2020)
established that rationalisation significantly affects individuals' tendency to participate
in fraudulent activities.

Haron et al. (2023) assert that the integration of adequate controls, alongside
strong ethical valuesand religiosity, can reduce the opportunities and pressures that |ead
to fraud. The integration of these elements enhances the likelihood that organisations
foster a transparent and integrity-driven work environment. Tinay et al. (2022)
identified findings that illustrate the effectiveness of a control system in decreasing the
probability of fraudulent activities, often rooted in rationalisations, such as the
perception that using funds for personal benefit is defensible. A further aspect of
rationalisation involvesthe justificationsindividuals use when providing gifts or bribes,
based on the bdief that these actions serve as rational methods to attain particular goals
(Reskino et al., 2021). This empirical evidence indicates that rationalisation plays a
crucia rolein the occurrence of fraud, particularly in village fund management systems.
Thus, we propose the following hypothesis:

H3: Rationalization significantly influences fraud incidents in the village fund system
(Siskeudes).

The Fraud Diamond theory asserts that capability constitutes the fourth element
of fraud. Sujana et al. (2019) indicate that capability positively influences fraudulent
behaviour. Thisindicates that individuals with greater power, position, or access within
an organisation are more likely to engage in fraudulent activities, as they can exploit
opportunities without detection. Putra and Rahayu (2019) conducted research that
supports these findings, indicating that capability positively and significantly influences
fraud detection, especially regarding village funds. This study conceptualises capability
as a factor that facilitates individuals' access to resources and information that may be
misappropriated and subsequently hidden to perpetrate fraud. A study by Andriani et
al. (2022) indicated that the capability variable, represented by director turnover,
positively and significantly influenced fraud in financial statements. This study
highlights that aterations in leadership or management roles within an organisation,
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typically associated with greater access to or control over resources, can increase the
likelihood of fraudulent activity. This finding is consistent with the conclusions of
Suryani (2019), which indicates that capability positively influences the occurrence of
fraud in financia statements. Individuals with high capability demonstrate greater
proficiency in manipulating financial data for personal or collective interests.

A study by Istifadah and Senjani (2020) revealed a positive correlation between
capability and the propensity for fraudulent behavior. This suggests that individuals
with greater capability and access are more susceptible to fraudulent activities. This
finding is corroborated by Sari et al. (2020), who identified a positive relationship
between capability, as measured by competence, and fraud in village governments in
Sidoarjo District. This suggests that an individual's level of competence or expertise
within an organization can increase the likelihood of fraudulent activity, as such
individuals possess a deeper understanding of how to exploit existing system
vulnerabilities. Furthermore, research by Kusuma et al. (2019) also demonstrates that
capability exerts a positive and significant effect on the propensity for accounting fraud.
This study underscores the notion that the capabilities possessed by individuals in the
organization, encompassing knowledge, position, and access to information, engender
augmented opportunities to perpetrate accounting fraud, with deleterious consequences
for the organization as awhole.

In the Fraud Diamond theory, capability plays a pivotal role in identifying
potential fraud within an organization. Research conducted by Haron et al. (2023)
demonstrates that capability is associated with individuals ability to exploit
opportunities within the organizational system, thereby increasing therisk of fraud. This
research integrates the Fraud Diamond theory with the Levers of Control to develop a
framework for fraud prevention in organizations, with particular emphasis on the
capability element. The research underscores that capabilities extend beyond the power
or position individuals hold in the organization, encompassing skills, knowledge, and
access that can be utilized to perpetrate fraud. Capability functions as a catalyst,
enabling individuals to exploit vulnerabilities in control systems and evade detection
(Hermawan et al., 2021). Consequently, a meticulously designed managerial control
system, comprising diagnostic, boundary, interactive, and belief control mechanisms,
can serve as a crucial deterrent for competent individuals seeking to engage in
fraudulent activities (Suh et al., 2019).
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The findings of Haron et al., (2023) show the efficacy of a comprehensive
management approach, encompassing the elements of the Fraud Diamond, particularly
capabilities, through the implementation of an effective control system. This approach
isinstrumental in mitigating the potential for fraudulent acts, thereby fostering a more
secure and reliable organizational environment. As Dorminey et al. (2010), have
demonstrated, individuals in positions of authority tend to have greater access to
information resources, which may alow them to engage in fraudulent activities with
greater ease. Furthermore, the study revealed that individuals who perceive themselves
as having substantial power tend to believe they are above the law, thereby fostering
confidence in their ability to commit fraudulent acts. In addition to positiona and
superiority considerations, another salient factor concerns technological capabilities.
Individuals with superior technological mastery have been observed to perpetrate fraud
more frequently than those with limited technological proficiency (Kroll, 2023).

Based on the empirical evidence described in the previous paragraph of this
subchapter regarding the influence of capability on fraud, it can be concluded that
capability plays a significant role in facilitating fraud, particularly in village fund
management systems. This assertion is based on the premise that capability confers on
individuals the capacity to capitalize on existing opportunities and to misuse resources
under their management. This misuse can result in fraudulent activities that inflict harm
upon other parties. Based on this argument, the hypothesisis proposed as follows:

H4: Capability has a significant influence on fraud incidents in the village fund system
(Siskeudes).

Furthermore, this study will explain the results of several previous studies
related to the use of spiritual work ethic as a moderating variable, namely, according to
Feltz and Cokely (2024), ethics can be understood as an understanding of right and
wrong. The integration of religious aspects in professional ethics provides a solid
foundation to overcome the shortcomings of current professional ethics codes, which
are primarily rooted in rationalism alone (Langerak, 2022). Miller (2023) states that the
possession of work ethic values cannot be separated from one's level of religiosity.
Therefore, a similar set of spiritua principles, such as honesty/truth, trust, humility,
forgiveness, compassion, gratitude, service, and serenity/security, is essential for
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employees to thrive and progress in the modern business world. In addition, Islamic
work ethics are important to implement in the workplace because they provide benefits
not only to individual Muslims who are guided by these principles, but also to those
who are not Muslim (Chupradit, 2022). For example, according to Al-Arimi et al.
(2016), Islamic work ethics significantly affect the relationship between organizational
performance, infrastructure capacity and knowledge management processes.

The existing study by Istifadah and Senjani (2020)indicates that an individual's
religion is directly correlated with a reduced propensity for fraudulent behaviour.
Furthermore, Hayati and Amalia (2021) suggest that the cultivation of individual
morality among village officialsis a crucial strategy for preventing fraudulent practices.
Sahla and Ardianto (2022) assert that ethical standards might serve as a deterrent to
cheating, especially in the context of external auditor settings. Based on these
arguments, the hypotheses regarding Spiritual Work Ethic as amoderating variable will
be discussed one by one as follows:

This study suggests that greater emphasis on ethical culture and spiritual
intelligence may be crucial for reducing the tendency toward fraudulent behaviour, even
under significant pressure. A pivotal study by Khusnah and Agustina (2022)
demonstrates that a strong ethical culture within organizational frameworks can
significantly deter accounting fraud. This phenomenon arises from the strong moral
integrity demonstrated by individuals within the organizational environment, which
makes them resistant to external pressures, even when the organizational culture
promotes unethical behaviour. Mahdi et al. (2021)argue that elevated spiritual
intelligence in individuals may deter fraud by enhancing spirituality and faith, thereby
reducing the intention to commit accounting fraud. This indicates that internal factors,
including spirituality and morality, may play a more significant role in mitigating
fraudulent behaviour than external influences such as SWE.

Several prior studies have examined the relationship among spiritual work ethic,
pressure, and fraud in organizational and technological contexts. In their 2024 study,
Stahl and Eke (2024) highlighted the ethical implications of emergent technol ogies such
as ChatGPT, underscoring social justice, accountability, and environmental concerns
that can influence ethical decision-making and potentially increase the risk of fraud
(Stahl & Eke, 2024). Ariail et al. (2021) examined the perception of ethical leadership
and political skillsin an accounting context, which showed a high correlation between
the two. The results of this study indicate that ethical sensitivity can be influenced by
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political factors and work experience, which in turn can affect fraud-related decision-
making (Ariail et d., 2021).

A study conducted by Hong et a. (2022) investigated the correlation between
the quality of codes of ethics and audit fees, revealing that customers with worse codes
of ethics face an increased risk of lawsuits and necessitate greater audit costs. This
indicates that a deficiency in ethical integrity within the organisation may precipitate
fraud, resulting in increased costs for the corporation. Azhar et a. (2022)examined the
legalisation of predominant business ethics regulations through a socio-cognitive
identity approach, emphasising the risk of excessive individualisation of accountability,
which may impose further stress on employees within the framework of stringent fraud
prevention.

Murikah et a. (2024) emphasised the need for openness, accountability, and
regulation in managing bias and ethics in Al systems utilised in auditing. This
investigation confirmed that insufficient ethical safeguards may increase the likelihood
of fraud. Conversely, Wijayani and Ratmono (2022) suggest that organizationa ethical
culture can serve as a mitigating factor against the proclivity for accounting fraud. This
lends credence to the notion that the moderating influence of SWE may be inadequate,
particularly in circumstances in which individuals possess a robust moral compass or
are part of an organizationally oriented, profoundly ethical milieu. These findings imply
that reliance on SWE alone may be insufficient to counter the deleterious effects of
pressure on fraudulent behavior. A more comprehensive approach is necessary to
adequately address fraud.

Webster et a. (2023) define "religiosity” as related to an individua's spiritua
beliefs and practices. It is noteworthy that religious individuals frequently demonstrate
a hesitance to yield to fraud or significant pressure, which may obscure the impact of
this dimension of religiosity. The study conducted by INSTNT (2023) highlights the
importance of mora values in decision-making during high-pressure situations. The
study indicates that wisdom alone may be insufficient to address urgent demands in
these situations, emphasising the necessity for individuals to draw upon their moral
values while sustaining their wisdom under pressure. An alternative ethical perspective
on this spiritua work ethic is presented through the ethical dimension, wherein the
principles and values guiding an individual's actions may be compromised under
significant pressure, particularly in the absence of viable alternatives to the challenges
encountered (Kroll, 2023). From this argument, we propose the following hypothesis:
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H5: Spiritual work ethic moderates the relationship between pressure and fraud
incidents in the village fund system (Sskeudes).

The sixth hypothesis posits that the spiritual work ethic moderates the
relationship between opportunity and the propensity to engage in fraudulent behaviour.
Opportunity serves as a fundamental catalyst for fraudulent behaviour, frequently
arising from weaknesses in internal controls, insufficient oversight, or systemic
vulnerabilities that individuals may exploit (Roffia & Poffo, 2025). Spiritual Work
Ethic (SWE) is aconcept that is often regarded as capable of reducing opportunities for
fraud by establishing clear structures, stringent procedures, and robust internal controls.
The presence of SWE is expected to reduce opportunities for fraud, as a standardised
work system will enhance supervisory effectiveness and complicate the exploitation of
system weaknesses. The research conducted by Mandal and Amilan (2024) produced a
novel model that integrates fraud theory with a persona ethics framework. This
integration clarifies the influence of spirituality on fraudulent behaviour, especially in
contexts with ample opportunities. The research suggests that ethical considerations
may be overridden in the face of significant opportunities, particularly when control is
perceived as inadequate.

The presence of ineffective controls or governance systems within an
organization can create opportunities for individuals to engage in fraudulent activities.
In the field of accounting, these ineffective controls are referred to as "internal control
weaknesses." Various factors increase the likelihood that employees commit fraud
within an organization. These factors include a lack of disciplinary action, negligence,
or theviolation of personnel policies (Rustiarini et al., 2019). As posited by Pamungkas
(2018), employees capacity and fortitude to discern vulnerabilities inherent in
organizational systems and to exploit them can catalyze fraudulent activities. Two key
factorsthat foster such activities are the organization's vulnerability to manipulation and
conditions that engender fraud within the organization.

Spiritual work ethics play a pivotal role in curbing fraudulent activities and
fostering ethical conduct within professional and academic settings. A study by
Kowaleski et al. (2020) underscores the significance of integrating ethical principles
into professional training, demonstrating a substantial decline in the propensity for
unethical behavior among investment advisors. The findings reveal that advisors who
sat for exams with a greater proportion of ethics- and rule-based content were 25% less
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likely to commit violations than those who sat for exams with minima emphasis on
ethical content. This underscores the significance of fortifying ethical values in
professional education and training to enhance integrity and mitigate the risk of fraud.
In a related study, Shahmoradi and Rahmanian (2020) examined the impact of
religiosity on the propensity for fraud in accounting. The findings indicated that
religiosity, grounded in moral values, exerted a negative influence on the inclination to
engage in fraudulent activities. This further supports the notion that spirituality can
influence the level of fraud, particularly in professional contexts that demand high levels
of accountability. Furthermore, Reinhold et al. (2021) examined students' motivational
and emotional orientations in facing self-regulation challenges in higher education,
finding that students with more promising orientations reported higher expectations of
success and a greater need for social interaction in the learning process. These results
suggest that motivational and emotional dimensions, often associated with a spiritual
work ethic, may shape ethical behavior in educational settings. Concurrently, research
by Kell (2024) underscored the impact of motivation and opportunity in amplifying
academic dishonesty, particularly in the context of online assessments. The study
indicated that religiosity mitigates the propensity for unethical behavior, although
prevailing pressures and inadequate time management often overshadow it.

In contrast, Utomo et al. (2021) examined the impact of individual intentions on
fraudulent behavior, emphasizing the moderating effect of religiosity. Their findings
indicated that religiosity did not substantially moderate the relationship between
individuals' intentions to commit fraud and subsequent actions. However, opportunity
and rationalization continued to exert a positive influence on the intention to commit
fraud. This study underscores the significance of other factors that can influence ethical
behavior, beyond the scope of religiosity as a moderating variable. In a similar vein,
Istifadah and Senjani (2020) integrated the elements of the Fraud Diamond, namely
pressure, opportunity, rationalization, and capability, and found that religiosity can
moderate the relationship between these elements and fraud tendency. This research
confirms that spirituality not only plays arole in reducing fraud but can also serve as a
significant moderating factor in different contexts, including the financial and academic
sectors.

A spiritual work ethic can enhance integrity and reduce unethical behaviour,
particularly in professional settings. To effectively reduce fraud, organizations should
integrate Software Engineering practices with other methodologies, including
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promoting an ethical culture, educating employees on the importance of integrity, and
leveraging technology to strengthen internal controls. This comprehensive strategy may
be more effective in minimizing opportunities for fraud and reducing the organization's
risk of fraud. Thus, the hypothesisis proposed:

H6: Spiritual work ethic moderates the relationship between opportunity and fraud
incidents in the village fund system (S skeudes).

This study examines the hypothesis that spiritua work ethic moderates the
relationship between rationalisation and the propensity to commit fraud.
Rationalisation, as articulated by Cressey (1953), refers to the process through which
individuals provide justifications for their fraudulent behaviours, even when such
actions contravene recognised ethical or legal standards. This rationalisation process
reduces or removes the guilt felt by individuals involved in fraudulent activities. This
phenomenon arises as individuals employ rationalisation to resolve internal moral
conflicts stemming from a perceived discord between their actions and the moral and
legal principles they uphold. The Spiritual Work Ethic (SWE) serves as a moderating
variable that influences the strength of the relationship between rationalisation and the
likelihood of committing fraud. SWE denotes the spiritual values and work ethics that
direct individuals in fulfilling their duties and responsibilities with integrity, honesty,
and adherence to high moral principles. The hypothesis posits that, when SWE is
present, individuals will be more adept at regulating the rationalisation process, often
recognised as the main driver of fraudulent behaviour. The findings of research by Zou
et al., (2023) support this viewpoint, indicating that religiosity often serves as a
mitigating factor in individuals' likelihood of engaging in unethical behaviours, such as
fraud. In contrast, individuals possessing robust ethical principles generaly exhibit
integrity and responsibility, even when faced with opportunities for fraudulent conduct
(Hermanson & Wolfe, 2024).

The present study hypothesizes that the spiritual work ethic can strengthen
internal control over the urge to rationalize unethical actions, thereby rendering
individuals more sensitive to potential moral or legal violations. In this study,
hypothesis H7 posits that SWE may weaken the association between rationalization and
the propensity to commit fraud. In summary, individuals with a strong spiritual work
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ethic are more likely to refrain from or reduce the tendency to rationalize behaviors that
are incongruent with their moral values, thereby averting fraudulent activities. In
accordance with Hermanson and Wolfe (2024), individuals with strong spiritual beliefs
are more likely to reject behaviors that contradict their moral values, such as integrity
and honesty. Concurrently, research outcomes presented by Kundi et al. (2025) indicate
that individuals who possess a pronounced degree of wisdom tend to possess the
capacity to discern the long-term ramifications of their actions, encompassing the
repercussions they may encounter as a consequence of engaging in fraudulent
behaviors.

Rationalization has been identified as a significant motivator for individuals
contemplating fraudulent activities (Dias-Oliveira, 2024). This psychological tendency
involves justifying one's actions, thereby reducing the guilt associated with them.
Rationalization enables individuals to validate their behaviour morally, even when it
involves violations, such as the fraudulent misuse of assets. This assertion is supported
by previous research by Mardiah (2021). Research by Meihendri et al. (2022) explored
rationalization in the context of financial statement fraud, highlighting that executives
involved in false financia reporting often rely on rationalization to justify their actions.
These prior studies collectively build a strong theoretical and empirical foundation for
the hypothesis that rationalization plays an important role in influencing fraud
tendencies in the asset management domain (Anindya & Adhariani, 2019; Hashim et
al., 2020; Mohamed et al., 2021).

The current findings indicate that, in a standardised work environment,
individuals may face restricted opportunities to rationalise cheating, as stringent rules
and procedures complicate moral justification. In situations where work standards are
inconsistently applied, individuals may more easily find justifications for ther
fraudulent behaviour, even when such behaviour is considered unacceptable. In
conclusion, these findings suggest that the effective implementation of SWE can be a
crucia tool in fraud prevention. Organisations can significantly reduce the risk of fraud
by limiting the opportunities for individuals to rationalise their actions. Hence, we
propose the following hypothesis:

H7: Spiritual work ethic moderates the relationship between rationalization and fraud
incidents in the village fund system (S skeudes).
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The extent to which an individual may perpetrate deception is significantly
affected by the amount of SWE. Research indicates that when SWE escalates, the
impact of individual talents on dishonest behaviour correspondingly intensifies. This
study indicates that SWE mediates the relationship between capacity and fraud, thereby
enhancing our understanding of how individual capability may affect ethical behaviour.
According to the findings of Abdullah et al., (2023), the spiritual quotient has been
shown to improve the effectiveness of internal control mechanisms established by the
government to combat fraud inside local governments in Indonesia. This discovery
strongly aligns with the findings of Saputri et al. (2023), who determined that spiritual
intelligence serves as a mediating factor in the influences on fraudulent inclinations,
including the use of financia information systems.

The concept of "individual capabilities’ in the context of fraud refers to an
individual's potential to engage in unethical acts, encompassing their aptitudes,
awareness, and intellect (Koomson et al., 2020b). However, the absence of substantial
SWE may impede the transition of these capabilities into fraudulent actions. SWE
functions as a moderating factor, determining the extent to which these capabilities can
be trandated into fraudulent acts. When SWE is high, individuals are more likely to
refrain from cheating, even when they have the capacity to do so, because strong ethical
and spiritual values encourage ethical behavior. Islamic spirituality, which is part of
SWE, is considered an important dimension of a person's personality. Organizations
that support spirituality can improve work ethics and individuals' resistance to pressure
to commit fraud (Krishnakumar & Neck, 2002; Maham et al., 2020). The process of
self-actualization in Islam, which involves balanced social development through self-
correction (tazkiyatu nafs). (Arrois et al., 2022; Rothman et al., 2024) suggests that
individuals with high levels of spirituality will have stronger work ethics and be better
at addressing ethical challenges. A robust work ethic exerts a direct influence on job
satisfaction and organizational commitment (Gheitani et al., 2019). Individuals who
possess both high spirituality and a strong work ethic demonstrate an enhanced capacity
to refrain from unethical behavior, even when such actions are potentially feasible.
Consequently, SWE functions as an effective deterrent to fraudulent conduct, promotes
workplace integrity, and fortifies commitment to ethical principles.

Itis essential to emphasise that SWE serves a crucial moderating function in the
relationship between individual ability and the incidence of deception. This argument
contends that although individuals may possess the capacity to commit fraud,
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heightened spirituality and a robust work ethic may reduce the likelihood of such
behaviour. Theincorporation of spiritua values in the workplace not only mitigates the
propensity for unethical behaviour but also strengthens work ethics and dedication to
ethical standards. In light of the reasons above, we propose the following hypothesis:

H8: Spiritual work ethic moderates the relationship between capability and fraud
incidents in the village fund system (S skeudes).

3.6 Research Framework

This study aims to uncover factors influencing fraud incidents in village fund
systems, as outlined in Chapter 1. This study aims to analyse the factors that facilitate
fraud in village fund administration and to identify preventive strategies to mitigate risk,
emphasising the importance of openness and integrity. Chapter 2 describes severd
pieces of literature related to this study, namely fraud, village funds in Indonesia, and
fraud factors. Chapter 3 employs the diamond theory of fraud, including pressure,
opportunity, rationalization, and capability, as the primary analytical framework. This
theoretical model will be examined to elucidate the interplay among these components
and their influence on the likelihood of fraud happening. This study introduces the
incorporation of spiritual work ethics asamoderating variable. It isposited that spiritual
work ethics, by embedding robust moral and ethical principles in village fund
management, can enhance fraud prevention initiatives. A survey methodology is
employed to collect quantitative data and examine trends in variables associated with
fraud. At the same time, open-ended enquiries concerning coping strategies yield
comprehensive insights into participants experiences and perspectives on village fund
administration and potential fraud vulnerabilities.
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Figure 3.2 Research Framework

Figure 3.2 was created as a conceptual framework derived from prior research,
serving as avisual instrument to depict the interconnections among elements affecting
fraud incidents in the village fund system. This study aims to provide a thorough
understanding of the intricacies of village fund administration and to examine how
diverse internal and external factors may influence the likelihood of fraud, either
exacerbating or mitigating it. This study aims to produce comprehensive insights into
the phenomenon of fraud within village fund management by integrating quantitative
data with open-ended questions. This study's findings are anticipated to substantially
enhance the development of improved policies and practices in village fund
management, fostering a more robust, transparent, and ethical environment at the

village government level.

3.7  Chapter Summary

The rationale behind the end of Chapter 3 is to put up an overall framework
concerning the determinants of the occurrence of fraud in using the village fund system,
followed by the application of the mechanism of spiritual work ethics as a modifying
variable and the coping with fraud aspects to further enrich the findings of the study in
abroader perspective. Pressure, opportunity, rationalization and capability comprise the
elements of the fraud diamond theory, which play significant roles in leading to fraud
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activities in the administration of the village, especially the handling of village finances
using Siskeudes. Spiritual work ethic should be a variable that mediates efforts to
prevent the development of fraud in the future. The overall assessment aims to provide
further insight into the interdependence among the factors in this study and their roles
in combating fraud in village finances, as depicted in Figure 3.2. The following Table
3.7 shows the general hypotheses of this research.

Table 3.7
Summary of Hypothesis
Hypothesis  Relationship

H1 Pressure has a significant influence on fraud incidents in the village fund system
(Sskeudes).

H2 Opportunity significantly influences fraud incidents in the village fund system
(Sskeudes).

H3 Rationalization has a significant influence on fraud incidents in the village fund system
(Sskeudes).

H4 Capability significantly influences fraud incidents in the village fund system
(Sskeudes).

H5 Spiritual work ethics moderate the relationship between pressure and fraud incidents in

the village fund system (S skeudes).

H6 Spiritual work ethics moderate the relationship between opportunity and fraud
incidents in the village fund system (Siskeudes).

H7 Spiritual work ethics moderate the relationship between rationalization and fraud
incidents in the village fund system (S skeudes).

H8 Spiritual work ethics moderate the relationship between capability and fraud incidents
in the village fund system (S skeudes).
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CHAPTER 4
RESEARCH METHODOLOGY

4.1 Introduction

This chapter describes the methodology used in this study, starting with an
explanation of the research design in subchapter 4.2. In subchapter 4.3, the study's
population and sample are described in detail, including the sampling method, the
rationale for using aguestionnaire, the pilot study, and the data collection process. Next,
in subchapter 4.4, the measurement process for each variable related to research
objectives 1 and 2, which are the determinants of fraud incidents in the village fund
system, is explained. Then, in subchapter 4.5, the discussion was about the elements of
coping mechanisms. In the next stage, Chapter 4.6 explains the data analysis used in
this study, namely SEM-PLS. The last subchapter, Chapter 4.7, presents a summary of
this chapter.

4.2  Research Design

Research design encompasses various types of methods, including qualitative,
quantitative, and mixed methods (Creswell, 2009). Sekaran and Bougie (2017)
specificaly explain that research design serves as a working paper for data collection
methods, measurement strategies, data analysis, and the analytical steps that will be
used to answer research questions. This indicates that researchers must select the
appropriate methodology that aligns with the research objectives and the importance of
respondents in answering research questions.

This study uses a quantitative approach to address the research objectives
holistically. Specifically, it employs Structural Equation Modeling (PLS-SEM) to test
hypotheses regarding fraud determinants and descriptive statistics to explore coping
mechanisms based on structured gquestionnaire responses. The objectives of this study
are to understand complex phenomena and gain deeper insights. By analyzing
respondents answers on the determinants of the variables and the elements of fraud-
coping mechanisms, supported by statistical analysis, this study is expected to provide
a more comprehensive picture of the issues under study. Specifically, a questionnaire
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was devel oped to collect primary data on factors contributing to fraud, ethical standards
in spiritual work, fraud incidents, and strategies to prevent fraud in the village fund
system. Theresults of thisstudy will be analyzed in depth to identify patterns and trends.
Thus, this research will not only provide helpful information for policymakers but also
serve as a basis for recommendations to prevent fraud in the future. In this study, the
questionnaire is divided into three (3) main sections: Section A covers respondent
demographics; Section B comprises structured research questions using a5-point Likert
scale; and Section C consists of multiple-response questions.

This research approach involves developing a questionnaire, which is then
distributed to target respondents. The process of answering survey guestions begins
with understanding the questions, then retrieving information from the respondents
memory, which is estimated based on the respondents motivation and readiness,
honesty, and finally producing answersthat are consistent with the answersgiven in the
survey (Lietz, 2010). Developing a high-quality questionnaire requires careful
consideration (Totten et al., 1999). Therefore, to ensure the quality and validity of the
guestionnaire, several important steps were taken during its devel opment.

In theinitial stage, questions for each variable under study were formulated. All
variables used to test the hypotheses in this study were drawn from existing
measurement scales and adapted to the study's context. Furthermore, the final
guestionnaire is distributed to academics and experts in their respective fields, as well
asto village officias. This step aimsto obtain input on the initial questionnaire concept
to improve its quality and relevance to the research. Input from these parties is very
important because it is used as a basis for determining whether the indicators used are
appropriate to the context and suitable for distribution to the intended respondents,
namely, village officias. The questionnaire will be tested in the third phase, involving
30 villageofficials, to ensureitsvalidity and reliability. Thisphaseiscritical for refining
the questionnaire, improving its accuracy, and ultimately establishing asolid foundation
for rigorous data collection and analysis.

Every study has specific objectives that serve as important sources of
information. These objectives are known as units of analysis. The levels of units of
anaysis vary from individuals to groups or even entities such as organizations
(Bhattacherjee, 2012). The village government, as an organizational unit, is the unit of
analysis in this study, which is led by the village head in the village management
process. The village government comprises at least five main positions: village head,

113



village treasurer, village secretary, head of government affairs, head of finance, and
village g&ff, all of whom are eligible to complete the research questionnaire. Thisis
done because every village government officia has the same opportunity to fill out the
questionnaire if their duties are related to the use of the village fund system. Thus, a
deep understanding of all positions related to village fund management can help
contribute to the research. This method was chosen because this research is cross-
sectional and uses a one-time data collection technique (Creswell, 2009).

The data collected for this study are primarily numerical scores obtained from a
rating scale integrated into the research questionnaire. After the process is complete,
the next step is data processing. In this study, Partial Least Squares Structural Equation
Modeling (PLS-SEM) is used to analyze quantitative data. This quantitative approach
focuses on testing theory through the measurement and analysis of variables using
statistical data to test the formulated hypothesis. This method was chosen to enable
generalization of more specific findings related to government decision-making. This
study also adopts a causal approach to assess the direction of the relationships between
exogenous and endogenous variables, aswell as the role of moderating variables in the
relationships between independent variables. The choice of variance-based structural
equation modeling (PLS-SEM) was considered because the data used were not normally
distributed and the amount of data was limited, which did not alow the use of
covariance-based structural equation modeling (Hair et al., 2022). This study utilized
Smart-PL S software to analyze the data obtained. This method will produce two stages
of analysis: first, the measurement of the outer model, which ensures data quality
through outer loading tests, convergent validity, discriminant validity, and collinearity
and second, the inner model test, which will assess inferential statistics by calculating
path coefficients and bootstrap results (Amora, 2021).

By integrating the results of quantitative data (Likert scale) and descriptions
from multiple response questions into a single survey instrument, this research design
ensures a comprehensive and in-depth understanding of the factors that influence fraud
incidentsin the village fund system, aswell as strategies to anticipate and prevent them.
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4.3  Population and Sampling Technique

4.3.1 Population and Sampling

According to Neuman (2021), the population includes all research subjects,
namely individuals or groups with similar characteristics, even if the level of similarity
isminimal. All individuals selected as research objects or subjects are referred to as the
population. Adds that the population is a generalization consisting of objects or subjects
with specific qualities and characteristics that are determined by the researcher to be
studied, and then conclusions are drawn (Creswell & Creswell, 2022). Sekaran and
Bougie (2020) define population as a group of people, events, or objects that have
specific characteristics and are used as research objects.

In this study, the population comprises users of the village fund system, ranging
from end users to village managers in Central Java Province. Users of the village fund
system include village officials directly involved in its administration, ranging from
village heads to village fund system operators. According to data from the Central Java
Statistics Agency (BPS, 2021), there are 7,810 villages across 29 districts in Central
Java. Because researching the entire population directly is often not feasible due to
limited time, resources, and costs, sampling techniques are a strong consideration when
selecting a representative sample. In this study, purposive sampling is considered more
appropriate. An in-depth understanding of the concept of population and this sampling
technique is essential for producing valid and reliable research, because the quality of
research results depends heavily on the accuracy with which samples are selected to
represent the population.

Table4.1

Total Number of Villagesin Central Java
No. Digtrict Number of Villages
1 Cilacap 269
2 Banyumas 301
3 Purbalingga 224
4 Banjarnegara 266
5 Kebumen 449
6 Purworejo 469
7 Wonosobo 236
8 Magelang 367
9 Boyolali 261
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No. District Number of Villages

10 Klaten 391
1 Sukoharjo 150
° Wonogiri 251
13 Karanganyar 162
14 Sragen 196
15 Grobogan 273
16 Blora 271
17 Rembang 287
18 Peti 401
19 Kudus 123
20 Jepara 184
21 Demak 243
22 Semarang 208
23 Temanggung 266
24 Kendal 266
25 Batang 239
26 Pekalongan 272
27 Pemalang 211
28 Tegd 281
29 Brebes 292
Total Number of Villages 7,809

Source: Developed for present research

Based on the number of villagesin Central Javain Table 4.1, thetotal population
to be included in this study can be determined by totaling the total number of
respondents from each village, which includes the Village Head, Village Secretary,
Village Treasurer, Head of Finance, Village Consultative Body, Welfare and Service
Section, Head of Government, Head of General Affairs and Planning, Head of Sub-
Village and Village Finance System Operator. Multiplying the total number of villages
(7,809) by 10 respondents per village yields atotal population of 78,010.

Furthermore, Sekaran and Bougie (2020) state that a sample is a part or
representative of the population under study. In this study, the unit of analysisincludes
individuals who have direct or indirect relationships with the S skeudes system, such as
Village Heads, Village Secretaries, Village Treasurers, Heads of Finance, Village
Consultative Bodies, Welfare and Service Sections, Heads of Government, Heads of
General Affairs and Planning, Heads of Sub-villages, and Village Fund System
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Operators. The sample was selected using purposive sampling. Purposive sampling,
according to Sekaran and Bougie (2020), is a method of selecting samples based on
specific objectives or criteria. In this study, the sample was selected based on criteria
for village officials who understand and are involved in the planning and management
of village funds through the village fund system.

Besides that, Purposive sampling was used because this study required
respondents who were directly involved in village fund management and the use of
Sskeudes, so that only village officials—such as the village head, secretary, treasurer,
and financia <aff—were able to provide valid information related to the Fraud
Diamond variables (pressure, opportunity, rationalization, capability) and Spiritual
Work Ethics. This approach is in line with the methodological view that purposive
sampling is appropriate when respondents must have specific characteristics or
experiences to understand the research phenomenon substantively (Sekaran & Bougie,
2020; Creswdl & Creswell, 2022). Thus, this technique ensures that data are obtained
from information-rich respondents who can provide substantial analytical value for
testing the causa relationship between Fraud Diamond factors and fraud incidents in
village fund systems.

According to Campbell et a. (2020), the advantage of purposive sampling is
time and resource efficiency, because researchers can directly access individuals who
have the information needed. However, a disadvantage is the potential for bias, as the
selected sample may not represent the population as awhole. Therefore, it is important
for researchers to clearly and objectively define sample selection criteria to minimize
bias and ensure the validity of research results. Since the population of village fund
system users has been obtained, the sample size for system users is caculated using the
formula developed by Y amane (1967):

1+N(e)?
Where:
n = Sample Sze
N = Population Size

(0]
Il

Desired level of precision
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Therefore, the resulting sample size required is:

78,010
1+78,010 (0.05)?

n

398 respondents

432 Survey Instrument Design

The questionnaire is atool used to collect primary datain this study. According
to Sekaran and Bougie (2020), a questionnaire is defined as a series of written questions
that have been formulated in advance for the respondents to answer. In order to avoid
and minimize errors in this study, it has been designed with consideration of three main
principles as conveyed by Sekaran and Bougie (2020), namely the principle of
grammar, the principle of measurability and the format of writing. The questionnaire
used in this study was developed and adapted from questionnaires that have been used
in previous studies, such as (Said et ad., 2017; Abdullahi & Mansor, 2018; Putra &
Rahayu, 2019; Koomson et al., 2020; Yusuf et al., 2020; Ratmono & Frendy, 2022; and
Sahla& Ardianto, 2022).

The questionnaire structure in this study is designed to be smple and easy for
respondents to understand, to increase the response rate (Sanchez & Bonillo, 2021).
Before data collection, the questionnaire was prepared and submitted to the University
Technology Research Ethics Committee (MARA) for approval, after which it was
distributed to respondents. In this study, the approval letter from the UiTM Research
Ethics Committee was issued on July 24, 2023, with the number REC/07/2023
(PG/IMR/258). In this study as awhole, the questionnaire consists of three (3) parts as
described in Table 4.2 below.

Table 4.2
Structure of the Questionnaire
Section Description
A Demographic Profile
B Independent Variables (Pressure, Opportunity, Rationalization, Capability)
Moderating Variable - Spiritual Work Ethics
Dependent Variable - Fraud incidents in the village fund system
C Multiple Response Questions - Element of Fraud Coping Mechanism
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Table 4.2 above presents the structure of the questionnaire used in this study,
which comprises three main sections. The first section (1) is section A, which includes
background information on the respondents, including age, gender, educational level,
position in the village administration, length of service, and level of understanding of
the village fund system. This demographic profile is essential for understanding the
context of the responses and for descriptive statistical analysis. The second section (2)
is section B: related to structured 5-point Likert scale questions, with closed-ended
guestions ranging from one point meaning "Strongly Disagree" to five points meaning
"Strongly Agree." This section measures: determinants of fraud (pressure, ability,
rationalization, and opportunity); fraud incidents in the village fund system; and
respondents spiritual work ethic. The data collected in this section will be used to
statistically analyze the relationship between fraud factors and fraud incidents (to
address ROI) and to test the moderating effect of spiritual work ethic on that
relationship (to address R02). Table 4.3 summarizes the measurement of the variables
in this study.

The use of a 1-5 Likert scale was chosen because it is easier for village officials
to understand, who have varying levels of survey literacy, thereby encouraging
consistent responses and minimizing response errors. Previous research shows that
scales with moderate categories, such as 1-5, are more stable, reliable, and effective in
non-academic populations than 7- or 9-point scales (Dawes, 2008; Krosnick, 1991). In
addition, this scale is suitable for PLS-SEM analysis because it produces sufficient
variance without causing noise, and has been widely used in Fraud Triangle/Diamond
research, thereby strengthening the comparative validity and reliability of the
instrument (Hair et al., 2022; Said et a., 2017).

Table 4.3
Variables used in the Recent Research
Type of Variable  Name of Scale No of Authors (Y ear)
Variable items
Dependent Fraud incidents  5-point Likert 9 Abdullahi and Mansor
inthe village (2018), Y usufetal. (2020)
fund system and Ratmono and Frendy
(2022),
Independent Pressure 5-point Likert 9 Said etal. (2017) and
Ratmono and Frendy
(2022),
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Typeof Variable ~ Name of Scale No of Authors (Y ear)

Variable items
Independent Opportunity 5-point Likert 11 Yusuf et al. (2020) and
Ratmono and Frendy
(2022),
Independent Rationalization ~ 5-point Likert 8 Ratmono and Frendy
(2022), and Koomson et al.
(2020)
Independent Capability 5-point Likert 9 Koomson et al. (2020) and
Ratmono and Frendy
(2022),
Moderating Spiritual Work 5-point Likert 15 Thomaset al. (2017), Said
Ethics et al. (2018), Koomson et
al. (2020), and Sahlaand
Ardianto (2022).

Source: Developed for present research

Based on this process, according to Bhattacherjee (2012), inthe field of business
management and accounting, there are three types of research, namely exploratory,
descriptive, and causal (hypothesis testing). This study uses the causal study approach,
which isin line with the opinion of Sekaran and Bougie (2020), who argue that causal
research aims to find and explain the relationships between variables that influence each
other. The fina section, Section C, consists of multiple response questions aimed at
obtaining responses regarding the fraud prevention and mitigation mechanisms used by
village stakeholders to reduce incidents of fraud to answer RO3.

By dividing the questionnaire into several structured sections, it is hoped that
the questionnaire completion process will be more focused and make respondents feel
happy and comfortable. Thisisin line with the opinion of Doutres et al. (2020) that the
success of a questionnaire in research is based on a structured process of preparing the
guestionnaire. The sections of this questionnaire are also separated based on the
guestion categories according to the variables used. With thiskind of structure, thereis
great hope for the quality of answers that will be obtained from respondents, as well as
more complete and relevant information from each respondent who has been willing to
fill out the research questionnaire. Therefore, it can be concluded that the research
instrument design includes quantitative data in Sections A and B, which will be

analyzed using statistical techniques, namely regression analysis and moderation
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analysis with SEM-PLS. Meanwhile, data in Section C will be analyzed descriptively
to identify the types of fraud incidents that occur in the village and the coping
mechanisms that currently exist.

4.3.3 Jugtification for Survey Questionnaire

There are severa considerations for the use of questionnairesin thisstudy. First,
the questionnaires are used to collect large amounts of quantitative data, wherein this
study, the research object is a village in Central Java, Indonesia, with a population of
7810, so flexible distribution is needed, namely through online media, namely email
and WhatsApp, and offline, namely by meeting respondents directly in each village.
Second, data collection via questionnaires is the preferred method because it allows
respondents more time to understand the gquestions without pressure to answer a range
of easy or difficult questions. Third, this questionnaire addresses sensitive issues related
to respondents’ positions in their work activities in the village, and it includes several
guestions on fraud behavior. Therefore, the questionnaire helps protect the anonymity
and confidentiality of the respondent's answers, which must be strictly maintained so
that they are willing to provide honest responsesthat arein line with how they (Ji, 2023;
Beek et al., 2014; Lindaet al., 2022).

4.3.4 Pre-testing of Survey Instrument

Pre-testing of research instruments aims to ensure that respondents understand
the questions and have no difficulties with the wording or measurement of the items on
the research questionnaire (Sekaran & Bougie, 2020). The pretesting process in this
study involved several parties, namely academics (two lecturers from public
universities in Indonesia who specialize in government accounting and auditing) and
village officids (three village officids who are directly involved in village fund
management through the village fund system). Respondents were asked for their
willingness, given questionnairesto read, and allowed to provide feedback. The purpose
of this process is to obtain multiple perspectives from academics and village officials,
reflecting their personal views and positions relative to the overall content of the
guestionnaire. The suggestions obtained from this pretesting will be input for the next
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stage of the testing process, where the survey items have been refined and validated
from variousinitial problemsthat may arise (Doutreset al., 2020). The primary purpose
of academics involved in this pretest process is to generate insights into the
guestionnaire's quality from a scientific perspective. In addition, reflection and
knowledge of feedback literacy can shape the development of research instruments,
which shows that academic feedback can significantly influence the validity of
guestionnaires (Noor et al., 2024).

Furthermore, the purpose of administering this pretesting questionnaire to
village officids is to understand their perspectives and to provide feedback on the use
of language, sentence structure, and overall layout. In addition, the primary purpose of
administering this pre-testing questionnaire to village officials as prospective
respondents is to elicit their personal experiences and provide deeper insights into
specific questions and contexts regarding the perceived items (Creswell & Creswell,
2022).

Based on feedback from academics and respondents, the next step was to
finalize the questionnaire. In this process, several things need to be changed, namely
the format and some of the wording of the questionnaire obtained from academic input,
as well as moving some of the questions that are more suitable for placement in other
research variables and deleting some words in sentences that are considered too long.
Meanwhile, from the perspective of the village apparatus, they indicated that some
words may not be familiar in their environment, so it is necessary to replace them with
more easily understood terms. Taking into account several aspectsthat have been given,
the next stage isto conduct a pilot study to assessthereliability of the questionnaire that
has been created. Good pretesting results will ensure that the resulting research
instrument will reflect the real conditions of the predetermined population and reduce
the potential for bias (Perneger et al., 2021; Taherdoost, 2020).

4.35 Pilot Study

Pilot studies are generally considered preliminary studies aimed at assessing the
feasibility, time, costs, risks, and undesirable effects that may arise in a particular
research process (Teijlingen & Hundley, 2002). These trials are essentia to ensure that
the research design is appropriate and that the instruments used yield valid and reliable
data. Creswell and Creswell (2022) emphasize that pilot studies can help improve the
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quality of research instruments, such as questionnaires, by identifying various technical
issues before conducting large-scale research. One of the main purposes of conducting
a pilot study is to evaluate the feasibility of research instruments using a small sample
representative of the research population (Teijlingen & Hundley, 2002). Thisinitial step
enables researchers to determine whether the planned method is feasible and applicable
to the intended popul ation.

As stated by Creswell and Poth (2018), the implementation of a pilot study
serves as a basis for thoroughly evaluating the questionnaire in terms of structure,
wording, and clarity. This evaluation is important because misinterpretation of
guestions can lead to invalid results, thus risking the entire study. Pilot studies reveal
weaknesses in questionnaires or methods that may not be apparent during initial
planning. Feedback from trial participants can help researchers identify confusing
issues, technical problems, or concerns about the length and completeness of
guestionnaires, so that researchers can refine these aspects effectively (Creswell &
Creswell, 2022). In this study, the pilot study implementation process ran from April 3,
2023, to April 29, 2023. At this stage, the questionnaire was distributed by sending a
Google Form link to 30 selected village officials.

The feedback from the pilot study reveaed technical issues, namely the use of
confusing words and sentences, which left respondents with a somewhat incomplete
understanding. Therefore, in the main questionnaire, modifications were made to
improve clarity and use ssimpler sentences. The results of the statistical calculationsin
thispilot study show that all constructsin this study meet the reliability assumption with
a Cronbach's apha value above 0.70 (Hair et al., 2022). With these results, it can be
emphasized that the instruments used in this study have met the assumption of adequate
reliability, so that the questionnaire in this study can and is suitable for use in the next
step, namely, data collection. The results of the reliability test can be seen in detail in
Table 4.4 below.

Table 4.4

Reliability Test for Pilot Stud
Construct Number of Items Cronbach Alpha
Pressure 9 0.972
Opportunity 1 0.976
Rationalization 8 0.967
Capability 9 0.971



Construct Number of Items Cronbach Alpha
Spiritual Work Ethics 15 0.734
Fraud incidents in the village fund system 9 0.926

4.3.6 Data Collection Procedures

The data collection process in this study was carried out through online (Google
Form) and offline (direct distribution to several villages that were easily accessible to
researchers) questionnaires. Several approaches were used in distributing these
guestionnaires. It is implemented by coordinating with the local government of Central
Java province, providing direct distribution facilities to village leaders under their
coordination. In addition, in this online approach, the researchers coordinate directly
with village assistants under the Ministry of Villagesin Central Java. Thisstep istaken
to ensure equal involvement of each village apparatus. The online data collection
process is believed to facilitate easier access and faster data collection due to its
flexibility. This opinion is supported by the findings of Kasim et al. (2021) that the use
of the online method in filling out questionnaires is able to provide high reliability in
terms of Cronbach's alpha value testing, which reached 0.996.

Furthermore, in the second approach, namely the offline distribution of
guestionnaires, the researchers visited several districts that could be reached directly,
namely Pati and Rembang Regencies in Indonesia. They went directly to each village
in the regency, bringing physical copies of the questionnaires and the research permit
letters required to demonstrate that the process was legal. The main rationale for this
offline method is that participation among individuals who may be hesitant to complete
online surveys tends to increase when researchers provide direct assistance with
guestionnaires in cases of confusion (Ashahril et al., 2023). Data collection for this
study was conducted from August 5, 2023, to October 27, 2023. All the answers from
the respondents recorded in the Google form, and the results of the manual
recapitulation, were checked to ensure that the data met the previously set criteria, so
that the next step, the data processing and analysis, could be carried out.

4.4 M easurement of Variables

Data measurement scale analysis involves identifying and measuring variation
across a set of variables (Hair et al., 2022). This variation can occur between variables
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or between the dependent variable and one or more independent variables.
Measurement is a key element in this analysis, because variation cannot be identified
without accurate measurement (DeVellis, 2016). In addition, measurement also plays
an important role in representing the research concept appropriately and determining
the appropriate multivariate analysis method (Kerlinger, 1986).

Data are classified into two main categories based on the attributes or
characteristics they represent: metric (quantitative) and non-metric (qualitative).
Researchers need to determine the type of measurement for each variable (non-metric
or metric) because the computer software used only recognizes data in numerical form.
This choice of measurement type has a significant impact on how data is interpreted
and the analysis methods that can be used. This is an important foundation in data
processing and analysis, which will be explained further in the next section. The
quantitative approach in this study involves three main types of variables: independent
variables, dependent variables, and moderating variables. Independent variables are
factors that influence dependent variables, while dependent variables are the results
influenced by independent variables. Moderating variables are variables that change the
strength or direction of the relationship between independent variables and dependent
variables. The relationships among these three types of variables play an important role
in multivariate analysis methods commonly used in quantitative research (Tabachnick
& Fidell, 2019). The following Table 4.5 shows the operational definitions of the
variables used in this study:
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Table 4.5
Operationa Definition of the Variables

Construct Dimension Definition Indicators References

Pressure Financial Economic pressures arising from living needs, family burdens, Unexpected/emergency costs Said etal. (2017);
lifestyle demands, or sudden financia obligations may increase  Need to reduce monthly expenses Ratmono & Frendy
an individual's tendency to commit fraud. Being the sole breadwinner (2022)

High lifestyle demands
Holding multiplejobs to fulfil financial needs
Pressures resulting from heavy workload, multitasking, and

Work discomfort in using Siskeudes may raise the likelihood of Excessive workload
committing fraud. Managing Sskeudes alongside other tasks

Discomfort when using Siskeudes
Clarity of salary, bonuses, and sanctions

Opportunity Supervision  Weaknesses in supervision, internal audits, segregation of Unauthorized transactions Y usufetal. (2020);
duties, documentation, and internal controls that create Incorrect transaction dates Ratmono & Frendy
opportunities for fraud. Lack of segregation of duties (2022)

Absence of CCTV in critical areas
Weak documentation
Weak monitoring or supervision

Attitude User attitudes and behaviours that exploit system weaknesses or ~ Weaknesses in Sskeudes create fraud opportunities.
insufficient oversight to commit fraud. User behaviour enabling fraud
One individual handles siskeudes access
Perception that the system cannot detect al fraud

Rationalization Giving Moral justifications related to receiving or giving Gifts are viewed as an expression of appreciation Ratmono & Frendy
gifts/kickbacks are perceived as normal or acceptable despite Rule violationsjustified for specific reasons (2022); Koomson et
their potential to lead to fraud. Belief that "the village owes gratitude.” al. (2020)
Using Justifying the use of village assets or funds for personal benefits ~ Using office assets for personal use
is considered harmless or as a deserved entitlement. Borrowing office assets

Small misuse is perceived as harmless
Feeling entitled to additional compensation
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Construct

Capability

Spiritual Work
Ethics

Fraud incidents
in the Village
Fund System

Dimension

Position

Superiority

Technology

Religiosity

Wisdom

Ethics

Incident

Occupational

Definition

Ability to commit fraud due to authority, access to financial
systems, and understanding of internal controls.

Personal advantages such as intelligence, influence over others,
stress tolerance, and multitasking abilities that facilitate
fraudulent behaviour.

Technical competencies in operating and manipulating
Sskeudes, enabling the exploitation of system vulnerabilities.

Spiritual beliefs and religious values that guide ethical
behaviour and moral judgement in workplace activities.

The ability to act with empathy, emotional stability, and ethical
reasoning in dealing with workplace situations.

Moral principles such asintegrity, honesty, and consistency
guide ethical conduct and prevent fraudulent behaviour.

Actual instances of fraud detected within the village fund
system, including misstatements or inaccurate financia

reporting.
Fraud committed by village officias through the misuse of

authority, manipulation of financial records, or misappropriation
of assets.
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Indicators

Ability to commit fraud due to the job role
Strong understanding of internal control processes

Ability to influence colleagues/subordinates
Ability to multitask effectively
Ability to handle stressful situations

High skill in operating Siskeudes
Participation in 1 T/system training
Quick adaptation to system updates

Belief in God
Patience and sincerity
Ethical effort in work

Empathy
Wise decision-making
Calmness in adversity

Integrity
Honesty
Moral consistency

Fraud incidents
High frequency of fraud
Misstatements in reporting

Misuse of assets

Borrowing or stealing cash
Corruption, collusion, nepotism
Hidden misstatements

Fraud occurring despite Siskeudes

References

Wolfe &
Hermanson (2004);
Koomson et al.
(2020)

Thomas et al.
(2017); Sahla &
Ardianto (2022);
Said et al. (2018);
Koomson et al.
(2020)

Abdullahi &
Mansor (2018);
Yusuf et a. (2020)



441 Measurement of Independent Variables

The independent variable in this study is the fraud factor taken from the fraud
diamond theory, which consists of pressure, opportunity, rationalization, and capability;
the discussion below will address each of these independent variables one by one:

4.41.1 Pressure

Pressureis part of the fraud diamond theory presented by Wolfe and Hermanson
(2004), who define it as a factor that encourages someone to commit fraud. The same
thing was stated by Dias-Oliveira (2024), that pressure is a factor that motivates fraud.
The opinion conveyed by Abdullahi and Mansor (2018) is that pressure is a factor that
causes unethical behavior that leads to fraud, which can be in the form of financial or
non-financial pressure. In addition, the opinion expressed by Albrecht et al. (2008)
states that around 95% of fraud cases are related to financia pressure, and the rest are
influenced by other pressures, such as work pressure. Albrecht et al. (2011) also
categorize pressure into four main groups. economic pressure, work pressure, and other
pressures.

Research findings from Said et al. (2018) found that pressure in life, especialy
financial problems that are considered insurmountable, can make an individual
desperate. Some people may lose their sanity and awareness, and to solve their
problems, they resort to cheating. On the other hand, the findings of Ratmono and
Frendy (2022), state that the pressure factors consist of persona pressure (luxury
lifestyle, insufficient salary, family, and unexpected expenses) and work pressure (such
as overly high targets, excessive workload, and the worry of not getting a bonus due to
unachieved targets), which are the triggering factors for committing fraud.

Financial pressure is a significant motivator for individuals to commit fraud.
Such pressure can originate from personal financia crises, such as significant debt or
financial insecurity. Studies have shown that personal circumstances, including
significant financia obligations or a deteriorating economic environment, heighten the
likelihood of fraudulent activities (Utami, et al. 2019; Anindya & Adhariani, 2019). For
example, familial debts, unexpected expenses, or lifestyle inflation may lead employees
to alter financial records to meet their economic needs or personal aspirations (Anindya
& Adhariani, 2019; Azizah, 2024). This finding aligns with the assertion by Albrecht
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that financial struggles among individuals catalyze unethical actions (Indriyanto et. a.,
2021)

In addition to financia pressure, work-related pressure plays a profound role in
shaping the propensity to commit fraud. Work pressure may arise from excessive
workload, unrealistic targets, or a competitive workplace culture. It creates an
environment where employees may fed compelled to engage in dubious practices to
meet organizational expectations (Nugroho, 2022). The relentless demands can drive
individuals to justify their fraudulent actions as a necessary means of coping with the
pressure, in line with the findings of severa researchers who have noted alink between
a stressful work environment and an increased intention to commit fraud (Utami et al.,
2019; Humphrey et d., 2023). The detailed measurements of pressure can be seen in
Table 4.6 below.

Table 4.6
M easurement for Pressure

No Question

| am experiencing unexpected expenses such as illness, accidents, or other emergencies.
| feel depressed because my workload istoo heavy.

| need to reduce my expenses to ensure | have sufficient funds for the month.

1

2

3

4 | am the leading financia provider for my family.

5 | maintain arelatively high- or expensive-lifestyle.

6 | need to take a part-timejob to support my monthly.

7 | operate Sskeudes while aso having other work responsibilities that must be carried out

simultaneoudly in the village.

oo

| feel uncomfortable at work due to the existence of Sskeudes.
| have clear information on the amounts of salary increases, benefits, promotions, and penalties

for fraudsters.
Source: Adgpted from Said et d (2017) and Ratmono and Frendy (2022)

4.4.1.2 Opportunity

Opportunity plays a significant role in the occurrence of fraud, particularly in
systems with weak oversight. Studies have shown that a lack of adequate internal
controls often provides fertile ground for fraudulent activities, making opportunity a
critica dimension of fraud (Taofik Hidgat, 2020). For example, in rural banks in
Indonesia, weak control environments facilitated fraud, underscoring the need for
improved oversight (Hidgjat, 2020). Such findings underscore that, in the management
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of village funds, the quality of internal controlsdirectly influencesthe risk of fraudulent
behavior (Nusantara& Kuntadi, 2023). In addition, the findings of Ratmono and Frendy
(2022) reveal that weaknesses in internal control, such as transactions that do not have
adequate authorization, can increase the risk of fraud.

Supervision is another crucial element for mitigating opportunities for
fraudulent acts. Adequate supervision can reduce the risk of fraud by ensuring
regulatory compliance and responsive oversight of financia operations. Research
indicates that stronger supervisory practices can diminish fraudulent activities by
altering how individuals perceive opportunities for misconduct (Sun & Chen, 2022;
Zeng et al., 2021). In the context of village governance, enhanced supervisory
mechanisms could increase accountability and deter opportunistic behavior among fund
managers, thereby preventing potential fraud.

Individuals attitudes toward fraud are equally vital. Individuals possess
different predispositions that can either deter or encourage fraudulent behavior.
Evidence revedls that persona attitudes shaped by ethical education can significantly
influence an individual's likelihood to engage in fraud (Vassiljev, 2020; Tripermata et
al., 2021). This distinction underscores the need to foster positive attitudes within
organizations, including those managing village funds, to cultivate an ethical culture
that inherently discourages fraud. For instance, educational programs aimed at
improving ethical standards have been shown to shift attitudes toward fraud, thus
mitigating its occurrence (Vassiljev, 2020). In the event of fraud, there must be an
appropriate control mechanism, such as a system. The results of research by Yusuf et
al. (2020) state that improving and strengthening a payroll system will help combat
fraud within acompany. The detailed measurements of opportunity can be seenin Table
4.7 below.

Table 4.7
Measurement for Opportunity
No  Question
1 Transactions can be carried out without sufficient authorization.
2 Recorded in an accounting period that does not match the actual transaction date.
3 The separation of duties and responsibilities among officersis unclear and poorly defined.
4 Certain areas are not covered by CCTV, thereby reducing the visibility of the transaction
process.
5 Regulations, procedures, and instructions are not well documented.
6 Supervision, control, and audit reviews are inadequate and not conducted regularly.
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No  Question

7 There is alack of an active supervision system in ensuring that all employees carry out their
duties in accordance with the standard operating procedures.

8 Fraud can potentially occur in the village fund system.

9 Fraud occurs due to the attitude™ehavior of the system user.

10  Weaknesses in the village fund system create opportunities for fraud to occur.

11 Only one individua has access to the village fund system (S skeudes).

Source: Adapted from Yuaf et d (2020) and Ramono and Frendy (2022)

4.4.1.3 Rationalization

Rationalization is the cognitive process by which individualsjustify fraudulent
actions, making it a central theme in the analysis of various forms of fraud associated
with village funds. The existence of rationalization for both the giving and the use of
funds is fundamenta to understanding how fraud manifests in this context.
Rationalization for Giving refers to the justifications that individuals or officias may
use to legitimize the alocation or distribution of village funds under questionable
circumstances. Individuals in positions of authority may rationalize that they are entitled
to 'reward' themselves or their community by misallocating funds based on perceived
need or under the pretext of tradition and communal benefit. Such views are often
informed by broader societal acceptance of corruption or the misuse of government
resources, thereby normalizing such behaviors. Studies indicate that when individuals
perceive their actions asjustified by common loca practices or insufficient oversight,
their propensity to engage in misappropriation increases (Beilulik et al., 2022; Sulila,
2022). Notably, the community' s attitude toward village fund management significantly
influences how community leaders justify their actions regarding fund distribution
(Sulila, 2022).

Rationalization for Using Village Funds continues this theme by examining how
individuas justify their personal use of these funds. Those involved may argue that they
have a right to benefit from the fund either dueto financia strain, perceived entitlement,
or perceived injustices in their community compared to others. Research indicates that
the justification for personal use often stems from a lack of ethica governance
frameworks, enabling individuals to convince themselves that their persona financia
gains are acceptable (Demetriades & Owusu, 2021; Koomson et al., 2020; Rahmah et
al., 2023). Such assertions are frequently reinforced by weak supervisory structures that
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fail to challenge or curb the misuse of funds, thereby fostering an environment in which
rationalization becomes deeply ingrained (Rahmah et al., 2023). The study of pressure
coupled with rationalization reveals that when community members fed entitled due to
financial pressures, there is a heightened risk of fraudulent activities (Koomson et a.,
2020; Rahmah et d., 2023; Ratmono & Frendy (2022).

Furthermore, the interaction between rationalization and community
participation is critical, as effective community engagement can diminish justifications
for fraud. Strengthening oversight and creating transparent processes can counteract
rationalizations by fostering a sense of accountability among members, effectively
promoting ethical standards within the village funds management (Beilulik et al., 2022;
Sulila, 2022). Research has shown that enhanced community participation alongside
supervisory initiatives significantly reduces the likelihood of fraud through the
reinforcement of ethical behavior norms among fund managers (Koomson et a., 2020).
The detailed measurements of rationalization can be seen in Table 4.8 below.

Table 4.8
Measurement for Rationalization

No  Question

1 In my opinion, the salary | receive istoo low compared to the risks, number of tasks, and

responsibilities | have inthe village.

2 | believe that no one will be harmed if | use village funds or office assets for personal
purposes.
| believe it is acceptable to borrow office assets as long as they are returned intact.
| believe that gifts from the community, vendors, or co-workers constitute appreciation for the
service | have provided.

5 | think it is acceptable to make exceptions to specific rules in order to achieve targets or

complete my obligations.

6 | believe the village owes me for my contributions, and | can request reimbursement at any
time.

7 | believe that if | take a small amount of money or village assets, the village will not go
bankrupt.

8 | fed | deserve areward for my contributions to the village, which | have not yet received.

Source: Adgpted from Ratmono and Frendy (2022) and Koomson et d., (2020)

4.4.1.4 Capability

Capability in the Fraud Diamond denotes an individual's or organization's

capacity to commit fraud. It encompasses the knowledge, skills, and resources
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necessary to exploit opportunities. In the case of village fund management, the
capabilities of individuals in positions of authority can significantly influence the
potential for fraudulent activities (Amyulianthy et al., 2023). For instance, those in
leadership roles may leverage their position to manipulate fund allocation for personal
gan, thereby rationalizing their actions under the guise of promoting community
benefits or addressing perceived injustices (Peprah, 2018). Research indicates that a
high level of capability can correlate with increased instances of mismanagement or
fraud, particularly when interna control measures are weak (Prastyo et a., 2022).

Moreover, the capability associated with perceived superiority—the belief that
one deserves to use village funds for personal purposes—often emerges in political and
bureaucratic contexts. Officials may rationalize fraudulent acts by claiming that their
superior knowledge or experience allows them to use funds as they deem necessary for
community development, even when they diverge from established guidelines. This
mindset can lead to systematic misappropriation of funds, as officids may believe that
their actions serve a higher purpose, thus mitigating their sense of accountability
(Sherliana & Nuswantara, 2021).

The capabilities derived from technology are increasingly criticd to the
effective management of village funds. Enhanced technological tools can improve
transparency and oversight in the allocation and expenditure of funds. Research has
demonstrated that digital systems can augment the accuracy of financia reporting and
curb fraudulent activities (Prastyo et al., 2022). For example, the introduction of
blockchain technology in village fund management can create immutable records that
deter fraudulent behavior by increasing accountability (Firmanto, 2023). When village
officiads have the capacity to use such advanced technologies, they are empowered to
enhance oversight, thereby potentialy reducing the likelihood of fraud facilitated by
traditional manual processes. In addition, a person's ability to rationalize their actions
as something that is not wrong and is considered legitimate is part of a fraud (Koomson
et al., 2020). Another finding from Ratmono states that capability can be realized if
there is structured cooperation by severa parties in relation to committing fraud
(Ratmono & Frendy, 2022). The detailed measurements of capability can be seen in
Table 4.9 below.
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Table 4.9
Measurement for Capability

No  Question

In my current position, | could commit fraud.

| have an in-depth understanding of the internal controls related to my current position.
| can persuade other staff to adopt my recommendations.

My ability to multitask gives me an advantage in the workplace.

| manage stress effectively.

| find it easy to use the Siskeudes.

| am proficient in using the village fund system (S skeudes).

| consistently participate in training sessions on the use of Siskeudes.

© o N o o AN W N R

| can quickly become familiar with Sskeudes.
Source: Adgpted from Koomson et d (2020) and Ratmono and Frendy (2022)

442 Measurement of Moderating Variables

4.4.2.1 Spiritual Work Ethics

Spiritual work ethic functions as a moderating variable in this study. The
relationship between spiritual work ethics and fraud incidents can be thoroughly
understood through the dimensions of religiosity, wisdom, and ethics. Each dimension
contributes to shaping individual behavior and decision-making processes, thereby
influencing the likelihood of engaging in fraudulent activities.

Religiosity significantly influences spiritual work ethics, encompassing moral
values and a sense of duty that individuals fed toward their work and community.
Individuals with high levels of religiosity often aign their actions with their spiritua
beliefs, which can promote ethica behavior and reduce the propensity for fraud.
According to Taufig and Herdi (2020), religious practices and beliefs are linked to
wisdom, and a strong foundation in religious teachings can encourage ethical decision-
making among pre-service counselors, thereby enhancing their work ethics. The moral
compass provided by religiosity fosters a mindset that is inherently resistant to fraud
and unethical behavior. Therefore, the higher a person's religiosity, the lower the
likelihood of being involved in academic misconduct (Said et a., 2018).

In relation to the dimension of wisdom, it is essential to examine how wisdom,
particularly its cognitive and compassionate dimensions, influences work ethics and
ethica decision-making in contexts prone to fraudulent behavior. As noted by Ardelt
and Jeste (2016), wisdom encompasses cognitive processes that promote personal
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growth and ethica behavior. The cognitive dimension involves applying knowledge
and experience to discern right from wrong, which is crucia for minimizing fraud
incidents. Wisdom and its components can hypothetically be assessed using sdf-
reports, informant-based, or performance-based measurements (Thomas et a., 2017).
The compassionate dimension correlates strongly with ethical attitudes, promoting
forgiveness and understanding that can deter fraud by fostering a supportive
environment where ethical behavior is valued and rewarded.

Ethics serves as a guiding framework for decision-making in professiona
environments. According to Vaentine et al., (2010), the ethical climate within an
organization significantly affectsjob satisfaction and turnover intentions, emphasizing
how a strong ethical framework can mitigate unethical behavior, including fraud.
Organizations that promote ethical values, supported by strong leadership and a
commitment to integrity, tend to foster a culture that discourages fraudulent activities.
Ethical values are proven to be able to become an anti-fraud strategy in conditions
where there is competence and arrogance that trigger fraud tendencies (Sahla &
Ardianto, 2022). Practical wisdom, as discussed by Mele (2010), is essential in
managerial decision-making; it emphasizes considering ethical dimensions and moral
virtues when making decisions that could impact organizationa integrity and
stakeholder trust.

Furthermore, understanding the broader implications of ethica climates
demonstrates how these environments can reduce the incidence of fraud. Research
indicates that positive ethical climates lead to shared values among employees, thereby
cultivating resilience against fraudulent practices, and it dl comes back to the
perception of each individual's ethical values (Koomson et al., 2020). The establishment
of a supportive ethical environment alows individuals to navigate ethical dilemmas
more effectively, as noted in various studies exploring ethical perceptions across
multiple organizational contexts (Shafipour et a., 2016; AVEIN et al., 2021). The
detailed measurements of the spiritual work ethic can be seen in Table 4.10 below.

Table 4.10

Measurement for Spiritual Work Ethic
No Quedion
1 I believe in God and am committed to living in accordance with God's principles.
2 | dlocate a portion of my income each month to donations or charitable purposes.

3 | acknowledge that chalenges at work may arise and grive to respond appropriately.
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No  Question

| seek to improve my circumstances through ethical means.

Before criticizing someone, | try to put myself in their position.

When facing a problem, | consider al relevant information before making a decision.
| remain calm and think clearly when solving problems, even under emotional stress.

| try to let go of resentment and focus on constructive solutions.

© 0O N O 0o »

| manage my emotions and maintain professionalism when issues arise.

10 | do not compromise on my ethical principles.

11  Itisnot acceptable for village officids to be involved in the improper management of village
funds.

12 When a choice has to be made between what is right and what works in my favor, | will
choose what is right.

13 My ethical actions are consistent across situations.

14 1 tel the truth even if it comes with personal consequences.

15  Using the village fund system (siskeudes) motivates me to maintain a strong work ethic.

Source: Adapted from (Thomas et d., 2017; Sad et ., 2018; Koomsonetal ., 2020; and (Sehla& Ardianto, 2022)

443 Measurement of the Dependent Variable

4.4.3.1 Fraud Incidents in the Village Fund System

In this study, the dependent variable is fraud incidents in the village fund system.
The firgt dimension is seen from the perspective of Occupational Factors, which are
critical in shaping the internal environment of organizations managing village funds
(Ratmono & Frendy, 2022). Factors such as the competence of village officids play a
significant role in the effective management and safeguarding of resources against
fraudulent activities. According to Damayanti and Sujana, (2024), the competency of
village officials, combined with community participation and an effective fund system,
directly influences accountability in village fund management (Yusuf et al., 2020). A
lack of competent personnel increases the risk of fraudulent practices, as they may not
fully understand or comply with the regulations governing fund allocations and use.

Fraud incidents can also be interpreted through the lens of organizational culture
and ethical practices within the villages. The literature suggests that ethical climates
shape the behaviors of individuals within organizations, including those responsible for
managing funds (Abdullahi & Mansor, 2018). Research by Pahlawan et d. (2020)
emphasizes the relationship between internal control systems and accountability,
suggesting that deficiencies in these systems often correlate with increased fraud
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incidents. Creating a strong ethical culture can help prevent fraud by promoting
transparency, fostering accountability, and aligning individua behavior with
organizational values.

Additionally, the integration of various advanced systems can support effective
management of village funds. Effective digital fund systems enhance monitoring and
reporting processes, thereby reducing opportunities for misconduct (Y usuf et a., 2020).
For instance, technology can be utilized to enforce compliance with regulations, which
further underscores the importance of organizational capacity in addressing fraud risks
(Suh et a., 2019; Omair & Alturki, 2020). The ability to use advanced auditing and
monitoring tools means that, even when an individua has the opportunity, the systems
in place can deter fraudulent behavior. The detailed measurements of fraud in the village
fund system can be seen in Table 4.11 below.

Table 4.11
Measurement for Fraud Incidents in the Village Fund System
No  Question
1 Fraud incidents have occurred within the village fund system.
2 The level of fraud incidents in the village fund is high.
3 Many village sectors are susceptible to fraud incidents.
4 Corruption, collusion, and nepotism are common types of fraud in village sectors.
5 Inthisvillage, | have observed or believed that office assets are used for personal purposes

(e.g., vehicles, printers, computers).

6 Inthisvillage, | have observed or believed that cash isborrowed or stolen.
| believe some information in the village's financial statements is concealed or presented
inaccurately.

8 | am aware of frequent misstatements, and they are corrected afew days later.

9 Even with the use of the Village Fund System (siskeudes), fraud can till occur.
Source: Adapted from Abdullahi and Mansor (2018), Yuaf & d (2020), andRatmono andFrendy (2022)

45 Element of Coping M echanism

This section aims to identify fraud-coping mechanisms that exist in the village
so that they can be minimized or even prevented from happening again in the future.
The questions in this section are integrated into the provided questionnaire, in which
respondents will be asked to answer several items using the available options. In
addition, respondents may provide their own opinions if the alternatives provided do
not align with their perceptions. Table 4.12 presents the questions designed to elicit
information from respondents regarding RO3.
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Table 4.12

Elements of Coping Mechanismsin the Village Fund System

Coping Mechanism

Internal control

Policies and procedures

Training and awareness

Audit and inspection

Disciplinary actions

Others

46  Data Analysis

The data analysis process in this study comprises two main components:
descriptive statistics and inferential statistics, which are used sequentially to ensure data
guality and to test the relationship between research variables. The initial stage of
analysis was conducted using descriptive statistics in the Statistical Package for the
Social Sciences (SPSS). This initial stage included testing for Common Method Bias
(CMB) and Non-Response Bias, which are important to ensure that the data do not
contain systematic biases that could threaten the study's internal validity (Podsakoff et
al., 2022). Furthermore, descriptive statistics, such as the mean and standard deviation,
were calculated to characterize the general trends and variations in respondents
responses to each construct (Creswell & Creswell, 2022). This stage ensured that the
data were suitable for further analysis at the inferential stage. A complete overview of

Details
Segregation of duties

Approval hierarchies

System access restrictions

disbursement of fund by stages
verification from stakeholders

Clear code of conduct

System update

System maintenance

Transparent report to stakeholders

Budget monitoring by independent parties
Accountability report

Ethics trainings

Ethics campaign

Qualified employees

Audit from the inspectorate (regency/district auditor)
Audit KAP (Audit Firm)

Sanctions

Terminations

Legal actions

all stages of dataanalysisis shownin Figure4.1.
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Figure 4.1 Dataanalysis stages

After the descriptive stage is complete, the study proceeds to the inferentia
statistics stage, employing the Structural Equation Modelling-Partial Least Squares
(SEM-PLS) approach. This method was chosen because it can handle complex models
with multiple latent constructs and is well-suited for strong predictive purposes (Hair et
al., 2022). In the first stage, measurement model validation was conducted, including
tests of construct reliability and construct validity, including convergent and
discriminant validity, to ensure that each indicator consistently measured the intended
construct (Henseler et a., 2015). Once the measurement mode met the statistical
requirements, the analysis proceeded to structural model testing, including hypothesis
testing, direct effects, and moderating effects, as recommended in modern SEM
modelling (Kline, 2016). This approach enabled a comprehensive empirical evaluation

of the relationships among constructs within the proposed theoretical framework.
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4.6.1 Preliminary Data Analysis

This preliminary analysis is conducted before proceeding to the inferential
analysis. At this stage of the analysis, it begins with coding and formatting precisely for
statistical analysis of the data obtained from the survey; the appropriate coding and
formatting are intended so that the data can be processed further into computer-aided
analysis. This coding and formatting is a crucia step in preparing data on a computer
using the selected statistical software, as it does not rule out the possibility that data are
missing or incomplete. Doutres et al . (2020) reveal that correct data formatting will help
in managing data in more complicated statistical tools.

After al the datais ready, the next step is to enter the data into SPSS software
to check for common method bias, non-response bias and descriptive statistical analysis.
The firg is the Common Method Bias test. Common Method Bias (CMB) is a
significant problem in empirical research, especialy when data for several constructs
are collected from the same source or using the same method, such as a single
guestionnaire. This bias can distort the observed relationship between variables,
potentially resulting in invalid conclusions (Kock & Hadaya, 2021). Highlight that
CMB arises from the measurement methods used in combination, rather than from the
actual relationship between constructs, thereby requiring careful consideration in
research design and analysis (Podsakoff et al., 2022). CMB affects the accuracy of
results by introducing systematic variance attributable to the measurement method
rather than to the actual construct being assessed. Podsakoff et al. (2022) underscore
that the significant correlations observed in research can be inflated by these
methodological artifacts, leading to misinterpretations of the nature and strength of
relationships between variables. The method used to assess CMB in this study is
Harman's single-factor test. This test assesses whether asingle latent factor accounts for
most of the variance in the data. During testing, all measured items are analyzed using
factor analysis to determine whether a single factor accounts for most of the variance
(typically using a 50% threshold). If one factor accounts for most of the variance, it
indicates the presence of CMB (Bucic et a., 2016; Wang et al., 2022).

The second stage is the Non-Response Bias test, as non-response bias can
compromise the validity of survey findings and limit the ability to generalize from the
results. In this study, which uses survey data, the identification and handling of non-
response bias are essential to ensure the accuracy of the findings derived from the data.
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The method used to assess non-response bias is an Independent T-Test. This statistical
test iscarried out by comparing the averages of two groups, namely the group that filled
out the survey offline and the group that filled out the survey online, against the main
variables under study. If a significant difference is found between the two groups, this
indicatesthe potential for non-response bias. The study by Talukder et al. (2024) proved
this approach by dividing their survey participantsinto two groups based on the average
time to complete the survey. They conducted an Independent T-Test Application to
compare responses between groups. Theresults of their study indicate that non-response
bias is acceptable, as there are no statistically significant differences in the construct
between the two groups, thereby supporting the validity of their findings (Sarstedt et
al., 2019).

In the final stage, Descriptive Analysis for Items on Variables: Descriptive
analysisis amethod used to describe, analyze, and summarize datafor each variable in
a study. This method aims to provide an overview of data characteristics through
descriptive statistics, such as mean, median, mode, standard deviation, and frequency
distribution (Loeb et al., 2017). Thus, this analysis helps researchers understand the
contribution of each item to the variable under study. In addition, descriptive analysis
plays an important role in validating and assessing the reliability of research
instruments. Researchers can examine central tendency values (such as the mean) and
dispersions (such as standard deviation) to determine whether each item on the variable
is relevant and representative of the concept being measured (Hair et al., 2022). This
analysis can also be used to assess the consistency of data across items using methods
such asitem-total correlation or Cronbach's alpha. Thus, descriptive analysisisacritical
step in ensuring data quality. Furthermore, after the initial analysis step is completed,
the subsection presents a brief explanation of PLS-SEM, itsrational e, and an assessment
of the measurement and structural models.

4.6.2 Structural Equation Model Using Partial Least Squares

Structural Equation Modeling (SEM) is a second-generation multivariate
method used in data analysis. This method offers advanced statistical techniques that
are particularly useful for researchers in analyzing large datasets (Hair et al., 2019).
SEM is a form of causal modeling that employs mathematical models, computer
algorithms, and statistical methods to fit the construct network to the data. SEM is often
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used to measure latent constructs that cannot be observed directly. This process usually
includes a measurement model that defines latent variables based on one or more
observable variables, as well as a structural model that describes the relationship
between latent variables. SEM has the advantage of simultaneously testing and
estimating relationships among exogenous and endogenous constructs. This method
enables various analyses, such as confirmatory factor analysis, path analysis, Partia
Least Squares (PLS-SEM)- based path modeling, and latent growth modeling (Hair et
al., 2022).

The application of SEM allows researchers not only to assess structural models
(relationships between exogenous and endogenous constructs) but also to evaluate
measurement models based on the loadings of the observed indicators on the expected
latent variables. Analysis using SEM, based on the proposed research model, is
considered more rigorous and often superior in methodological assessments. SEM
allows researchers to answer various interrelated research questions in one systematic
and comprehensive analysis, which better reflects real-world processes compared to
simple correlation models. Recently, the use of SEM has increased in socia science
research (Hair et al., 2022).

The use of SEM in socia science research is typically grounded in its ability
to model relationships between latent and observable variables. In SEM, there are two
main approaches supported by different software. The first approach is Covariance-
Based SEM (CB-SEM), which uses software such as AMOS, EQS, LISREL, and
Mplus. The second approach is Variance-Based SEM, also known as Component-Based
SEM, better known as Partial Least Squares SEM (PLS-SEM), which is implemented
using software such as SmartPL S and WarpPL S. The detailed comparison can be seen
in Table 4.13 below.

Table 4.13

Comparison between CB-SEM and PLS-SEM
Feature CB-SEM PLS-SEM
Distributional assumptions Multivariate normal distribution ~ None
Purpose Theory oriented Prediction oriented
Parameter estimates Consistency Consistency at large
Hypothesis testing Available References require

jackknife or bootstrapping

Sample requirement Large Small
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Feature CB-SEM PLS-SEM

Parameter identification problem  Not convergence or proper Few
solutions
LV scores Factor intermediacy Explicitly estimated
Reflective and formative Only reflective relations Both
relations

Source: Hsu et al., (2006)

These two approaches, Covariance-Based Structural Equation Model (CB-
SEM) and Partial Least Squares Structural Equation Model (PLS-SEM), differ in their
objectives: CB-SEM isused in research aimed at testing confirmatory models, whereas
PLS-SEM isused for exploratory research. In this study, PLS-SEM was selected given
the exploratory nature of the research. PLS-SEM s suitable for studies that not only
seek to confirm existing theories but also explore patterns and relationships within a
dataset. This study uses SmartPLS version 3 for data processing, although many other
software tools are available for conducting PLS-SEM analysis. The reasons for
selecting Smart PLS as the analytica tool lie in its user-friendly interface, strong
capabilities for handling exploratory research designs, and the ability to effectively
manage complex relationships within datasets. The factors underlying the selection of
PLS-SEM for this study's analysis will be discussed in more detail in the following

section.

4.6.3 Rationalefor the use of PLS-SEM

In the context of this study, several strong considerations underlie the use of
PLS-SEM as a datistical tool. First, this study involves several constructs, each
comprising four elements of the fraud diamond, with severa dimensions used to
measure each element. In addition, the study uses the spiritual work ethic variable,
comprising dimensions such as religiosity, work ethic, and wisdom, and the fraud
incidents in the village fund system variable, measured by fraud incidents and
occupational fraud. This study aims to predict; therefore, PLS-SEM is considered the
most appropriate method because it iswell-suited to models with many constructs (Hair
etal., 2022). Second, themodel in this study belongsto the complicated category, where
this model studies the testing of direct and moderating effects with each dimension in
each variable. Therefore, robust and complex test tools are needed, and PLS-SEM is
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believed to be suitable for testing diverse models such as thisone (Hair et al., 2022). In
addition to the many latent variables that interact, PLS-SEM enables researchers to
develop more comprehensive models comprising multiple indicators. As shown by
Khan et al. (2023), PLS-SEM can be used to explore the complex relationship between
corporate socia responsibility and pro-environmental actions in an organizational
context.

Third, this study fals under the category of developing and exploring a new
indicator and expanding the scope of research with various research objects. This
exploratory nature aligns with the strengths of PLS-SEM in accommodating such
research objectives. Finally, the most important reason is that PLS-SEM has an
exceptional ability to handle non-normally distributed data and small sample sizes,
which are common in village government research. PLS-SEM does not rely on the
assumption of normality, thus allowing researchersto draw valid conclusions from data
that may not meet this criterion. Moreover, if alarger accumulation of datais found, it
will have a positive impact, where the level of calculation accuracy is better and
increases (Hair et al., 2022). Based on these considerations, which have many
advantages when using PLS-SEM, namely the ability to handle abnormal data sets, the
focus on complex predictions, and effective construct validation, it is clear that PL S-
SEM is a strong choice for researchers. Moreover, this research is based on primary
data and an exploration of complex relationships among village officias involved in
using the Sskeudes application in Central Java.

4.6.4 PLSPath Modelling

PL S Path Modeling is a component-based estimation method that uses iterative
algorithmsand istypically divided into two stages of analysis. Theinitia stage involves
examining the measurement model, with the primary objective of ensuring the
reliability and validity of the research instrument. Furthermore, the second stage
involves examining the structural model, which aims to estimate the path coefficients
in the model framework (Hair et al., 2022). Considering the use of the Hierarchical
Component Model (HCM) in this study, validity and reliability assessment are very
important, with afocus on high-level constructs (HOC) and low-level constructs (LOC)
(Hair et al., 2022). Higher-order constructs in PLS-SEM analysis refer to models in
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which latent variables consist of several dimensions measured by |ower-order
constructs (first-order constructs).

Research by Hair et a. (2022) shows that the use of higher-order constructs can
increase theoretical parsimony and reduce model complexity. Given the complex nature
of the variablesin this study, including pressure, opportunity, rationalization, capability,
and spiritua work ethic, HCM plays an important role in capturing the dynamics of this
construct. HCM, amultidimensional construct, is defined as a construct with more than
one dimension. Many of these constructs exhibit a high level of abstraction, requiring
the integration of multiple dimensions for accurate measurement (Hair et a., 2022).

The main reason behind the adoption of the HOC concept in this study is to
samplify the structural model, making it easier to understand (Hair et al., 2022). Thisis
particularly important for the endogenous dependent variable in this study, which has
two dimensions. The second justification stems from the HOC's ahility to reduce
collinearity among formative indicators, which effectively reduces collinearity across
variables (Hair et d., 2022). Given the HOC approach adopted for this study, the next
step is to determine the type of HOC model to use. Hair et a. (2022) explain that there
are a least four types of higher-order constructs. The first type is classfied as a
reflective-reflective  higher-order construct, the second as a reflective-formative
congtruct, the third as a formative-reflective construct, and the last as a formative-
formative construct. The following Figure 4.2 will provide avisua related to the form
of each higher-order construct.
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Reflective-Reflective Type Reflective-Formative Type

Source: (Hair et al., 2022)
Figure 4.2 High-Level Construct Form

In thisstudy, the reflective-reflective type is employed in the constructed model.
This type is applied to al primary variables, such as pressure, opportunity,
rationalization, capability, and spiritual work ethic. The main reason for choosing this
type is that there are smilarities in each question item in the lower-level construct to
describe the same indicator of the intended variable. Ultimately, each indicator will
represent and contribute to a higher construct. The reflective-reflective model is a
higher-order construct in which the latent variables at the top level reflect the latent
variables measured by those at the bottom level, and all indicators. In this context, if
two or more variables are measured on the same scale and are similar, they can be
combined into a higher-order construct. This facilitates hypothesis testing in models in
which interdimensiona relationships must be analyzed. Research by Sarstedt et al.
(2019) provides guidelines for the use of hierarchical latent variable models in PLS-
SEM, including reflective-reflective measurement.
Methods for specifying higher-order constructs have gained attention in
academic literature, with several approaches identified, including the repeated
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indicators approach, extended repeated indicators approach, two-stage approach,
digoint two-stage approach, and embedded two-stage approach (Sarstedt et al., 2019;
Crocetta et al., 2020). The two-stage approach is particularly highlighted for its
systematic handling of complexities associated with HOCs, aligning with
recommendations by Hair et al. (2019) and supported by findings from Crocetta et al.
(2020), that the two-stage approach provides clearer pathways for establishing
relationships between higher- and lower-level components. Specifically, this approach
involves estimating the measurement model and the structural model phases, ultimately
enhancing the clarity and robustness of the findings (Syoemantri, 2021).

Delving deeper into the choice of the digoint two-stage approach in this study,
this method provides researchers with a detailed framework for disentangling
relationships within PLS path models. It serves as an effective tool for understanding
and validating complex constructs, particularly those shaped by multiple dimensions or
indicators (Riel et al., 2017). The systematic nature of this model helps avoid common
pitfalls associated with misinterpretation or misrepresentation of construct
relationships, allowing for an accurate capture of how lower-order constructs aggregate
to form higher-order constructs (Masocha & Fatoki, 2018).

In conclusion, the use of higher-order constructs and reflective-reflective
models in PLS-SEM is highly valuable for research involving multidimensional
variables. This methodology not only provides more explicit guidance in understanding
the complex relationship between variables but also expands the researcher's ability to
develop simpler and more valid theories.

465 Assessment of the Measurement M odel

Structural Equation Modeling (SEM) comprises two main components. the
measurement model and the structural model. The measurement model defines the
relationship between latent constructs and the indicators that measure them, while the
structural model explains the relationship between these constructs in a research model
(Hair et al., 2022). In measurement models, two commonly used approaches are the
reflective and formative models. The choice between these two models depends on the
nature of the construct under study. According to Hair et al. (2022), if the construct

under study relates to design or is a combination of several elements, then the
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appropriate approach is the formative model. Conversely, if the construct concerns
latent behavior or concepts, it is more appropriate to use the reflective model.

Reflective models are often applied in research in the fields of consumer
behavior, organizational behavior, and consumer psychology (Hair et al., 2019). In this
model, indicators are treated as outcomes of latent constructs; therefore, they must be
highly correlated, interchangeable, and removable, provided that reliability is
maintained. In contrast, the formative model assumes that the indicators form the
construct. Therefore, each indicator plays a distinct role and cannot be eliminated, as
doing so would alter the meaning of the construct as a whole. In visua terms, the
reflective model is indicated by arrows pointing from the latent construct to its
indicators, while in the formative model, the arrows are directed from the indicators to
the latent construct (Hair et al., 2021). Errors in determining the measurement model
can bias parameter estimates and lead to misinterpretation of the relationships among
variables in the PLS-SEM model. Therefore, understanding the distinction between
reflective and formative models is essential for developing a valid and reliable
conceptual framework for research. The details about the reflective and formative
model can be seenin Table 4.14 below.

Table4.14
Theoretical and Empirical Consideration of the Reflective vs. the Formative Model
Consideration Reflective Model Formative Model

Theoretical Consideration

The direction of causality =~ From the construct to the indicators, From the indicatorsto the
between items and the Any changes to the construct would  construct, any changesto the
latent construct affect the indicators. construct would not cause

changes in the indicators.

Any changes in the indicators Any changesin the indicators

would not affect the construct. would affect the construct.
Nature of constructs and The indicators manifest construct The indicators define
indicators characteristics of the construct
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Consideration
Characteristics of items

used to measure constructs

Empirical Consideration

Covariation among the
indicators Nomological net
of the construct indicator
Item relationships with
construct antecedents and
consequences
Measurement error and

collinearity

Reflective Model

Indicators or items are mutually
interchangeable

Indicators or items should have the
same or similar content

Indicators or items should share a
common theme

Deletion or omission of the
indicators or items would not alter

the construct's conceptual domain.

They are expected to be highly
correlated with each other
Should not differ

They are required to have the same
antecedents and consequences
Measurement error is identified

using standard factor analysis

Source: Jarviset al. (2003) and Coltman et al. (2008)

Formative Model

Indicators or items do not need
to be mutually interchangeable
Indicators or items need not
have the same or similar
content

Indicators or items need not
share a common theme
Deletion or omission of
indicators or items may alter
the construct's conceptual

domain.

They are not expected to be
highly correlated with each
other, and may differ

They are not required to have
the same antecedents and

consequences.

Measurement error is identified
using the vanishing Tetrad test
to determine if the formative

items behave as predicted.

In this study, model testing using reflective measures within Partial Least

Squares Structural Equation Modeling (PLS-SEM) is crucia for conducting a series of

rigorous validity and reliability tests. Each of these tests plays aunique rolein ensuring

the strength and structural integrity of the measurement model. The primary tests

include reliability indicators, internal consistency, convergent validity, and discriminant
validity, as outlined by Hair et al. (2022). A detailed explanation of each criterion is

presented below.

The first is the Reliability Indicator, which refers to the extent to which

individual indicators accurately measure their respective constructs. Thistest is mainly
assessed through indicator loading. According to Hair et al. (2022), the genera
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benchmark for acceptable item reliability is that each indicator must have aload of 0.70
or higher on the related construct. Values below thisthreshold indicate that the indicator
does not substantially contribute to the measurement of the construct and may warrant
reconsideration or elimination. In PLS-SEM analysis, loadings are generally evaluated
through confirmatory factor analysis, which is conducted during the model estimation
phase. If an indicator indicates a low load (below 0.40), it should be considered for
removal. Indicators between 0.40 and 0.70 should be included in the model, but care
should be taken and reviewed if there are indicators that have the potentia to be
eliminated (Hair et al., 2022).

Second, Internal Consistency, evaluates whether several items intended to
measure the same construct produce consistent results. This is usually assessed using
Cronbach's alpha or composite reliability (CR). According to Hair et al. (2022), an
acceptable measure of internal consistency isaCronbach's alphavalue of 0.70 or higher,
although for exploratory research, a lower threshold (around 0.60) may be considered
acceptable. Composite reliability is often preferred to Cronbach's alpha in PLS-SEM
because it accounts for differences in indicator loadings. A CR value of 0.70 or higher
indicates strong internal consistency among the indicators measuring a construct (Hair
etal., 2022).

Third, convergent validity, which assesses whether the indicators of a
construct are highly correlated. This is usualy measured using average variance
extracted (AVE). Hair et al. (2022) state that for a construct to demonstrate adequate
convergent validity, the AVE must exceed 0.50, indicating that the construct accounts
for more than hdf of the variance in its indicators. In addition, the indicator loadings
must be significant (p < 0.05), which reinforces that the indicators together effectively
measure the predetermined construct.

Fourth, the Discriminant validity test, which assesses the extent to which a
construct differs from other constructs in the model. In reflective measurement models,
this is assessed holistically using the Fornell-Larcker criterion and the heterotrait-
monotrait ratio (HTMT). Based on Fornell-Larcker Criteria, Hair et al. (2022) stated
that the AVE sguare root for each construct must exceed the correlation between that
construct and all other constructs. This indicates that the construct exhibits greater
variance among itsindicators than among indicators of other constructs. Meanwhile, on
the HTMT Ratio criteria, Hair et al. (2022) recommend HTMT as a stronger criterion.
An HTMT vaue below 0.85 for a construct is typically considered sufficient evidence
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of discriminant validity, whereas values exceeding this threshold suggest potential
overlap between constructs. Hair et a. (2022) emphasize the importance of this
procedure for the reliable interpretation of discriminant validity. The detailed summary

of the criteria and boundaries can be seen in Table 4.15 below.

Table 4.15

Summary of Criteria and Boundaries in the Table
Criteria Minimum/Maximum Limit I nter pretation
Composite Reliability (CR) >0.70 Internal consistency is good
Cronbach's Alpha (a) > 0.70 (good), > 0.60 (fair) Internal reliability
Average Variance Extracted >0.50 Convergent validity is
(AVE) good.
Fornell-Larcker Criterion AVE is greater than the The discriminant validity is

correlation between constructs ~ met

Heterotrait-Monotrait Ratio < 0.85 (conservative) or < 0.90 The discriminant validity is
(HTMT) (liberal) met
Variance Inflation Factor (VIF) <5 No multicollinearity issues

Source: Hair etal. (2022)

46.6 Assessing Structural Model Result

The evaluation of structural models in Partial Least Squares Structural Equation
Modeling (PLS-SEM) is an important stage in understanding relationships among
constructs within the research framework. This assessment focuses on how effectively
each exogenous construct influences the endogenous construct, thereby explaining the
interactions and implications of the data under analysis. Based on research conducted
by Hair et a. (2022), six critical evaluations are recommended for thorough structural
model testing in PLS-SEM. This assessment ensures that the model adequately
represents the construct and accurately describes the relationship between constructs.
To elaborate, the collinearity assessment ensures that the independent variables are not
highly correlated, thereby preventing multicollinearity that could compromise the
validity of the results. Significance and relevance evauation focuses on assessing the
statistical significance of relationships between constructs and the importance of these
relationships in the context of the research. Explanatory power evaluation aims to assess
how well the model accounts for the variance in the endogenous construct, thereby
providing insight into the overall explanatory ability. Finaly, predictive power is
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assessed by evaluating the model's ability to accurately predict the endogenous
construct from the given exogenous construct, indicating its predictive power (Hair et.
al., 2010, 2019, 2022). Each aspect of the testing procedure will be explained in the
following subchapter.

Coallinearity Assessment

When assessing structural models, it is important to verify that there are no
collinearity issues. Collinearity refersto the extent of correlation among constructsin a
model. To determine whether the constructs are distinct and to avoid potential
multicollinearity that can increase standard errors and bias coefficient estimates, it is
important to evaluate the variance inflation factor (VIF) for each construct. A VIF value
above five usually indicates problematic collinearity (Sarstedt et al., 2019). This step
ensures that each construct contributes uniquely to the model and does not overlap with
others.

Significance and Relevance

The significance of the relationship between constructs is assessed using a
hypothesis test based on bootstrapping, which yields the t-statistic and confidence
interval. According to Hair et al. (2022), a t-value that exceeds 1.96 (at a significance
level of 0.05) indicates a significant relationship. In addition, considering the effect size
can help determine the relevance of this relationship. Effect size can reveal how much

influence exogenous constructs have on their endogenous constructs (Hair et al., 2019).

Explanatory Power

The model's explanatory power is assessed using the R2 for the endogenous
construct. R2 shows the proportion of variance in the dependent construct that the
independent construct can explain. Hair et al. (2022) state that R? values of 0.75, 0.50,
and 0.25 indicate substantial, moderate, and weak explanatory power, respectively. This
evaluation helpsin determining how well the model describes the relationship between
constructs (Riel et al., 2017). In addition, the predictive power of the model can be
categorized into three categories, namely substantial (0.26), average (0.13), or weak
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(0.02) (Cohen, 1988). However, given the varying levels of complexity across models
and disciplines, there are no definitive rules of thumb for how strong R? should be when
evaluating model-prediction accuracy. Different disciplines and levels of model
complexity require different thresholds of prediction accuracy to achieve a minimum
level of explanatory power. Hair et. a. (2014) stated that although an R? value of 0.20
is considered relatively high in the field of consumer behavior, this value is not
considered high enough in the field of market studies.

Predictive Power

The predictive power of the model was tested using Stone-Geisser Q? statistics,
which come from the blindfolding procedure. A Q? value greater than zero indicates
that the model has predictive relevance for the endogenous construct. This evaluation
reveals whether the model can effectively predict results based on the relationship
established between constructs (Crocetta et a., 2020).

Effect Size

Effect size measures the strength of the relationship between constructs. Hair
et. d. (2014) recommend calculating the f? value to assess the relevance of each
predictor variable. This is done by determining the change in R?> when an exogenous
congtruct is removed from the model. The f* values of 0.02, 0.15, and 0.35 are
interpreted as small, medium, and large effect sizes, respectively (Syoemantri, 2021).
Another opinion from Cohen (1988) states that effect size or f* is a measure used to
assess how strongly an exogenous construct contributes to explaining a particular
endogenous construct in a structural model. This is to see the change in the R? value
when a certain exogenous construct is included (Hair et al., 2014).

According to (Cohen, 1988; Gefen et al., 2000; Hair et ., 2022), an f* value
of 0.35 indicates a significant effect, while values of 0.15 and 0.02 indicate a moderate
and smal effect. The size of the effect, large, medium, or small, will depend on how
strongly an exogenous construct influences the endogenous construct. If the predictor
construct or exogenous construct strongly influences the endogenous construct, then the
difference between the R2 that is issued will be higher, resulting in a high f? value. The
detailed structural model assessment criteria are presented in Table 4.16.
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Table 4.16
Structurd Model Assessment Criteria

Assessments Criteria Notes
Multicollinearity VIF<5 If VIF > 5, this indicates high
(VIF) multicollinearity, which can affect the
interpretation of the results.
Coefficient of R?> 0.75 (substantial), > R? shows the proportion of variance in the
Determination (R?) 0.50 (moderate), > 0.25 dependent variable explained by the
(weak) independent variable.
Effect Size (F) 0.02 (small), 0.15 2 the magnitude of the effect of the
(medium), 0.35 (large) independent variable on the dependent
variable.
Predictive Relevance  Q* > 0 indicates the Q? is calculated using the blindfolding method
(o5} predictive relevance of and quantifies how well the model reconstructs
the model the observed values.
Path Coefficients Significant at p-value < Measures the strength of the relationship
0.05 or based on t- between latent variables in the structural
statistic mode.

Source: Hair etal. (2022)

47 Chapter Summary

This chapter explains the research methodology used in this study, namely, a
guantitative approach to address the research objectives holistically. The data collection
processin this method uses a questionnaire research instrument consisting of three parts.
The first part of the questionnaire is related to the demographics of the respondents; the
second part contains research questions to test hypotheses in ROl and RO2. In contrast,
the third part is related to descriptions from multiple response questions, which are then
used to answer research questions in R0O3. This chapter also explains the process of
determining the population and sample, research instruments, data collection process,
variable measurement, and data analysis to test the research hypotheses using Smart-
PLS3. PLS was chosen because it is considered powerful for testing the influence
between the variables used in this study, namely direct influence and moderating
effects, where direct influence includes pressure, opportunity, rationalization, and
capability to commit fraud incidents in the village fund system, meanwhile the
moderating effect measured in this study is spiritual work ethics among village officias
in Central Java, Indonesia. Additionally, to address RO3 regarding the processing of
multiple-response questions, conclusions were drawn comprehensively from the

154



responses collected through the questionnaire. This stage was conducted to obtain
additional information that could not be obtained in the previous stage, which involved
testing closed-ended questions using numerical responses. In Chapter Five, theresearch
findings obtained during data collection will be discussed.

To makeit easier to understand the content of the research methodology in this
chapter, it will be summarized in Table 4.17. This table presents information on the

elements of quantitative and qualitative approaches.

Table 4.17
Summarizing the Methodology Used
M ethodol ogy Type of Tool Used
Research Design A guantitative method
Cross-sectional approach
Survey instrument
Sampling of 384 village fund managers in Central Java,
Indonesia
Unit of analysis: organizational
Variable Measurement Likert Scale 5-point
Pressure (9 items)
Opportunity (11 items)
Rationalization (9 items)
Capability (8 items)
Fraud incidents in the village fund system (9 items)
Spiritual Work Ethic (15 items)
Multiple responses questions Element of a fraud-coping mechanism
Statistical method for a quantitative PLS-SEM with Smart PLS 3
approach
Analysis for multiple-response Thematic analysis
guestions
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CHAPTER 5
FINDINGS

51 I ntroduction

This chapter gives an account of research aspects relating to data analysis. In
subsection 5.2, the rate of the questionnaire distribution in this study using face-to-face
and online delivery methods is discussed. Additionally, 5.3 Common Method Bias and
5.4 Non-Response Bias describe potential research biases, such as differences in traits
between respondents who answered and those who did not. The non-response bias is
conducted in terms of the online and the offline methodologies, where the online
answers received might be different from the offline received ones in terms of the
demographic, the level of involvement and the knowledge of the system under study.

An introduction to respondents is provided in Section 5.5, Individua
Respondent Demographics, and Section 5.6 presents the utilization of Sskeudes,
beginning with the definition of users and proceeding to how Sskeudes is assisted—
Section 5.7 Challenges in using Sskeudes. Also, the factors that led to the study, like
pressure, opportunity, rationalization, ability, and spiritual work ethic, have been
described in Section 5.8 Descriptive Analysis of Items in Variables. To proceed, 5.9
partia structura equation modeling (PLS-SEM) is employed in a two-step process,
involving assessment of the measurement and structural models, to conclude the
evaluation of the model results.

Section 5.10 displays the findings of research objective 3 and research question
3 of determining the components of fraud coping mechanisms. Lastly, 5.11 Chapter
Summary gives a summary of the key findings of dl the analyses carried out. The
structure of the undertaken chapter offers such alogica sequence of comprehending the
factors that have an impact on behavior within the Sskeudes system: beginning with
the description of the peculiarities of respondents and possible biases, proceeding to the
logica analysis of the interconnection between variables through the PLS-SEM
method.
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5.2 Response Rate

In this study, the questionnaire distribution process was carried out using two
methods, namely the offline method (face-to-face) directly to respondents and the
online method (distribution via a Google Form link). The man consideration in
distribution across these two approaches is access to each region, which is highly
variable; therefore, using these two methods to maximize the return rate of distributed
guestionnaires. In this study, respondents who were asked to complete the questionnaire
were village officids involved in the use of the Sskeudes application for village fund
management; each village has different policies regarding who is responsible for its use.

The offline questionnaire distribution process was conducted from August 5 to
September 22, 2023, for approximately 2 months. At this stage, the researcher
distributed 300 questionnaires directly to willing village officials in the districts of Pati
and Rembang, Indonesia. In this process, several questionnaires could not be filled out
directly by the respondents for various reasons, such as having work that could not be
left behind and other considerations, so the questionnaires had to be left first and only
about 1 week later did the researchers make a follow-up confirmation to the village
authorities regarding the continuation of the questionnaire filling process. On the other
hand, village officids who were willing to fill out the questionnaire directly, while
confirming with the researcher the purpose of this research, and asking severa other
guestions related to the purpose of some of the items asked, ensured a better
understanding of filling out the questionnaire.

In the process of collecting these questionnaires, the researcher managed to
obtain 261 questionnaires from respondents, of which 15 questionnaires were not filled
in completely. Four questionnaires could not be used because the respondents who filled
them in did not meet the predetermined criteria, namely, village officias not related to
the use of Sskeudes in village fund management, namely, the community, and heads of
neighbourhood (RT/RW). The questionnaires in this offline method were unusable
because they were not completed directly by the respondents. It took about a week for
them to be collected, and when the researcher arrived at the agreed time, the
guestionnaires were immediately handed over. From the entire offline questionnaire
collection process, 238 questionnaires were usable in this approach. Thus, the response
rate in this approach is = (3”) x 100 = 79%, meaning that 79% of the distributed
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guestionnaires were completed by the respondents. The detailled summary of the

response rate by face-to-face can be seen in Table 5.1 below:

Table 5.1
Response Rate by Face-to-Face

Didributed Returned Uncomplete Usable Response Rete (%0)
300 261 19 238 79%

Meanwhile, the online dissemination approach (Google Form) was carried out
using several techniques, namely the researcher asked for facilitation assistance from
related parties, namely village assistants who were under the direct coordination of the
Ministry of Villages and Disadvantaged Regions in Central Java province. This was
done to obtain comprehensive, targeted results for village officials directly coordinated
by village assistants. In addition, the researcher was also directly present at meetings
between village officials, which were coordinated directly by the relevant parties,
namely between academics and the government, in this case, the village assistants in
the Central Javaregion, inthe form of community service. This process was carried out
in the period from the end of September 2023 to the end of October 2023. At this time,
the link to the questionnaire was sent to 200 WhatsApp contacts obtained by the
researcher, of whom 189 completed the questionnaire. In this online questionnaire, al
can be used; this is because the respondents cannot skip stages in each item of the
questionnaire, so that the questionnaire can be filled in automatically from the beginning
to the end. From this number, the response rate for the online questionnaire can be
calculated as follows: = Q”) x 100 = 94.5%, which means that 94.5% of the
distributed questionnaires were completed by the respondents. The detailed summary

of the response rate by online can be seen in Table 5.2 below:

Table 5.2

Response Rate by Online Distribution Questionnaire
Didributed Returned Uncomplete Usdble Response Rete (%0)
200 189 0 189 94.5%

As presented in tables 51 and 5.2 related to the response rate of the
questionnaire distribution in this study, Where the two approaches taken in distributing
the questionnaire resulted in a different response rate, namely for the offline method

(face to face) as many as 238 respondents or equivalent to 79% of the total
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guestionnaires distributed, namely 300, while for the online method as many as 189
respondents or equivalent to 94.5% of the total questionnaires distributed, namely 200.
Furthermore, the results from the two approaches were combined, yielding a total of
427 respondents for the next step of this study, representing 85.4% of the 500
guestionnaires distributed. This number exceeds the minimum requirements stipulated
in the research methodology chapter, subchapter 4.3. In addition, a sample size of 427
is considered appropriate for using SEM-PLS. Hair et al. (2022) argue that 200 is the
ideal number for using SEM-PLS. The detailed summary of the total response rate can
be seen in Table 5.3 below:

Table 5.3
Total Response Rate for Questionnaire Distribution
No Distribution Distribution Returned Incompleteand Usable Percentage
methods amounts amounts unusable total (%)
amounts
1 Face-to-face 300 261 19 238 79%
distribution
2  Digributionvia 200 189 0 189 94.5%
Google Form
link
Total 500 450 19 427 85.4%

5.3 Common Method Bias

Common Method Bias (CMB) is a severe problem in quantitative research that
can undermine the validity of research results. To address CMB, researchers use
Harman's single-factor test technique, in which all items are measured by exploratory
factor analysisto seeif one significant factor emergesthat explains most of the variance;
the steps to carry out this test involve collecting data from al measured variables and
performing an exploratory factor analysis (EFA) on all questionnaire items (Podsakoff
et al., 2022). In EFA, extraction methods such as Principal Component Analysis (PCA)
are used without imposing a limit on the number of factors extracted. The analysis
results are then examined to assess the variance explained by the first factor. If the first
factor explains more than 50% of the total variance, this indicates the presence of a
significant CMB (Simmering et. al., 2015; Chiew et. al., 2019; Aguirre-Urreta &
Marakas, 2022). In Table 5.4 below are the detailed results of the test:
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Table 54
Harman's Single Factor Test

Total Variance Explained

Initial Eigenvalues Extraction Sums of Squared L oadings
Cumulative % of
Factor  Tota % of Variance Total Cumulative %
% Variance
1 12.294  20.153 20. 153 11.570 18. 967 18. 967

The CMB test accounted for most of the variance (18.967%y); this result
indicates that Common Method Bias is not a significant problem, as the total variance
explained by the first factor is below 50%. The results of this analysis are often used as
a benchmark in Harman's Single Factor Test to determine if the data variance is
dominated by a single factor, which could indicate significant method bias. With CMB
values well below this threshold, the analysis indicates that a single factor does not
dominate the variance in the data. This indicates that there is no substantial evidence
that Common Method Bias (CMB) is a significant problem in these data The data
collected is considered free from biases that could affect the validity of the research
results.

54 Non-Response Bias

In this study, non-response bias testing was used to assess the data collection
process, with questionnaires administered via a mixed-mode approach (offline and
online). Testing with this method was presented by Dillman et a. (2014), where they
were of the view that it was important to conduct a non-response bias test so that the
data could avoid potential bias. In the non-response bias assessment, the statistical
approach is at-test comparing respondents who complete the questionnaire with those
who use the offline and online approaches. This testing process is essential to maintain
data quality and ensure that the validity assumptions are met, thereby providing a
comprehensive and robust overview of the study's results and enabling stronger
conclusions, free from potential bias.

The representation of the data tested from this study is divided into two groups:
238 respondents who filled out the questionnaire offline and 189 respondents who filled
out the questionnaire online. The data used for this testing process has undergone very
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strict sorting to be further tested using SPSS to determine the potential for non-response

bias through t-tests. The full results of this test can be seen in Table 5.5 below:

Table 5.5
Independent Sample t-test (offline, n=238 and online, n=189)

95% Confidence Interva
Sg. (22 Mean

Vaidble t df ) ] of the Difference
taled) Difference

Lower Upper
OPP 1140 425 155 nT8 7636 2392
RAT 1046 425 296 565 -49% 1626
SWE A7 425 4 775 -833 2382
Fl -1145 425 253 -543 -1476 339

Testing of the four variables used in this study found no significant difference
between groups completing the questionnaire offline and those completing it online in
their overall responses to the questionnaire. The OPP variable shows a p-value of 0.255,
which exceeds the specified threshold of 0.05, indicating no significant difference
across filling modes for this variable and no non-response bias in this OPP variable. In
addition, the other three variables, namely RAT, SWE, and FI, with significance values
of 0.296, 0.344 and 0.253, respectively, have also exceeded 0.05, indicating that there
is no evidence of non-response bias in these variables. Therefore, it can be concluded
that the sample size used in this study is sufficient to conclude fraud incidents in the

village fund system of village governments.

55 Demographics by Respondent

5.5.1 Respondent's Profile

In this section, several characteristics emerge as identity data among research
respondents. The datawere obtained through a direct questionnaire survey administered
to respondents across Central Java. Central Java has 7,809 villages in 2022 and 2023,
an increase of 1 village, namely 7,810 villages, spread across 29 districts and six cities.
(BPS Provinsi Jawa Tengah, 2023). Respondents consist of several categories that are
directly related to the Village Fund, including planning the submission of the village
fund budget, implementing the village fund budget, and accountability for village funds.

The data distributed was 500 data points with statistical calculation adjustment filtering,
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so that the data used was 427 data points. The detailed summary of the distribution of

respondents can be seen in Table 5.6 below:

Table 5.6

Distribution of Respondents

Description Category Total Per centage (%)
Gender Male 289 67.68%
Female 138 32.32%
Total 427 100%
Status Single 47 11.01%
Married 380 88.99%
Total 427 100%
Number of Family 0-2 219 51.30%
Dependents 3-5 199 46.50%
6-7 9 2.10%
Total 427 100%
Education Level Elementary school 0 0.00%
Junior high school 8 187%
Senior high school 213 49.88%
Diploma Degree 26 6.09%
Bachelor Degree 178 41.69%
Master Degree 2 0.47%
Total 427 100%
Age < 20 years 2 0.47%
21 - 30years 84 19.67%
31 - 40years 142 33.26%
41 - 50years 132 30.91%
51 - 60 years 57 13.35%
> 60 years 10 2.34%
Total 427 100%
Length of Service < lyear 9 2.11%
1-2 years 61 14.29%
2-5 years 98 22.95%
> 5 years 259 60.66%
Total 427 100%
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Description Category Total Per centage (%)

Position in the Village Head of the Village 47 11.1%
Village Treasurer 65 15.22%
Village Secretary 93 21.78%
Head of Finance 61 14.29%
Head of Government 17 3.98%
Head of Genera Affairs and 26 6.09%
Planning
Sskeudes Operator 9% 22.48%
Others 22 5.15%
Tota 427 100%

Table 56 presents the distribution of respondents by demographic and
occupationa characteristics. The mgority were male (67.68%>), married (88.99%6>), and
had 0-2 dependents (51.30%). High school and bachelor's degrees were the most
common, followed by diplomas and master's degrees (41.69%6>). The largest age group
was 31-40 years (33.26%), followed by 41-50 years (30.91%).

The mgority of respondents (60.66%>) have worked for over 5 years, with
Sskeudes Operator (22.48%), Village Secretary (21.78%), and Village Treasurer
(15.22%0)) being the most common positions. The mgority are married men, have ahigh
school or bachelor's degree, and are in the productive age range (31-50 years).

56 Overview of Siskeudes System Usage

This section presents an analysis of how the Sskeudes is implemented and
utilized within village administrations, based on the data collected from 427
respondents. The questionnaire included items designed to capture Sskeudes usage,
including user roles, frequency of use, duration of experience, perceived effectiveness,
technical challenges, and support mechanisms. While each respondent provided
individual insights, the data also reflect broader institutional practices, as many aspects
of Sskeudes usage involve multiple actors within the same village. Accordingly, it is
important to note that for specific items, such as user roles, the total number of responses
exceeds the number of individual respondents. This is because participants were
permitted to select multiple roles to reflect the collaborative use of the Sskeudes in

practice. For instance, while one village might have a designated operator, other users
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such as the treasurer, secretary, or financia officer might also use the system regularly.
Thisis smilar to the usability of the Sskeudes application. Table 5.7 below summarises

the Sskeudes usage.
Table 5.7
Sskeudes System Usage (=427)
Category Item %
User Role Head of Village 41 9.60%
Village Treasurer 191 44.73%
Village Secretary 150 35.13%
Head of Finance 164 38.41%
Sskeudes Operator 245 57.38%
Others 41 9.60%
Length of Use Lessthan 1 year n 2.58%
1to lessthan 2 years 18 4.22%
2to lessthan 5 years 131 30.68%
5 years and above 267 62.53%
System Usage Per ception Optimal 409 95.78%
Not yet optimal 18 4.22%
Frequency of Use/ Month Lessthan 10 times m 26.00%
10 to less than 20 times 134 31.38%
20 to lessthan 30 times 9% 22.01%
More than 30 times 88 20.61%
Usability Features Recording budget and funds 362 84.77%
allocation
Recording the budget received from 331 77.52%
the government
Recording village income 323 75.64%
Recording village expenditure 329 77.05%
Others 93 21.78%
Technical Assistance 3 times or more 231 54.10%
Received 2 times 71 16.63%
ltime 79 18.50%
Never 46 10.77%

The findings suggest that Sskeudes is deeply embedded in village fund
operations. Most respondents (62.53%) have used the application for 5 years or more,
demonstrating long-term institutional adoption. An additional 30.68%) reported usage
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between two and less than five years, while a minority (6.80%) had experience of less
than two years. These trends suggest that, although the system is widely familiar, a
small subset of users may till be in the early stages of adaptation.

The system is most commonly used by Sskeudes Operators (57.39%), Village
Treasurers (44.73%) and Heads of Finance (38.40%). This reflects the shared
responsibility among various roles in managing village finances. Furthermore, the high
level of percelved optima usage (95.78%) indicates that most users perceive the
application as functional and practical. Only a smal percentage (4.22%) reported
suboptimal use points to issues such as inadequate internet access, lack of training, or
insufficient personnel.

The respondents also identified the system's key functiondities. The most
frequently used features were recording village and budget alocations (84.77%),
followed by documenting government disbursement (77.51%), village expenditures
(77.05%)) and income (75.65%). This demonstrates that the application plays a critica
role in enabling full-cycle financia tracking and reporting at the village level. The
inclusion of additional use cases under the "others" further highlights the system's
versatility in managing various aspects of village finance.

Regarding frequency of use, 2201%> of respondents access the system between
20 and 30 times per month, while about 20.61%) reported using it more than 30 times
per month, indicating near-daily engagement. This frequency likely enhances user

proficiency and contributes to effective system utilization.

57 Challenges in Using Siskeudes

Although the overall reception of Skeudesis positive, 72 respondents (16.86%)
reported experiencing difficulties in using the system. Among those who reported
difficulties, the most cited issue was unstable internet or Wi-Fi (36.36%), which is
particularly problematic in rura areas. This was followed by constraints in human
resources (19.70%) and insufficient training (18.18%). Some respondents also pointed
to the system's complexity and inadequate infrastructure as barriers to practical use.

Additional responses highlighted specific challenges, including server errors,
limited experience among new users, and a perceived lack of user-friendliness for non-
technical gaff. These findings underscore the need for continued investment in digital
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infrastructure, targeted training programs and system enhancement to support broader
and more efficient use of Sskeudes.

58  Descriptive Analysisfor Item on Variables

At this stage, the descriptive analysis of the variables measured in fraud
incidents involving Sskeudes will be presented. Table 5.8 - 5.13 presents descriptive
statistics of pressure, opportunity, rationalization, spiritual work ethics and fraud

incidents.

5.8.1 Pressure

Table 5.8 presents measurement results for several items related to the pressure
experienced by employeesin the work environment, particularly in the context of using
the Sskeudes application. Each item in this variable is measured using mean statistics
and standard deviation. The average values that measure items related to the pressure
variable are presented in Table 5.8.

Table 5.8
Descriptive Statistics of Pressure Variable

Mean Standard
Statistic Deviation

Code Measure ltems

P1Fin | am experiencing unexpected expenses such asillness, 3.55 0.855
accidents, or other emergencies.

P2_Fin | feel depressed because my workload istoo heavy. 3.60 0.764

P3 Fin | need to reduce my expenses to ensure | have sufficient 3.55 0.799

funds for the month.

P4_Fin | am the main financial provider for my family. 3.45 0.787
P5 Fin | maintain arelatively high- or expensive-lifestyle. 3.49 0.773
P6_Wrk | need to take a part-time job to support my monthly. 355 0.828
P7_Wrk | operate Siskeudes while also having other work 324 0.959
responsibilities that must be carried out simultaneously in
thevillage.
P8 Wrk | feel uncomfortable at work due to the existence of 333 0.856
Sskeudes.
P9 _Wrk | have clear information on the amounts of salary increases,  3.48 0.791

benefits, promotions, and penalties for fraudsters.
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The descriptive analysis of the Pressure variable indicates that the highest mean
score is for code P2_Fin, with a mean of 3.60 and a standard deviation of 0.764. This
indicates that excessive work demands significantly contribute to pressure among
respondents. Additionally, financial issues with codes P1_Fin and P3_Fin have amean
score of 3.55, underscoring financial pressure as another important factor. These
findings suggest the need for better workload management and financial support to
reduce stress among Sskeudes users.

5.8.2 Opportunity

Table 5.9 shows the overal mean value and standard deviation for the
opportunity variable. In this construct, opportunity is measured using eleven statement
items: supervision items (O1_Spv-O7_Spv) and attitudes (O8_Attd-O11_Attd). Based
on the analysis presented in Table 5.8, the opportunity measurement itemsin relation to
supervision and the possibility of fraud incidents in the siskeudes application.

Table 5.9
Descriptive Statistics of Opportunity Variable
Mean Standard
Code Measure Items
Statistic Deviation
Ol Spv Transactions can be carried out without sufficient 347 0.800
authorization.
02_Spv Recorded in an accounting period that does not 353 0.831

match the actual transaction date.

03 _Spv The separation of duties and responsibilitiesamong 354 0.836
officersis unclear and poorly defined.

04 _Spv Certain areas are not covered by CCTV, thereby 347 0.843
reducing the visibility of the transaction process.

O5_Spv Regulations, procedures, and instructions are not 343 0.840
well-documented

06_Spv Supervision, control, and audit reviews are 344 0.890
inadequate and not conducted regularly.

O7_Spv In my opinion, thereis alack of an active 342 0.848
supervision system in ensuring that all employees
carry out their duties in accordance with the
standard operating procedures

08 _Attd Fraud can potentially occur in the village fund 343 0.881
system.

167



Mean Standard

Code Measure Items .
Statistic Deviation
09 Attd Fraud occurs due to the system user's attitude or 3.52 0.854
behavior.
010 Attd Weaknesses in the village fund system create 3.39 0.911
opportunities for fraud.
011 Attd Only one individual has accessto the village fund 3.52 0.823

system (Siskeudes).

The highest average score for the opportunity variable, within the Supervision
and Attitude dimensions, is 3.54 for code O3_Spv, with a standard deviation of 0.836.
This indicates that the unclear division of duties and responsibilities is a significant
problem affecting internal control. In addition, concerns about the mismatch of
transaction inputs with the correct accounting period and fraud due to user behavior
have high average values, 3.53 and 3.52, respectively, in codes O2_Spv, 09 _Attd and
011 Attd. These findings highlight the need for clearer role delineation, stricter
supervision, and enhanced compliance measures to minimize the risk of fraud.

5.8.3 Rationalization

Table 5.10 shows the mean value and standard deviation for Rationalization
items. In this construct, rationalization is measured using 8 statement items: Giving
(R1_Giv-R4 _Giv) and Using (R5_Use-R8 Use).

Table 5.10

Descriptive Statistics of the Rationalization Variable
Mean Standard
Code Measure ltems

Statistic ~ Deviation
R1 Giv In my opinion, the salary | receiveistoo low comparedto  3.46 0.802
the risks, number of tasks, and responsibilities | havein the
village.
R2_Giv | believe that no one will be harmed if | use village funds 3.35 0.858
or office assets for personal purposes.
R3 Giv | believeit isacceptable to borrow officeassetsaslongas  3.55 0.766
they are returned intact.
R4 _Giv | believe that gifts from the community, vendors, or co- 3.56 0.771

workers constitute appreciation for the service | have
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Mean Standard

Code Measure ltems o o
Statistic  Deviation
provided.
R5 Use | think it is acceptable to make exceptions to certain rules 3.40 0.826

in order to achieve targets or complete my obligations.

R6 Use | believe the village owes me for my contributions, and | 347 0.788
can request reimbursement at any time.

R7 Use | believe that if | take a small amount of money or village 3.58 0.763
assets, the village will not go bankrupt.

R8 Use | feel | deserve areward for my contributionsto the village, 3.53 0.814

which | have not yet received.

Based on the data in Table 5.10, Descriptive Statistics of Variable
Rationalization, the highest value is in R7_Use with a mean of 3.58 and a standard
deviation of 0.763. This statement indicates that respondents believe that if they take a
small amount of money or village assets, the village will not go bankrupt. Meanwhile,
the lowest value is in R2_Giv with a mean of 3.35 and a standard deviation of 0.858.
This statement states that no one is harmed if someone uses money or office assets for
personal gain. From these results, it can be concluded that the highest rationalization is
based on the assumption that theft in small amounts will not have a significant impact,
whereas the lowest rationalization is based on the perception that using office assets for

personal gain is acceptable.

584 Capability

Table 5.11 shows the mean value and standard deviation for Capability items.
In this construct, capability is measured using 9 statement items: Position (C1_Pos-
C2_Pos), Superiority (C3_Spr-C5_Spr), and Technology (C6_Tech-C9 Tech).

Table 5.11
Descriptive Statistic of Capability Variable
Mean Standard
Code Measure Items
Statistic Deviation
C1 Pos In my current position, | could commit fraud. 3.60 0.764
C2 _Pos | have an in-depth understanding of the internal 354 0.828
controls related to my current position.
C3 _Spr | can persuade other staff to adopt my 3.52 0.809
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Code

C4_Spr
C5_Spr
C6 _Tech
C7 Tech

C8_Tech

C9_Tech

The highest average scorein the Ability variable was 3.60 for the three question
items with codes C1_Pos, C4 Spr, and C7_Tech. This indicates that the respondents
acknowledged that their position created opportunities for fraud, while also highlighting
their multitasking abilities and proficiency with the Sskeudes system. This indicates
potential risks and strengths in their abilities in the village fund system.

Measure ltems

recommendations.

My ability to multitask gives me an advantage in the
workplace.

| manage stress effectively.

| find it easy to use the Siskeudes.

| am proficient in using the village fund system
(Sskeudes).

| consistently participate in training sessions on the
use of Siskeudes.

| can quickly become familiar with Sskeudes.

585 Spiritual Work Ethics

Table 5.12 shows the mean value and standard deviation for Spiritual Work
Ethic (SWE) itemsin this construct. SWE is measured by 15 statement items, consisting
of Religiosity (SWE_1 - SWE_2), Wisdom (SWE_3 - SWE_8) and Ethic (SWE_9 -

SWE_15) items.
Table 5.12
Descriptive Statistics of Spiritual Work Ethic Variable
Code Measure Items
SWE1 Rel | believe in God and am committed to living in
accordance with God's principles.
SWE2_Rel | allocate a portion of my income each month to
donations or charitable purposes.
SWE3 Wis | acknowledge that challenges at work may arise
and strive to respond appropriately.
SWE4 Wis | seek to improve my circumstances through ethical

means.
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Mean
Statistic

3.60

3.54

3.27

3.60

3.58

3.52

Mean

Statistic
3.66

3.69

3.67

3.66

Standard

Deviation

0.782

0.820

0.978

0.803

0.853

0.848

Standard

Deviation
0.705

0.709

0.709

0.705



Code

SWE5_Wis

SWESG_Wis

SWE7_Wis

SWES_Wis

SWE9_Etc

SWE10Etc

SWE11Etc

SWE12_Etc

SWE13_Etc

SWE14 Etc

SWE15_Etc

The highest average scorein the Spiritual and Work Ethics (SWE) variable was
3.73 for the statement coded SWE 12_Etc. In addition, another high score was on the
statement item coded SWE2_Rel, with a score of 3.69. This finding indicates that
although respondents emphasized ethical decision-making and religious values, some
also felt that external circumstances adversely affected the situations they faced while

Measure ltems

Before criticizing someone, | try to put myself in
their position.

When facing a problem, | consider all relevant
information before making a decision.

| remain calm and think clearly when solving
problems, even under emotional stress.

| try to let go of resentment and focus on
constructive solutions.

| manage my emotions and maintain
professionalism when issues arise.

| do not compromise on my ethical principles.

It is not acceptable for village officials to be
involved in the improper management of village
funds.

When a choice has to be made between what is
right and what works in my favor, | will choose
what is right

My ethical actions are consistent across situations.

| tell the truth even if it comes with personal

consequences.

Mean

Statistic

3.56

359

3.60

3.62

3.60

3.65

3.65

3.73

3.67
3.61

Using the village fund system (siskeudes) motivates  3.55

me to maintain a strong work ethic.

working in the village.

5.8.6 Fraud Incidentsin the Village Fund System

Table 5.13 shows the mean value and standard deviation for Fraud items. In this
construct, fraud is measured using 9 statement items: Fraud Incident (F1_Inc-F6_Inc)

and Fraud Occurrence (F7_Occ-F9_Occ).
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Deviation

0.768

0.756

0.719

0.726

0.733

0.687

0.733

0.678

0.708

0.718

0.759



Table 5.13
Descriptive Statistics of Fraud Incidents in the Village Fund System Variable
Mean Standard

Code Mesasure Items -
Statistic Deviation
Flinc Fraud incidents have occurred within the village fund 353 0.797
system.
F2_Inc The level of fraud incidents in the village fund is high. ~ 3.58 0.781
F3_Inc Many village sectors are susceptible to fraud incidents.  3.59 0.714
F4_Inc Corruption, collusion, and nepotism are the most 353 0.808

common types of fraud in village sectors.

F5_Inc Inthisvillage, | have observed or believed that office 34 0.788
assets are used for personal purposes (e.g., vehicles,
printers, computers).

F6_Inc Inthisvillage, | have observed or believed that cashis ~ 3.53 0.788
borrowed or stolen.

F7_Occ | believe some information in the village's financial 3.39 0.842
statements is concealed or presented inaccurately.

F8_Occ | am aware of frequent misstatements, and they are 349 0.806
corrected afew days later.

F9 Occ Even with the use of the Village Fund System 358 0.772

(siskeudes), fraud can still occur.

The highest average score in the Fraud Incidences variable is 3.59 with the code
F3 Inc for the statement "Many village sectors are susceptible to fraud incidents”,
which indicates widespread concern about the risk of fraud. Other high values include
"The leve of fraud incidents in the village fund is high" at 3.58 with the code F9_Occ,
and on the question item "Even with the use of the Village Fund System (siskeudes),
fraud can ill occur." with avalue of 3.58 on the code F9_Occ. This finding indicates
that respondents perceive fraud as an ongoing problem in the management of village
funds, despite the presence of controls.

59 Partial Least Squares- Structural Equation Modelling (PLS-SEM)

The data processing stage in this study uses a Two-Stage Approach. The two-
stage approach in Structural Equation Modeling - Partial Least Squares (SEM-PLS)
analysis is a method used to handle complex models, especialy those involving
moderation or hierarchy of constructs. This approach is divided into two main stages:
first stage and second stage (Hair et al. 2022; Sarstedt et al., 2017; Becker et d., 2012).
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In this study, the two-stage model used is the reflective-reflective model, which means
that both first-order constructs and second-order constructs are measured using
reflective indicators. This means that these indicators are influenced by the latent
construct being measured (Henseler et al., 2015; Sarstedt et al., 2020; Hair et al. 2022;
Wong, 2019). The following is an explanation of the stages:

First Stage: In the first stage, the focus is on the measurement model (outer
model). The stepstaken at this stage include: Measurement Model Estimation; All first-
order constructs are measured using relevant indicators. Convergent validity is
evaluated through the Average Variance Extracted (AVE) value, while Composite
Reliability and Cronbach's Alpha measure reliability. Discriminant validity was tested
using the Fornell-Larcker criterion and the Heterotrait-Monotrait Ratio (HTMT). Next
is the Evaluation of Results: Indicators that have a loading value of more than 0.7
indicate good convergent validity Hair et al. (2022). Constructs are considered reliable
if the Composite Reliability value is more than 0.7 and Cronbach's Alphais more than
0.6. Discriminant validity is achieved if the AVE value of each construct is greater than
the squared correlations with other constructs (Fornell & Larcker, 1981).

Second Stage: Once the measurement model has been evaluated and its
validity and reliability have been assured in the first stage, the second stage involves
the Use of Latent Scores: latent scores obtained in the first stage are used as indicators
of higher-order constructs (second-order constructs). It aims to build a more complex
model with moderating or hierarchical constructs. Furthermore, the Structural Model
Estimation: At thisstage, estimation iscarried out on the structural model (inner model).
Path coefficients are calculated to determine the direct effect between latent constructs.
The moderating effect is tested by examining the interaction between latent constructs.

5.9.1 Measurement Model Analysis (Stage 1)

The stage of evaluating the results of this study goes through two steps, or better
known as the two-stage approach, namely evaluating the measurement model until it
meets the adequacy requirements and then proceeding to evaluate the structural model
for the quality of the research model. In this study, the stage of evaluating research
results employs the reflective-reflective method, with two stages of measurement model
testing. In stage 1 of the measurement model evaluation, the convergent validity and
discriminant validity values of the research datamust meet predetermined requirements.
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The convergent validity test is conducted by examining the outer loading of each
indicator on its construct and the average variance extracted (AVE). Indicators are said
to be valid if the loading factor value is greater than 0.60 and the AVE value must be
greater than 0.5. Furthermore, to assess discriminant validity in this research data, it is
seen from the cross-loading between indicators and other constructs. After the testing
process is complete, the next step in stage 1 isto look at the value of Cronbach's Alpha
and composite reliability which has a limit of greater than 0.70 for confirmatory
research or a value greater than 0.6 for explanatory research and see the HTMT value
of the processed data with the specified requirement, namely the HTMT value of the
dimension below 0.90.

5.9.1.1 Indicator Loading

This study tested the reliability of 61 indicators across six variables. Pressure,
Opportunity, Rationalization, Capability, Spiritual Work Ethics (SWE), and Fraud, each
consisting of multiple dimensions. All indicators had loading factors above 0.7,
confirming their reliability. The lowest loading factor was 0.754 (SWE15_Etc), while
the highest was 0.944 (C5_Spr). These results validate the use of al indicators for
further analysis. For more details, see Figure 5.1
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Furthermore, the following table presents the factor-loading results for each
dimension of the research model in the first stage. Factor loading is used to evaluate the
extent to which each indicator loads the measured construct. A loading value higher
than 0.7 indicates that the indicator is valid for measuring the construct in question,
according to Hair et a. (2022).

Table 514

Factor Loading Result: Stage 1
Press Opp Rat Cap SWE Fraud

pl_Fin 0.932

P2 Fin 0.893

P3 Fin 0.883

P4 Fin 0.870

P5_Fin 0.863

P6 Wik 0.891

P7_ Wik 0.863

P8 Wik 0.891

P9 Wik 0.878

01._Spv 0.869

02 S 0.893

03 _Swv 0.900

04 S 0.868

05 S 0.870

06 _Spv 0.883

07 S 0.882

08 _Attd 0.871

09 Attd 0.889

OIOAttd 0.871

011_Attd 0.911

Ri _Giv 0.906
R2 _Giv 0.883
R3_Giv 0.907
R4 _Giv 0.896
R5 Use 0.880
R6 Use 0.912
R7 Use 0.904
R8 Use 0.909
Ci. Pos 0.937
C2_Pos 0.940
C3_Sor 0.942
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Press Opp Rat Cap SWE Fraud

C4_Spr 0.929

C5_Spr 0.944

C6_Tech 0.845

C7_Tech 0.932

C8 Tech 0.923

C9 Tech 0.913

SWE2 Rd 0.930

SWEIRel 0.929

SWE3 Wis 0.808

SWE4 Wis 0.815

SWES5_Wis 0.814
SWE6_Wis 0.843
SWE7_Wis 0.844

SWES8 Wis 0.841

SWE9 Wis 0.757
SWEIOEtc 0.843

SWEIIEtc 0.782

SWE12 Etc 0.869

SWE13 Etc 0.818

SWE14 Etc 0.775

SWE15 Etc 0.754

Flinc 0.904
F2_Inc 0.904
F3 Inc 0.911
F4 Inc 0.911
F5 Inc 0.934
F6_Inc 0.915
F7_Occ 0.864
F8_Occ 0.915
F9_Occ 0.929

From Table 5.14, we can see that al indicators demonstrate high validity for
their respective constructs, confirming strong convergent validity in the research model.
Each construct, Pressure, Opportunity, Rationalization, Capability, Spiritual Work
Ethics (SWE), and Fraud, has the highest loading values from its respective indicators,
ensuring their reliability in measurement.
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5.9.1.2 Internal Consistency

The next step in testing internal consistency and convergent validity is to
examine the value of the average variance extracted (AVE). The test results of the test
values for all variables of this study can be described in detail below:

i) Average Extract Variance Vaue (AVE) Each Dimension

The following table shows the Average Variance Extracted (AVE) value for
each dimension in the research model at the first stage. AVE is used to measure the
convergent validity of each construct dimension measured in the model. A high AVE

indicates that the construct accounts for more than haf of the variance in its indicators.

Table 5.15
Value of Average Extract Variance for Each Dimension
Dimension Average Variance Extracted (AVE)
Pressure - Financia 0.790
Pressure - Work 0.776
Opportunity - Supervision 0.776
Opportunity - Attitude 0.785
Rationalization - Giving 0.806
Rationalization - Using 0.813
Capability - Position 0.881
Capability - Superiority 0.881
Capability - Technology 0.817
SWE - Religiosity 0.864
SWE - Wisdom 0.669
SWE - Ethics 0.653
Fraud - Incident 0.834
Fraud - Occupational 0.815

From Table5.15, it can be seen that all dimensionsin the research model exhibit
adequate to excellent convergent validity, asindicated by high AVE values (above 0.5).
Each variable, Pressure, Opportunity, Rationalization, Capability, Spiritua Work
Ethics (SWE), and Fraud, demonstrates strong validity in explaining the variance of its
indicators. The results confirm that the model meets validity assumptions based on
(Fornell & Larcker, 1981).

178



i) Average Extract Variance (AVE) Each Construct

The following table presents the Average Variance Extracted (AVE) for each
construct in the research model at thefirst stage. AVE isused to measure the convergent
validity of the constructs measured in the model. A high AVE indicates that the
construct accounts for more than half of the variance in itsindicators.

Table 5.16
Value of Average Extract Variance for Each Variable
Construct Average Variance Extracted (AVE)
Pressure 0.750
Opportunity 0.720
Rationalization 0.785
Capability 0.727
Spiritual Work Ethics 0.610
Fraud 0.801

In Table 5.16, it can be seen that the AVE value of each construct of the
variables used in this study, where the overall value of each variable hasan AVE value>
0.5, the highest AVE value is in construct fraud with a value of 0.801 and the lowest
value is in construct spiritual work ethics with a value of 0. 610. The other four
variables, namely opportunity, capability, pressure and rationalization, each have an
AVE vaue of 0.720, 0.727, 0.750 and 0.785, respectively. Thus, it can also be
concluded that the AVE for each research variable in this study meets the validity
assumptions.

Overall, these results indicate that each variable in the research model exhibits
adequate to excellent convergent validity, as evidenced by high AVE values. AVE
values above 0.5 indicate that more than haf of the variance of the indicators can be
explained by the measured construct, in accordance with the criteria proposed by
(Fornell & Larcker, 1981).

iii) Internal Consistency and Convergent Validity Result for each Dimension

The following Table 5.17 shows the results of testing internal consistency,
reliability, and convergent validity for each dimension in the research model construct.
This test includes Cronbach's Alpha, rho A, Composite Reliability, and Average
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Variance Extracted (AVE). These values are used to ensure that each measured
construct dimension exhibits good internal consistency and adequate convergent
validity.

Table 5.17
Internal Consistency and Convergent Validity Result for Each Dimension
i Average
Dimensions Cronbachis rho_A Composite Variance
Alpha Reliability
Extracted
Pressure - Financial 0.933 0.934 0.949 0.790
Pressure - Work 0.904 0.904 0.933 0.776
Opportunity - Supervision 0.952 0.952 0.960 0.776
Opportunity - Attitude 0.909 0.910 0.936 0.785
Rationalization - Giving 0.920 0.920 0.943 0.806
Rationalization - Using 0.923 0.924 0.946 0.813
Capability - Position 0.865 0.866 0.937 0.881
Capability - Superiority 0.932 0.932 0.957 0.881
Capability - Technology 0.925 0.928 0.947 0.817
SWE - Religiosity 0.843 0.843 0.927 0.864
SWE - Wisdom 0.917 0.918 0.934 0.669
SWE - Ethics 0.893 0.894 0.918 0.653
Fraud - Incident 0.960 0.960 0.968 0.834
Fraud - Occupational 0.886 0.892 0.930 0.815

From Table 5.17, it can be seen that al dimensions in the research model
demonstrate excellent internal consistency reliability, as indicated by Cronbach's
Alpha, rho A, and Composite Reliability values above 0.7 Hair et a. (2022). The
Pressure - Financial dimension (0.933) and Fraud - Incident (0.960) confirm strong
reliability. Similarly, rho_A values exceed 0.7, with Capability-Technology reaching
0.928. Composite Reliability values are also above 0.7, confirming high consistency, as
seen in Opportunity - Supervision (0.960). Lastly, AVE values exceed 0.5, ensuring
good convergent validity (Fornell & Larcker, 1981), with Capability - Position and
Capability - Superiority having the highest AVE (0.881). These findings confirm the
model's strong reliability and validity.
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iv) Internal Consistency and Convergent Validity Result for each Construct

The following Table 5.18 shows the results of testing internal consistency and
convergent validity for each construct in the research model. These tests include
Cronbach's Alpha, rho_A, Composite Reliability, and Average Variance Extracted
(AVE). These values are used to ensure that the measured constructs have good internal
consistency and adequate convergent validity.

Table 5.18
Internal Consistency and Convergent Validity Result for Each Construct
, Average
Cronbach's Composite
Construct rho A _ Variance
Alpha Reliability
Extracted
Pressure 0.958 0.959 0.964 0.750
Opportunity 0.961 0.961 0.966 0.720
Rationalization 0.961 0.961 0.967 0.785
Capability 0.953 0.954 0.960 0.727
Spiritual Work Ethics 0.94 0.955 0.959 0.610
Fraud 0.969 0.970 0.973 0.801

The interna consistency test results confirm that al constructs have excellent
reliability, with Cronbach's Alpha values above 0.7 Hair et a. (2022). For instance,
Pressure has a Cronbach's Alpha of 0.958, while Fraud scores 0.969, meeting reliability
standards. Similarly, rho_A values exceed 0.7, with Fraud having the highest at 0.970,
confirming strong consistency. Composite Reliability values are aso above 0.7, as
evidenced by Rationalization (0.967), indicating high consistency. Convergent validity
is confirmed by AVE vaues above 0.5 (Fornell & Larcker, 1981), with Fraud having
the highest AVE (0.801). Overall, the model demonstrates strong reliability and
validity.

5.9.1.3 Discriminant Validity

In the first stage of this test, the test methods used are the Fornell-Larcker
Criterion, cross-loadings, and the value of Heterotrait-Monotrait (HTMT). The overdl
value of these criteria must meet the predetermined requirements. The following will

discuss in detail the results of the assessment:
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i) Fornel-Larcker Criterion

The following table presents the results of the Fornell-Larcker Criterion test
used to assess discriminant validity in the first stage of the research model. The Fornell-
Larcker Criterion is amethod used to ensure that a construct shares more variance with
its own indicators than with other constructs. This is shown by comparing the square
root of the Average Variance Extracted (AVE) aong the diagonal with the correlation
between constructs off the diagonal.

Table 5.19
Fornel-Larcker Criterion
Press Opp Rat Cap SWE Fraud

Pressure 0.866

Opportunity 0.731 0.848

Rationalization 0.729 0.765 0.886

Capability 0.708 0.680 0.692 0.853

Spiritual Work Ethics -0.031 -0.009 0.009 -0.044 0.781
Fraud 0.633 0.631 0.622  0.600 0.053  0.895

The results of the Fornell-Larcker Criterion test in Table 5.19 indicate that each
construct in the research model has good discriminant validity, as the square root of the
AVE for each construct is greater than its correlations with other constructs (Hair. Jr et
al., 2022). For example, the Pressure construct has a square root AVE of 0.866, which
is higher than its correlations with other constructs, such as 0.731 and 0.729. The
Opportunity construct also demonstrates good discriminant validity, with a square root
AVE of 0.848, which exceedsits correlations with other constructs, including 0.731 and
0.765. Similarly, Rationalization has a square-root AVE of 0.886, whereas Capability
has a square-root AVE of 0.853, both confirming discriminant validity. The Spiritual
Work Ethics (SWE) construct also meets the discriminant validity criteriawith asquare
root AVE of 0.781. Lastly, the Fraud construct hasthe highest squareroot AVE (0.895),
which exceeds the square roots of all its correlations with other constructs. Thus, these
results confirm that each construct in the research model exhibits strong discriminant
validity, in accordance with the criteria proposed by Fornell and Larcker (1981).
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i) Cross Loading

The following table shows the results of testing cross-loadings to evauate
discriminant validity in the first stage of the research model. Cross-loadings are a
method used to measure the extent to which indicators on a particular construct load
higher on that construct compared to other constructs (Sarstedt et al., 2020). A higher
loading value on the supposed construct compared to other constructs indicates that the
indicator is valid for the measured construct.

Table 5.20
Cross Loadin

Press Opp Rat Cap SWE Fraud
PIFin 0.912 0.661 0.681 0.634 -0.039  0.624
P2_Fin 0.870 0.658 0.652 0.645 -0.070  0.592
P3_Fin 0.881 0.608 0.619 0.575 0.006 0.521
P4_Fin 0.856 0.657 0.654 0.581 -0.013  0.537
P5_Fin 0.849 0.633 0.590 0.592 -0.096  0.506
P6_Wrk 0.881 0.621 0.667 0.628 -0.029  0.593
P7_Wrk 0.818 0.598 0.589 0.587 -0.034  0.501
P8_Wrk 0.859 0.642 0.629 0.652 0.020 0.536
P9_Wrk 0.864 0.616 0.595 0.618 0.012 0.509
01 Spv 0.634 0.842 0.656 0.572 -0.011 0519
02_Spv 0.631 0.876 0.674 0.573 -0.036  0.585
03_Spv 0.668 0.889 0.687 0.615 -0.030  0.596
04_Spv 0.618 0.838 0.665 0.570 0.041 0.524
05_Spv 0.623 0.849 0.644 0.610 -0.010  0.569
06_Spv 0.619 0.864 0.653 0.599 -0.021  0.546
07_Spv 0.642 0.872 0.691 0.614 0.036 0.593
08_Attd 0.591 0.817 0.602 0.568 -0.021 0476
09_Attd 0.591 0.828 0.619 0.525 -0.017  0.490
OIOALttd 0.555 0.782 0.607 0.514 0.044 0.446
011 _Attd 0.640 0.868 0.637 0.578 -0.051 0534
RIGiv 0.612 0.686 0.895 0.569 0.055 0.506
R2_Giv 0.613 0.668 0.856 0.604 0.005 0.517
R3_Giv 0.650 0.690 0.898 0.636 -0.020 0.575
R4 _Giv 0.673 0.649 0.886 0.630 -0.054  0.607
R5 Use 0.600 0.657 0.864 0.589 0.035 0.497
R6_Use 0.640 0.697 0.896 0.609 0.022 0.519
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Press Opp Rat Cap SWE Fraud

R7_Use 0.692 0.687 0.897 0.637 0.007 0.595
R8 Use 0.684 0.689 0.894 0.626 0.014 0.589
Cl_Pos 0.612 0.585 0.612 0.829 -0.082  0.530
C2_Pos 0.586 0.587 0.566 0.852 -0.081  0.467
C3_Spr 0.621 0.601 0.595 0.861 -0.032 0571
C4_Spr 0.609 0.592 0.620 0.852 -0.012  0.530
C5_Spr 0.631 0.603 0.602 0.871 -0.011  0.559
C6_Tech 0.501 0.508 0.480 0.779 0.020 0.374
C7_Tech 0.638 0.580 0.622 0.872 -0.031 0534
C8_Tech 0.635 0.592 0.616 0.867 -0.036 0543
C9 _Tech 0.586 0.562 0.583 0.884 -0.064  0.481
SWEIRel 0.040 0.047 0.020 -0.009 0.764 0.073
SWE2_Re 0.010 0.031 0.029 -0.020 0.758 0.067
SWE3_ Wis -0.031 0.000 0.004 -0.057 0.777 0.050
SWE4 Wis 0.023 0.032 0.042 -0.018 0.781 0.092
SWE5_Wis -0.073 -0.059  -0.048 -0.092 0.797 -0.015
SWE6_Wis -0.040 -0.041  -0.037 -0.056 0.803 0.008
SWE7_Wis -0.074 -0.051  -0.007 -0.058 0.818 -0.014
SWE8_ Wis -0.008 0.037 0.036 0.007 0.800 0.039
SWE9_Wis -0.056 -0.012  -0.004 -0.043 0.778 0.047
SWEIOEtc -0.018 0.029 0.047 0.000 0.800 0.067
SWEIIEtc -0.033 -0.031  -0.010 -0.080 0.728 0.042
SWE12_Etc -0.033 -0.011  -0.007 0.007 0.802 0.068
SWE13 Etc 0.055 0.029 0.083 0.026 0.737 0.101
SWE14 Etc -0.052 -0.029  0.009 -0.022 0.788 0.019
SWE15_Etc -0.075 -0.078  -0.054 -0.101 0.782 -0.018
Fllnc 0.570 0.569 0.566 0.539 0.065 0.891
F2_Inc 0.588 0.581 0.573 0.531 0.046 0.902
F3_Inc 0.587 0.590 0.578 0.546 0.067 0.903
F4 Inc 0.529 0.539 0.545 0.532 0.022 0.903
F5_Inc 0.604 0.600 0.584 0.580 0.046 0.931
F6_Inc 0.583 0.563 0.558 0.568 0.038 0.907
F7_0Occ 0.473 0.499 0.457 0.439 0.056 0.810
F8_0cc 0.541 0.535 0.534 0.509 0.042 0.877
F9_0Occ 0.611 0.602 0.609 0.583 0.052 0.927

The results from Table 5.20 indicate that each indicator has the highest loading
value on its respective construct, confirming excellent convergent validity. For the
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Pressure construct, indicators such as PIFin to P9 Wrk have the highest loadings,
indicating strong validity in measuring Pressure. Similarly, Opportunity indicators
(OlSpv to OIlAttd) exhibit the highest loadings on the Opportunity construct. The
Rationalization construct, with indicators RIGiv to R8 Use, aso shows strong
validity. The Capability construct, measured by Cl Posto C9 Tech, demonstrates high
loadings on its respective construct. The Spiritua Work Ethic (SWE) construct, which
comprises indicators SWEIRel to SWE15 Etc, exhibits the highest loadings,
supporting its validity. Lastly, the Fraud construct, with indicators FlInc to F9_Occ,
also has the highest loadings on the construct. Overall, these findings confirm that al
indicators effectively measure their intended constructs, ensuring strong convergent

validity within the research model.

iii) Heterotrait - Monotrait Ratio (HTMT)

The following Table 5.21 shows the results of the Heterotrait-Monotrait Ratio
(HTMT) test to evaluate discriminant validity in the first stage of the research model.
HTMT is a method used to assess the extent to which the constructs in the research
model can be distinguished from one another. A high HTMT value indicates a potential
problem in discriminant validity, while a lower value indicates that the constructs can
be distinguished well, according to Hair et al. (2022).

Table 5.21

Heterotrait - Monotrait Ratio (HTMT)
Press Opp Rat Cap SWE  Fraud

Pressure

Opportunity 0.762

Rationalization 0.759 0.796

Capability 0.740 0710 0.722

Spiritual Work Ethic 0.064 0.057 0.054 0.068
Fraud 0.655 0653 0644 0622 0.067

The research model's HTMT results show good discriminant validity, with
values below the 0.85 threshold. The Pressure, Opportunity, Rationalization, and
Capability constructs are distinct, whereas the Spiritual Work Ethic (SWE) construct
exhibits excellent discriminant validity. The Fraud construct exhibits low HTMT
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values, supporting its distinctiveness. Overall, these results validate that the constructs
in the model are well distinguished from each other (Sarstedt et al., 2020).

5.9.2 Measurement Model Analysis (Stage 2)

In this second stage, the evaluation is a continuation process of the first stage
measurement model, which has been tested for validity and reliability and declared to
meet all the required assumptions. In the second stage of SEM-PLS testing, with an
embedded two-stage reflective-reflective approach, the focus is on testing the structural
model. However, the validity and reliability testing process will still be carried out to
ensure that the required assumptions are still met, even though the data is tested using
latent scores. Convergence, discriminant, and reliability tests conducted inthe first stage
still need to be retested to ensure that the latent score used in the second stage does not
ater the characteristics of the existing constructs. The retest includes evaluating the
Average Variance Extracted (AVE), Fornell-Larcker, and Composite Reliability and
Cronbach's Alphavalues. The latent scores from the first stage of testing are also used
to test the causal relationships among constructs, to calculate the R-squared (R2) to
assess the model's strength in explaining the variance of the endogenous constructs, and
to test the role of moderating variables in this study. Evaluation in this second stage,
using latent scores, is expected to yield reliable results and sufficient predictive power,
thereby providing a strong basis for interpreting the relationships among the variables
used in this research model.

5.9.2.1 Indicator Loadings

Table5.22 show the results of testing Indicator Loadingsto evaluate the strength
of the relationship between the indicators and the constructs measured in the research
model. Indicator Loadings measure the contribution of each indicator to the construct it
represents. A high loading value indicates that the indicator significantly loads the
measured construct, with values above 0.7 generally considered good, as stated by Hair
et al. (2022).
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Table 5.22

Indicator Loadings Result: Stage 2

Press

Opp

Rat Cap SWE

Fraud

Financial
Work
Supervision
Attitude
Giving
Using
Position
Superiority
Technology
Religiosity
Wisdom
Ethics
Incident

Occupational

0.978
0.977

0.964
0.951
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0.985
0.985
0.919
0.923
0.920
0.922
0.915
0.922

0.983
0.981
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The results indicate high convergent validity for each construct in the research
model. The Pressure construct is well measured by the Financial (0.978) and Work
(0.977) dimensions. For Opportunity, Supervision (0.964) and Attitude (0.951) show
strong validity. Similarly, the Rationalization construct is effectively measured by
Giving and Using (both 0.985). The Capability construct is supported by Position
(0.919), Superiority (0.923), and Technology (0.920). In the Spiritual Work Ethics
construct, the moderating variables Religiosity (0.922), Wisdom (0.915), and Ethics
(0.922) confirm strong validity. Lastly, Fraud is well-represented by Incident (0.983)
and Occupational (0.981). Overall, al indicators demonstrate high loading values,
confirming excellent convergent validity in the model, as stated by Hair et al. (2022).
For more detail see Figure 5.2.

5.9.2.2 Internal Consistency

The following Table 5.23 shows the results of testing internal consistency,
reliability, and convergent validity for the constructs in the research model. These tests
include Cronbach's Alpha, rho A, Composite Reliability, and Average Variance
Extracted (AVE). These values are used to ensure that the measured constructs have

good internal consistency and adequate convergent validity.

Table 5.23
Internal Consistency Reliability Result and Convergent Validity Result
i Average
Composite
Construct Cronbach's Alpha  rho_A o Variance
Reliability
Extracted
Pressure 0.954 0.955 0.978 0.956
Opportunity 0.910 0.925 0.957 0.917
Rationalization 0.969 0.969 0.985 0.970
Capability 0.911 0.913 0.944 0.848
Spiritual Work Ethics 0.914 1005 0.943 0.846
Fraud incident in the village fund
system 0.963 0.964 0.982 0.964
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Table 5.23 shows good internal consistency in the study, with Cronbach's alpha
value exceeding 0.7. The pressure construct has avalue greater than 0.7, indicating good
internal consistency. Therho_A value, which assesses construct reliability, exceeds the
minimum acceptable value, indicating that overall consistency meets the predetermined
assumptions. The spiritual work ethics construct has the highest value of 1.005.

The study's third reliability assessment evaluates the composite reliability of the
construct; rationalization has a composite reliability of 0.985, indicating high
consistency. The Convergent Validity test, based on the Average Variance Extracted
(AVE), indicates good convergent validity, with all constructs having AVE values
above 0.5. The results indicate excellent internal consistency reliability and sufficient
convergent validity, with high values of Cronbach's Alpha, rho A, Composite
Reliability, and AVE.

5.9.2.3 Discriminant Validity

In the second stage of this test, the test methods used are the Fornell-Larcker
Criterion, cross-loadings, and the value of Heterotrait-Monotrait (HTMT). The overall
value of these criteria must meet the predetermined requirements. The following will

discussin detail the results of the assessment:

i) Fornel-Larcker Criterion

The first test for discriminant validity assessment is the Fornell-Larcker
Criterion. The following table presents the results of the Fornell-Larcker Criterion test
used to assess discriminant validity in the research model. The Fornell-Larcker
Criterion is a method used to ensure that a construct shares more variance with its own
indicators than with other constructs. Thisis shown by comparing the square root of the
Average Variance Extracted (AVE) along the diagonal with the correlation between

constructs outside the diagonal.

Table 5.24
Fornell-Larcker Criterion
Press Opp Rat Cap SWE Fraud
Pressure 0.978
Opportunity 0.727 0.958
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Press Opp Rat Cap SWE Fraud

Rationalization 0.728 0761  0.985

Capability 0.709 0678  0.692 0.921

Spiritual Work Ethics -0.007 0010 0.017 -0.038  0.920

Fraud 0.628 0621 0.619 0.597 0.067 0982

The results of the Fornell-Larcker Criterion analysis in Table 5.24 confirm that
each construct in the research model exhibits good discriminant validity, as the square
root of the AVE for each construct is higher than its correlation with other constructs
(Fornell & Larcker, 1981). The Pressure construct, with an AVE of 0.978, has higher
loadings than its correlations with other constructs, indicating strong construct validity.
Similarly, Opportunity (VAVE = 0.958), Rationalization (VAVE = 0.985), and
Capability (VAVE = 0.921) al demonstrate discriminant validity by exceeding their
respective correlation values. The Spiritual Work Ethics (SWE) construct, used as a
moderating variable, also shows good discriminant vaidity with an VAVE of 0.920,
indicating that it is distinct from other constructs. Finally, the Fraud construct (AVE =
0.982) exceeds the correlation coefficients, further supporting its distinctiveness within
the model. Overall, these findings indicate that the constructs in the research model are

well distinguished, confirming compliance with the Fornell-Larcker Criterion.

i) Cross Loadings

The following Table 5.25 shows the results of testing cross-loadings to evaluate
discriminant validity in the research moded in the second stage. Cross-loadings are a
method used to measure the extent to which items or indicators on a particular construct
load higher on that construct compared to other constructs. A higher loading value on
the supposed construct compared to other constructs indicates that the indicator is valid
for the measured construct.

Table 5.25

Cross loadings
Construct Press Opp Rat Cap SWE Fraud
Financial 0.978 0.722 0.719 0.682 -0.025 0.622
Work 0.977 0.700 0.704 0.705 0.012 0.605
Supervision 0.719 0.964 0.758 0.676 0.009 0.636
Attitude 0.671 0.951 0.696 0.618 0.009 0.547
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Construct Press Opp Rat Cap SWE Fraud

Giving 0.709 0.747 0.985 0.680 0.006 0.611
Using 0.725 0.752 0.985 0.683 0.028 0.608
Position 0.639 0.619 0.627 0.919 -0.074 0.527
Superiority 0.663 0.635 0.645 0.923 -0.014 0.585
Technology 0.657 0.617 0.639 0.920 -0.021 0.534
Religiosity 0.029 0.043 0.026 -0.019 0.922 0.077
Wisdom -0.044  -0.020 -0.002 -0.060 0.915 0.036
Ethics -0.031  -0.019 0.014 -0.041 0.922 0.058
Incident 0.631 0.621 0.621 0.603 0.063 0.983
Occupational 0.602 0.598 0.593 0.569 0.069 0.981

The results from Table 5.25 show that each indicator has the highest loading
value on its respective construct, confirming good discriminant validity. The Pressure
construct, measured by Financial (0.978) and Work (0.977) dimensions, exhibits strong
validity. Similarly, Opportunity, measured by Supervision (0.964) and Attitude (0.951),
also shows high validity. The Rationalization construct, assessed through Giving and
Using, with loadings of 0.985, confirms its reliability. The Capability construct,
represented by Position (0.919), Superiority (0.923), and Technology (0.920), maintains
high validity. Lastly, the Spiritual Work Ethics (SWE) construct, measured by
Religiosity (0.922), Wisdom (0.915), and Ethics (0.922), further confirms strong
discriminant validity in the research model.

iii) Heterotrait-Monotrait Ratio (HTMT)

The following Table 5.26 shows the results of testing the Heterotrait-Monotrait
Ratio (HTMT) approach, which serves to evaluate discriminant validity in the second-
order research model. HTMT is a method used to measure the extent to which the
constructs in the research model can be distinguished from one another. A high HTMT
value indicates potential problems with discriminant validity, whereas a lower value
indicates that the constructs are well distinguished (Sarstedt et al., 2020).

Table 5.26
Heterotrait-Monotrait Ratio (HTMT)
Press Opp Rat Cap SWE Fraud
Pressure
Opportunity 0.778
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Press Opp Rat Cap SWE  Fraud
Rationalization 0.757 0.808
Capability 0.760 0.742 0.736
Spiritual Work Ethics 0.040 0.032 0.021 0.049
Fraud 0.655 0.660 0.640 0.636  0.066

The HTMT value for the research model indicates good discriminant validity

among constructs, with values below the accepted threshold. Pressure and Opportunity

have a correlation coefficient of 0.778, whereas Opportunity and Rationalization have

correlation coefficients of 0.808 and 0.736, respectively. Rationalization and Capability
have 0.736 and 0.736, respectively. Spiritual Work Ethics (SWE) exhibits low HTMT
values but maintains good discriminant validity. Fraud has low HTMT values, but is

well differentiated from other constructs. Overall, the second-order method research

model has good discriminant validity. This value is below the accepted threshold of
0.85 for the second-order model (Henseler et al., 2015).

5.9.3 Assessing Structural Model Result

i) Collinearity (VIF)

The following Table 5.27 shows the results of testing the Variance Inflation
Factor (VIF) value for the independent variables in the model that affect the dependent

variable Fraud. The VIF is used to detect multicollinearity among the independent

variables. Multicollinearity occurs when independent variables are highly correlated,

which can affect the stability and interpretation of the regression model.

Table 5.27
Colinearity (VIF) Result
Variable

Pressure

Opportunity
Rationalization
Capability

Spiritual Work Ethics
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Table 5.27 shows that the VIF values are 2.835 for the Pressure variable, 2.969
for the Opportunity variable, 3.043 for the Rationalization variable, 2.525 for the
Capability variable, and 1.072 for the Spiritual Work Ethics variable. The conclusion
that can be drawn is that the VIF value, which is below 10, is considered not to show a
serious multicollinearity problem (Hair et al., 2022). Based on this reference, all VIF
values reported in the table above are below the predetermined limits, indicating no
strong evidence of serious multicollinearity among the variables used in this research
model.

In this study, the VIF for the rationaization variable is 3.043, which is within
acceptablelimits. In addition, although the Spiritual Work Ethics variable hasthe lowest
VIF (1.072), this value is still not indicative of a significant multicollinearity problem.
Theresults presented in the table indicate that the VIF value is below the recommended
threshold value of 5, which indicates no significant level of collinearity between
exogenous constructs (Sarstedt et al., 2020). Therefore, all existing constructs are
retained, and the conclusion isthat the independent variables used in this research model
do not experience significant multicollinearity symptoms, so that the resulting model
can be considered stable and can be appropriately interpreted.

ii) Coefficient Determination (R* value)

In thefollowing Table5.28, the test results of the R? valuefor the research model
using the dependent variable fraud can be presented. The R? value can be interpreted as
a measure of how well the model explains the variability of the dependent variable

under study.
Table 5.28
R® Value Result
R Square R Square Adjusted Remark
Fraud 0.515 0.505 Average

In Table 5.28, the R? for the fraud variable is 0.515. This indicates that 51.5%
of the variability in the fraud variable can be explained by the model used in this study.
Meanwhile, the Adjusted R? value is 0.505, which serves to correct the R? value based
on the number of predictors in the model; in this case, the value provides a more
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accurate picture of the model's ability to explain the variability of the data used in this
study.

The conclusion that can be drawn from the table is that the R? and Adjusted R
values obtained are categorized as "Average." This indicates that the existing model in
this study has a relatively strong ability to explain the variability of the fraud variable.
However, there remains space to enhance its predictive performance. This "average"
category refers to genera guidelines in the statistical literature, which state that R
values between 0.33 and 0.67 are considered moderate or average (Cohen, 1988; Hair
et a. 2022). The categorization is based on the generally accepted literature, where R?
values around 0.26 are categorized aslow, 0.33-0.67 as moderate or average, and above
0.67 as high.

i) Effect Size (* value)

The following Table 5.29 shows the results of testing the f* value for the
dependent variable, namely fraud, while controlling for the independent variables:
Pressure, Opportunity, Rationalization, Capability, and Spiritua Work Ethic (SWE).
Please note that the f* value measures the effect size of each independent variable on
the dependent variable. The categorization of the effect size is based on expert opinion
by (Cohen, 1988; Henseler et ., 2009; Sarstedt et a., 2020), that the value category <
0.02 is said to be very small, the value of 0.02 < F2 value < 0.15 is said to be small, the
value of 0.15 < % value < 0.35 is categorized as medium and the f* value > 0.35 is
categorized as large.

Table 5.29

F* Value Result
Construct Path Ivalue Effect Size
Pressure --> Fraud 0.033 Small
Opportunity --> Fraud 0.021 Small
Rationalization --> Fraud 0.030 Small
Capability --> Fraud 0.029 Small
SWE*Pressure --> Fraud 0.007 Very Small
SWE* Opportunity --> Fraud 0.008 Very Small
SWE* Rationalization --> Fraud 0.034 Small
SWE?* Capability --> Fraud 0.019 Very Small
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Table 5.29 indicates that the effect sizes () for the relationships between
Pressure, Opportunity, Rationalization, and Capability on Fraud are small, with values
of 0.033, 0.021, 0.030, and 0.029, respectively. This suggests that while these variables
sgnificantly influence fraud, their individual contributions are minimal. Similarly,
interactions involving Spiritual Work Ethics (SWE)—namely SWE * Pressure (0.007),
SWE * Opportunity (0.008), and SWE * Capability (0.019)—are categorized as
minimal effects. However, SWE * Rationalization (0.034) shows a dightly larger but
gill small effect, indicating that spiritual work ethics moderately strengthen the
rationalization-fraud relationship. Overadl, athough the variables help explain fraud,
their effect sizes remain small.

iv) Assessment of Predictive Relevance (Q2)

The assessment of predictive relevance (Q) in this study uses Partial Least
Squares Structural Equation Modeling (PLS-SEM). Predictive relevance is assessed
using the Q® statistic obtained via blindfolding. The following Table 5.30 presents the
results of the predictive relevance assessment for the "Fraud" construct.

Table 5.30
Assessment of Predictive Relevance (Q?)
Construct Q’Vaue  Remarks
Fraud 0477 High predictive relevance of the PLS path model

The Q? value of 0.477 for the "Fraud" construct indicates that the PLS path
model has moderate predictive relevance. According to (Sarstedt, M., et. a., 2020), Q?
> 0 indicates that the model has predictive relevance, with the following categories:

Q’°<0 : Thereis no predictive relevance.
0<Q’<0.02 : Predictiverelevanceisvery low.
0.02 < Q*< 0.5 : Small predictive relevance.

0.15 < Q*< 0.35 : Medium predictive relevance.
Q*>035 : High predictive relevance.

With a Q? value of 0.477, this model demonstrates strong predictive ability for
the "Fraud" construct, athough further improvement is still warranted. Based on the

196



results of the predictive relevance assessment, the PLS path model used in this study
has a very adequate predictive ability with moderate predictive relevance for the
"Fraud" construct. Thisindicates that the model isreliable in predicting fraud incidence,

but further improvements could increase prediction accuracy.

594 Assessment of Path Coefficient

After dl stages of testing have been completed, namely convergent validity,
discriminant validity, and reliability have met the predetermined criteria, and the
research model has avoided multicollinearity symptoms, escaped the assumptions of
common method bias and response bias, then the next step is the assessment of the
structural model (inner model). This assessment is carried out with the bootstrapping
step inthe SEM-PLS software, which aims to assess the path coefficient and confidence
intervals of the results. Figure 5.3 is the result of the bootstrapping process conducted.
Furthermore, tables 5.31 and 5.32 present a summary of the path coefficient results for
the research model, as well as the significance of the findings and evidence supporting

the previously formulated hypothesis.
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5.9.4.1 Results on RO1 and RQ1 - Effect of Pressure, Opportunity, Rationalization
and Capability to Fraud

Based on the path coefficient results presented in Figure 53 above, it can be
summarized in the form of Table 5.31 regarding the influence of the variables of

pressure, opportunity, rationalization and capability on fraud incidents.

Table 531
Hypothesis Testing Results for Direct Effect
] ] Standard _ .
Relationship P o T Statistics P Vaues Decision
Deviation
Pressure -> Fraud 0.213 0.085 2.489 0.013 Support
Opportunity -> Fraud 0.175 0.083 2115 0.034 Support
Rationalization ->
0.210 0.084 2.496 0.013 Support
Fraud
Capability -> Fraud ~ 0.190 0.074 2.567 0.010 Support

This study analyzes the influence of four main factors, namely pressure,
opportunity, rationalization, and capability, on the occurrence of fraud incidents in the
village fund system {Sskeudes) using the Structura Equation Modelling-Partial Least
Squares (SEM-PLS) method.

Based on Table 5.31, HypothesisHI (Pressure -> Fraud) found that pressure has
a sgnificant positive effect on fraud with a coefficient value (P) of 0.213 and a p-vaue
of 0.013. This indicates that the greater the pressure individuals experience, the higher
the likelihood of fraud. This finding is consistent with the fraud diamond theory put
forward by Cressey (1953), which states that pressure is a mgor factor contributing to
fraud.

Furthermore, in hypothesis H2 (Opportunity -> Fraud), it can be concluded from
the table above that opportunities are aso proven to have a significant positive effect
on fraud, with a P value of 0.175 and a p value of 0.034. This shows that the existence
of a significant enough opportunity can increase the likelihood of fraud. This finding is
consistent with research by Ricky et a. (2023), which emphasizes the importance of
internal control in preventing fraud from escalating.

In the test results for Hypothesis H3 (Rationalization -> Fraud), rationalization
had a significant positive effect on fraud, with a P value of 0.210 and a p-value of 0.013.
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This indicates that individuals who can rationalize fraud are more likely to commit it.
These findings support the theory of rationalization in the fraud diamond described by
(Cressey, 1953).

In hypothesis H4 (Capability -> Fraud): the findings of capability have a
significant positive effect on fraud, with a P value of 0.190 and a p value of 0.010. This
suggests that individuals with the capacity to commit fraud are more likely to do so.
This finding is consistent with the fraud diamond model proposed by (Wolfe &
Hermanson, 2004).

5.9.4.2 Results on RO2 and RQ2 - Moderating Effects of Spiritual Work Ethics
Towards Pressure, Opportunity, Rationalization and Capability Fraud
Incident in the Village Fund System

This section explains the analysis that answers the second research question,
namely, do spiritual work ethics moderate the relationship between fraud factors
(pressure, opportunity, rationalization and capability) and fraud incidents in the village
fund system? Therefore, this section is divided into two: smple moderation analysis
(f2, p-value, and beta) and simple slope analysis. The following is an explanation of
each of these parts. However, before presenting these results, it is necessary to see the
results of the path coefficient for the effect of spiritual work ethic in moderating the
relationship between pressure, opportunity, rationalization and capability variables in
the following table:

Table 5.32
Hypothesis Testing Results for the M oderating Effect
. d . .
Rdaionghip 3 - T Statistics P Vadues Decision
Deviation
SWE*Pres ->
H5 0.094 0.086 1092 0.275 Not Supported
Fraud
SWE*Opp ->
H6 -0.107  0.080 1342 0.180 Not Supported
Fraud
SWE*Rat ->
H7 0.170 0.059 2.865 0.004 Supported
Fraud
SWE*Cap ->
H8 -0.163  0.083 1976 0.048 Supported
Fraud
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In Table 5.32 above, it can be explained that the hypothesesH5 (SWE * Pressure
-> Fraud) and H6 (SWE * Opportunity -> Fraud) related to the moderating effect of
SWE on the relationship between pressure and fraud and between opportunities and
fraud is not significant, with a p value of 0.275 and 0.180, respectively. This indicates
that SWE does not affect the relationship between pressure and fraud or between
opportunities and fraud.

Unlike the results of testing hypothesis H7 (SWE * Rationalization -> Fraud),
where the moderating effect of SWE on the relationship between rationalization and
fraud is significant with a P value of 0.170 and a p value of 0.004. This indicates that
SWE strengthens the relationship between rationalization and fraud. In other words,
individuals with a strong spiritual work ethic are more likely to rationalize fraud.

The last hypothesis, H8 (SWE* Capability -> Fraud), related to the moderating
effect of SWE on the relationship between capability and fraud, is significant with a P
value of-0.163 and a p value of 0.048. This indicates that SWE weakens the relationship
between capability and fraud. That is, individuals with a strong spiritual work ethic are
less likely to use their capabilities to commit fraud.

i) Simple Moderation Results and Simple Slope Results on Pressure

Table 5.33 presents the results of the statistical analysis of the moderating effect
of Spiritual Work Ethic (SWE) on the relationship between pressure and fraud. The size
of the moderating effect of SWE on the relationship, as measured by the F-squared (%)
value, is 0.007. This value indicates that the effect of SWE is very small, with the effect
Size categorized as "very small effect sizes." The p-value obtained is 0.275, which is
greater than the specified significance level of 0.05, meaning that the moderating effect
of SWE is satisticaly insignificant. Although the result of the B coefficient value on
the SWE moderation variable is 0.094 with a positive direction, the insignificant p-value
makes this coefficient unable to conclude the existence of a moderating effect. Based
on these results, the hypothesis stating that SWE moderates the relationship between
pressure and fraud is not supported. Thus, the results of this study provide insufficient
evidence to conclude that SWE significantly moderates the relationship between
pressure and fraud incidents in this context.
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Table 5.33
Statistical Significance of the Moderating Effect Results on Pressure

Path/indicator SWE* Press-fraud Remarks

F square (%) 0.007 Very small effect

p-value 0.275 Not significant

B 0.094 Positive moderating effect
Hypothesis decisions Not supported

*Values higher than 0.02, 0.15 and 0.35 represent small, medium and large f2 effect sizes (Cohen,
1988), * Accept the hypothesis when P-Values < 0.05

Furthermore, Figure 5.4 below presents a simple slope analysis of the
moderating effect of SWE on the relationship between pressure and fraud. This
relationship is contained in hypothesis H5. This analysis examines how the moderating
variable (SWE) affects the strength and direction of the relationship between the
independent variable (Pressure) and the dependent variable (Fraud). In the ssmple slope
analysis, the figure displays three lines representing the effect of Pressure on Fraud at
three levels of SWE, with the red line showing the effect at the SWE level one standard
deviation below the average (-1 SD). Whilethe blue line shows the effect at the average
SWE level (Mean). Moreover, the green line shows the effect at the SWE level one
standard deviation above the average (+1 SD) (Dawson, 2014; Aiken, L. S., & West,
1991).

SWE"Pressure

Figure 5.4 Simple Slope Analysis on the Moderating Effect of SWE on the
Relationship of Pressure and Fraud
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Figure 5.4 shows that the Red Line (SWE -1 SD) indicates that at low SWE
levels, the relationship between Pressure and Fraud is negative. It shows aweak positive
dope, indicating that at lower levels of spiritual work ethic, fraud increases dightly as
pressure increases. Furthermore, the Blue Line (SWE Mean) depicts an average level
of SWE. This line shows a moderate positive sope, indicating that at an average level
of spiritua work ethic, fraud increases more pronouncedly as pressure increases.
Finally, the Green Line (SWE +1 SD) indicates that, at high levels of SWE, the
relationship between Pressure and Fraud is also positive. This line shows a sharp
positive slope, indicating that at higher levels of spiritual work ethic, greater pressure is
associated with a larger increase in fraud.

i) Simple Moderation Results and Simple Slope Results on Opportunity

Table 5.34 presents the results of statistical analysis regarding the moderating
effect of Spiritua Work Ethic (SWE) on the relationship between opportunity and fraud.
The size of the moderating effect of SWE on the relationship, as measured by the F-
squared (f%) value, is 0.008. This value indicates that the effect of SWE is very small,
with the effect size categorized as "very small effect sizes." The p-value obtained is
0.180, which is greater than the specified significance level of 0.05, meaning that the
moderating effect of SWE is datisticaly insignificant. In addition, the result of the
coefficient B value on the SWE moderation variable is -0.107 with a negative direction;
on the other hand, the p value shows insignificant results, making this coefficient unable
to conclude that there is a moderating effect. Based on these results, the hypothesis
stating that SWE moderates the relationship between opportunity and fraud is not
supported. Thus, this study found insufficient evidence to conclude that SWE plays no
meaningful role in moderating the relationship between opportunity and fraud.

Table 534

Statistical Significance of the Moderating Effect Results on Opportunity
Path/indicator SWE* Opp-fraud Remarks
F square () 0.008 Very small effect sizes
p-value 0.180 Not significant
B -0.107 Negative moderating effect
Hypothesis decisions Not supported

*Vaue higher than 0.02, 0.15 and 0.35 represent small, medium and large f2 effect sizes (Cohen,
1988), * Accept the hypothesis when P-Values < 0.05
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The next stage is to examine the moderating effect of the simple slope analysis
image generated from SEM-PL S on the moderating effect of SWE on the relationship
between opportunity and fraud. This moderating relationship is explained in hypothesis
H6. Thisanalysis examines how the moderating variable (SWE) affectsthe strength and
direction of the relationship between the independent variable (opportunity) and the
dependent variable (Fraud).

The simple slope analysis figure consists of three lines representing the effect of
Opportunity on Fraud at three levels of SWE: first, the red line shows the effect at a
SWE level one standard deviation below the mean (-1 SD). Second, the blue line shows
the effect at the average SWE level (Mean). Furthermore, the third line, the green line,
shows the effect at the SWE level one standard deviation above the average (+1 SD).

SWE'Opportunity

Ebesatikan  Spetual Werk Emics 24150

Figure 5.5 Simple Slope Analysis on the Moderating Effect of SWE on the
Relationship between Opportunity and Fraud

In Figure 5.5 above, the firs is the red line (SWE -1 SD), which can be
interpreted as indicating that at low levels of SWE, the relationship between
Opportunity and Fraud is negative. This shows that when spiritual work ethicsis low,
an increase in opportunity tendsto reduce the level of fraud. Furthermore, the second is
the blue line (SWE Mean); the meaning of thislineisthat at the average SWE level, the
relationship between Opportunity and Fraud remains positive. Thisindicatesthat, at the
average level of spiritual work ethic, an increase in opportunity is still associated with
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an increase in fraud. However, the effect is weaker than in other conditions. On the third
line, the green line (SWE +1 SD) indicates that at high levels of SWE, the relationship
between Opportunity and Fraud is aso positive. This indicates that when a spiritua
work ethic is high, an increase in opportunity is associated with an increase in fraud.

i) Simple Moderation Results and Simple Slope Results on Rationalization

Table 5.35 presents the results of the statistical analysis of the moderating effect
of Spiritual Work Ethic (SWE) on the relationship between Rationalization and fraud.
The results in the table include the size of the moderating effect of SWE on the
relationship as measured by the F-squared (f%) value of 0.034. This value indicates that
the effect of SWE is small, with an effect size categorized as "small effect sizes."
Furthermore, the p-value obtained is 0.004, which is smaller than the specified
significance level of 0.05; this means that the moderating effect of SWE is statistically
sgnificant. In addition, the B coefficient for the SWE moderation variable is 0.170,
indicating a positive effect. The conclusion from the data analyzed in this study is that
SWE moderates the effect of rationalization on fraud in a small but significant subset.

Table 5.35

Statistical Significance of the Moderating Effect Results on the Rationalization
Path/indicator SWE* Rat-fraud Remarks
F square () 0.034 Small effect sizes
p-value 0.004 Significant
B 0.170 Positive moderating effect
Hypothesis decisions Supported

*Vaue higher than 0.02, 0.15 and 0.35 represent small, medium and large f2 effect sizes (Cohen,
1988), * Accept the hypothesis when P-Values < 0.05

The next stage in Table 5.35 above is to see the moderating effect of the smple
dope analysis image generated from SEM-PLS related to the moderating effect of SWE
on the relationship between rationalization and fraud. This moderating relationship is
explained in hypothesis H7. This analysis examines how the moderating variable
(SWE) dffects the strength and direction of the relationship between the independent
variable (rationalization) and the dependent variable (Fraud).

The simple dope analysis figure consists of three lines that represent the effect
of rationalization on Fraud at three different levels of SWE: the first, red line, shows
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the effect at a SWE level one standard deviation below the mean (+1 SD). Second, the
blue line shows the effect at the average SWE level (Mean). Third, the green line shows
the effect at the SWE level one standard deviation above the average (-1 SD).

SWE'Rationalization

Figure 5.6 Simple Slope Analysis on the Moderating Effect of SWE on the
Relationship between Rationalization and Fraud

In Figure 5.6 above, thefirst is the green line showing that the SWE islow (i.e.,
-1 SD), which means that there is a strong positive relationship between rationalization
and fraud. This means that the higher the level of rationalization, the higher the level of
fraud. Furthermore, the second is the blue line, which shows the relationship between
rationalization and fraud at the average SWE level; it indicates a positive relationship
that is weaker than on the green line. In other words, if rationalization gets higher, the
level of fraud will aso increase, but with a movement that is not too fast. On the last
line, thered line shows the relationship between rationalization and fraud at a high SWE
level (+1 SD). In this condition, the relationship between rationalization and fraud is
amost flat, which indicates that at a high SWE level, the level of rationalization does
not have a significant impact on fraud.

iv) Simple Moderation Results and Simple Slope Results on Capability

Table 5.36 shows the results of statistical analysis regarding the moderating
effect of Spiritual Work Ethic (SWE) on the relationship between Capability and fraud.
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The results in the table include the size of the moderating effect of SWE on the
relationship as measured by the F-squared (f?) value of 0.019, where this size is
classified asavery small moderating effect. However, the P valueisat 0.048, indicating
that this moderating effect is statisticaly significant and can be interpreted that SWE
plays a role in moderating the effect of capability on fraud. Furthermore, the negative
regression coefficient (B =- 0.163) indicates that the moderating effect of SWE is
negative; thisindicates that higher SWE tends to have a smaller impact on the effect of
capability on fraud. Thus, the hypothesis developed in this study can be supported by
the data used. Although the magnitude and effect are very small, the statistical
significance and negative direction of this effect indicate that SWE can function as an
obstacle to fraud behaviour by reducing the influence of individual capability on fraud.

Table 5.36

Statistical Significance of the Moderating Effect Results on Capability
Path/indicator SWE* Capability-fraud Remarks
F square (%) 0.019 Very small effect sizes
p-value 0.048 Significant
B -0.163 Negative moderating effect
Hypothesis decisions Supported

*Vaue higher than 0.02, 0.15 and 0.35 represent small, medium and large f2 effect sizes (Cohen,
1988), * Accept the hypothesis when P-Values < 0.05

The next stage in Table 5.36 is to see the moderating effect of the simple slope
analysis image generated from SEM-PLS related to the moderating effect of SWE on
the relationship between Capability and fraud. This moderating relationship is
explained in hypothesis H8. This analysis examines how the moderating variable
(SWE) dffects the strength and direction of the relationship between the independent
variable (Capability) and the dependent variable (Fraud).

The simple slope analysis figure consists of three lines that represent the effect
of capability on Fraud at three different levels of SWE: the first red line shows the effect
at a SWE level one standard deviation below the mean (-1 SD), the second blue line
shows the effect at an average SWE level (Mean), the third green line shows the effect
at a SWE level one standard deviation above the mean (+1 SD).
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Figure 5.7 Simple Slope Analysis on the Moderating Effect of SWE on the
Relationship of Capability and Fraud

In Figure 5.7 above, the first line is the line. The following graph shows the
results of the simple dope analysis, illustrating the moderating effect of Spiritual Work
Ethic (SWE) on the relationship between Capability and Fraud. The first line is the red
line (SWE -1 SD). From the picture above, at alow SWE level, the relationship between
Capability and Fraud is negative. This indicates that when spiritual work ethics is low,
increasing capability tends to reduce the level of fraud. Furthermore, on the second line,
the blue line (SWE Mean), the average level of SWE on this line, the relationship
between Capability and Fraud remains positive. This showsthat, at the average level of
SWE, an increase in capability is associated with an increase in fraud, but the effect is
not strong. The last line is the green line (SWE +1 SD); at this high level of SWE, the
relationship between Capability and Fraud is also positive, indicating that when SWE
is high, an increase in capability is associated with an increase in fraud.

510 Result on RO 3 and RQ 3 - Element of Coping Mechanism

In implementing village fund allocation, various challenges and obstacles may
arise, including the risk of irregularities in village fund management. Therefore, this
study also examines whether respondents have experienced or are aware of any
incidents related to fraud in the management of village funds.
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Respondents were asked about their experiences with fraud cases in the village,
both those they had experienced directly and those they learned about through their
surroundings. This aims to assess the extent of risk and the incidence of irregularitiesin
village fund management. The following is data on incidents or indications of fraud in
the management of village funds based on the respondents experiences:

Table 5.37
Discovery of Fraudulent Events
[tem Tota Percentage (%)
Never 292 68.38%
1 time 123 28.81%
2-3 times 8 1.87%
4 - 5 times 2 0.47%
> 5 times 2 0.47%
Total 427 100%

From the data in Table 5.37, it can be seen that 292 people or 68.38%, have
never found a cheating event, followed by 1 time the discovery of a fraudulent event,
with 28.81% or the equivalent of 123 people, 2- 3 times 1.87% or eight people, 4-5
times 047%) or two people and > 5 times 0.47% or two people. From the results of this
data, it still shows that more than 6838%> of fraud events were not found, but 3L62/6>
could till have potential. Thus, there is a need for improvement in the supervision of
village funds.

In the management of village funds, the potential for irregularities remains a
concern even though the use of the Sskeudes application has increased transparency
and accountability. Several respondents admitted to having experienced or knowing
about incidents related to fraud in the management of village funds. Various forms of
fraud can occur, particularly in the management of large budgets, which are vulnerable
to misuse by certain parties for personal gain. In addition, various other forms of fraud
can occur in the management of village funds. Respondents may select multiple answers
or identify additional forms of fraud they know. The following data presents an
overview of the challenges in using Sskeudes and the various forms of fraud that have

been found based on the respondents’ experiences:
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Table 5.38
Fraud Event

Item Total Percentages (%]
Abusing government property, regulations, laws, or policies 10 7.41%
Bribery 1 0.75%
Conducting unauthorized transactions 9 6.66%
Exaggerated expense reports 12 8.89%
Falsifying income statements 1 0.75%
Goods/services not paid for 17 12.59%
Markup of goods price 19 14.07%
Processing false invoices 1 0.75%
Theft 15 11.11%
Theft of Merchandise Inventory or Equipment 2 147%
Others 48 35.55%
Total 135 100 %

Table 5.38 shows that 135 respondents encountered various types of fraudulent
events, with theft being the most common (11.11%), followed by bribery (0.75%),
unpaid goods/services (12.59%), theft of inventory or equipment (1.47%), overstated
expense reports (8.89%), unauthorized transactions (6.66%), falsfication of income
reports (0.75%), processing false invoices (0.75%), price mark-up of goods (14.07%),
misuse of assets, or avoidance of government regulations (7.51%), and others (35.55%).

To minimize the risk of fraud in village fund management, an effective coping
mechanism is needed. This coping mechanism aims to ensure that village funds are used
in accordance with applicable provisions and are not misused by certain parties. Coping
mechanisms can be in the form of an internal monitoring system, periodic audits,
transparency in financia reporting, and community participation in monitoring the use
of village funds. The existence of this mechanism is an important factor in maintaining
accountability and integrity of village fund management. The following data in Table
5.39 presents an overview of the existence or absence of fraud-coping mechanisms in
the village based on the respondents experiences.

Table 5.39

Fraud Counter Measures Mechanism
[tem Totd Percentage (%)
None 168 39.34%
Existing 259 60.66%
Total 427 100%
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The total number of respondents was 259 (60.66%). Respondents who reported

that there was aready a fraud-coping mechanism may indicate that fraud-coping

mechanisms had been implemented in accordance with established procedures.

However, 168 people or 39.34%, answered that there was no fraud-coping system. The

forms of countermeasures that have been carried out certainly vary. It can be sad that

fraud-coping mechanisms have been implemented in accordance with the

circumstances and conditions of each region. Table 5.40 presents the answers of each

respondent grouped into Six main groups:

Table 5.40
Fraud Coping Mechanism in the Village Fund System

Coping Mechanism Details Percentage (%]

Internal control Segregation of duties 43 16.60%
Approva hierarchies 25 9.65%
System access restrictions 20 7.72%
Disbursement of fund by stages 8 3.09%
Verification from stakeholders 16 6.18%

Policies and Clear code of conduct 13 5.02%

procedures System update 25 9.65%
System maintenance 29 11.20%
Transparent report to stakeholders 4 1.54%
Budget monitoring by independent parties 21 8.11%
Accountability report 21 8.11%

Training and Ethics trainings 31 11.97%

awareness Ethics campaign 35 13.51%
Qualified employees 55 21.24%

Audit and inspection Audit from the inspectorate (district auditor) 73 28.19%
KAP Audit (Audit Firm) 21 8.11%

Disciplinary actions Sanctions 32 12.36%
Terminations 13 5.02%
Lega actions 27 10.42%

Others 5 1.93%

The results presented in Table 5.40 indicate that individuals perceptions shape

various arguments for countering fraud. Thus, fraud-coping mechanisms have been

implemented in accordance with the circumstances and conditions of each region. The

existence of audit by the inspectorate has the highest frequency, with 73 people,

indicating that fraud in most large areas has been effectively controlled.
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First is internal control. The information obtained from the table above shows
that internal control is one of the main mechanisms in the fraud-coping mechanism in
the village fund system. The first step relates to segregation of duties. This step is
undertaken to ensure that no single person controls the entire process, which in this case
concerns the use of the village fund system. Based on the table, this step ranks first,
with 43 respondents (16.60% of the total). The second-highest mechanism is related to
approval hierarchies. This step concerns the level of authorization in decision-making,
namely, the presence of layers of authorization in every financial decision. Based on the
table above, 25 respondents (9.65%) answered this question. Third on the list is system
access restrictions, accounting for 7.72%. This is necessary to reduce the potential for
misuse of data and information related to village finances.

Secondly, it concerns policies and procedures; this mechanism deals with
written policies and well-documented mechanisms of operations. This action serves as
the basis for responsible village finance. First, important things are the system updates
and the system maintenance, with 9.65% and 11.20% of responses, respectively. This
is essential in order to make sure that the technological facilities and infrastructure
utilized, such as the village fund system (Siskeudes), are safe and working as expected,
to the extent that the incidents that would slow down the operation of Sskeudes do not
take place. Second, the use of independent parties to monitor the budget and
accountability reports, which have respective percentages of 8.11% are also essential
because they are vital control measures to oversee that village funds are spent as per the
regulations and intended guidelines.

Third is training and awareness, which is regarded as highly significant, as
measures to prevent fraud must be implemented by enhancing the capacity and
awareness of village officials. The most dominant strategy is a part of training and
awareness, which is the qualified employees, with 21.24 %, according to the table
provided above. Thisimplies that human resources are highly significant in competence
making, especialy when it comes to the management of village finances in an
accountable manner. The second significant element is the ethics campaigns,
accounting for 13.51%. They contribute to promoting a culture of integrity in the
workplace and in the village government. Third, the training in ethics, where the share
IS 11.97%, which is a way to form the behavior that follows the moral values and the

relevant laws and acts.
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Fourth is audit and inspection. Among the various coping mechanisms in the
table above, audit and inspection are the most dominant mechanisms in general. The
percentage with the highest rate was the one that cited the audit by the inspectorate of
28.19%, which means the external supervision is significant when it comes to
identifying possibleirregularities. It isfollowed by audits by the public accounting firms
(KAP), which seem to bring in 8.11%, indicating that KAP gives an independent and
professional view in scrutinizing the accuracy of the financia reports of the village.

Fifth, there are disciplinary measures used to serve as a punishment for those
who commit fraud. Imposing sanctions constitutes 12.36%, and firing constitutes
5.02%, which are strict measures against violations of the rule, particularly in village
finances. The second percent of misconduct casesis legal actions with 10.42, meaning
that cases of misconduct are not only channeled within the organizations but also to the
legal system to hold the concerned responsible in the financia management of the
village.

Other categories that are also part of the coping mechanism, besides the five
main categories, account for 1.93%. Although the percentageis small, it still contributes
to the prevention and handling of fraud in village fund management, including
innovations arising from local activities and other practices not classified within thefive
categories in the coping mechanism table.

Based on Table 5.40 above, most coping mechanisms against fraud incidentsin
the village fund system can be classified into three broad groups: preventive, detective,
and repressive. All these groups are distinct in their role, focus, and strategy, which are
usually not similar and therefore complement each other to form an accountable and
transparent financial management system in the village. Judging by the percentages that
have been acquired, one can conclude that coping strategies against the fraud incidents
in the village fund system are focused on the detective mechanisms (audit) and
preventive mechanisms (human resource development and interna control), in
comparison with the repressive mechanisms. Thisimplies that village governments are
prone to prevention and early detection, rather than waiting until a fraud has been
committed.
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5.11 Chapter Summary

This section generally presents empirical results that address the research
guestions and achieve the existing research objectives. In addition, this section presents
a detailed overview of the results of the data analysis. Data analysis in this section
begins with testing data bias and descriptive analysis using SPSS. In this study, SEM-
PLSisused in atwo-stage approach: measurement model analysis and structural model
testing. Measurement model testing is used to assess the reliability and validity of the
existing data.

In contrast, structural testing includes testing with inner model characteristics.
In this section, the testing approach comprises two stages: testing data per dimensionin
the firgt stage and testing data per construct in the second stage. Furthermore, testing
the path coefficient in this section proceeds in two stages. assessing the direct
relationship between latent variables and testing the moderating effect of independent
variables on the relationship between the independent and dependent variables. The test
results of the existing hypotheses can be found that H1, H2, H3, H4, H7 and H8 show
accepted results, while H5 and H6 cannot be proven.
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CHAPTER 6
DISCUSSION

6.1 Introduction

In this section, the discussion will be based on the research findings presented
in the previous chapter, which are divided into several sections for clarity. First, an
overview of the research results will be provided. Next, the research findings will be
presented, categorized into accepted and rejected hypotheses, and accompanied by a
detailed discussion of coping mechanisms. After that, an analysis will be conducted to
evaluate theimplications of these findings for existing theories and practicesin thefield.
Thus, it is hoped that the results of this study will contribute significantly to the
development of more effective coping mechanisms. The following section will explore
the significant contributions made to the advancement of Knowledge and discuss the
contribution of this study to closing existing gaps. In addition, this study will discussits
theoretical and practical implications and limitations. Finally, recommendations for
further research will be presented. This comprehensive discussion aims to summarize
and contextualize the research results.

6.2 Key Findings

This study successfully achieved its research objectives, contributing
significantly to a better understanding and knowledge of fraud incidents in the village
fund system. This study effectively answered the research objectives related to the
influence of the fraud diamond elements, namely pressure, opportunity, rationalization,
and capability, on fraud incidents in the village fund system with spiritual work ethics
asamoderating variable. In addition, this study identified a fraud-coping mechanism in
village fund management through the village fund system. The test results showed
mixed outcomes: six of eight hypotheses were accepted, whereas the remaining two
were rejected and identified as moderating variables. These findings highlight the
complex interplay between factors influencing fraud incidents in the village fund system
and fraud-coping mechanisms, and demonstrate this complexity within a research
framework. Furthermore, this research underscores the importance of developing
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tailored strategies to address the identified moderating variables, as these could
significantly enhance the effectiveness of fraud prevention measures in village fund
management. Future studies may benefit from exploring these variablesin greater depth
to better understand their impact on overall financial integrity.

Pressure, Opportunity, Rationalization, and Capability have been shown to
influence fraud incidents in the village fund system significantly. Additionally, this
study successfully demonstrated that spiritual work ethics moderate the influence of
rationalization and capability on fraud incidents in the village fund system. However,
this study failed to provide evidence of the moderating effect of spiritual work ethic on
the relationship between pressure and opportunity in fraud incidents within the village
fund system. Regarding fraud-coping mechanisms, this chapter presents numerous
findings for exploration. These findings will be discussed in greater detail in Sections
6.3.1-6.3.3.

6.3  Discussion of RO 1 and RO 2 Findings

6.3.1 Discussion of Result RO 1

This section discusses the findings of the first research objective, namely to
examine the influence of fraud factors (pressure, opportunity, rationalization and
capability) on fraud incidents in the village fund system. The following is a discussion
of each relationship between these variables.

6.3.1.1 Discussion of Results for The Effect of Pressure on the Fraud I ncidentsin the
Village Fund System (Siskeudes)

The results of this study indicate that pressure has a positive effect on fraud
incidents in the village fund system. This suggests that pressure is a significant
contributing factor to fraudulent behavior. Pressure in various forms, such as financial
pressure and work pressure, is a type of pressure that is often experienced by
individuals. When individuals experience severe pressure, such as personal financia
problems or high work demands, they are driven to seek a quick solution, which can
lead to unethical behavior, namely fraud. This aligns with the fraud diamond theory
proposed by (Cressey, 1953; Wolfe & Hermanson, 2004), where pressureis akey factor
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in fraudulent behavior. Additionally, every perpetrator of fraud typically faces pressure
that drivesthem to engage in unethical behavior (Abdullahi & Mansor, 2018). Financial
pressure is the primary factor driving individuals or entities to commit fraud.
Specificaly, 95% of fraud cases are committed due to financial pressure experienced
by the perpetrators (Albrecht et al., 2006).

Referring to the basic theory used in this study, namely the fraud diamond
theory, which essentially states that pressure, whether financial or work-related, plays
an important role in motivating fraudulent behavior. Specifically, individuals facing
financial pressure (e.g., debt, personal, inadequate income) (Cressey, 1953). The
problem of financial pressure ismoreindividual; however, it isno lessthreatening. This
pressure may arise when the formal compensation of village officials cannot cover basic
living costs, debt repayment, or socio-cultural needs. According to (KPK, 2023), the
intention to pay off personal financial deficits was found to be the source of corruption
acts involving the village funds in 26 percent of the cases. Accordingto Sharmaet al.
(2020), alack of finances may alter the perceptions of morality, creating an attitude of
rules being considered as a mere temporary solution. In the Fraud Diamond, it is the
first step before people identify opportunities and develop rationalizations.

In various regions, village officials often encounter social contributions as
contributions to traditional ceremonies, social contributions, or involvement in medical
events. According to Endahsari et al. (2020), traditional family ceremonies entail
substantial expenses for village heads in East Nusa Tenggara, prompting them to seek
alternative sources of funding, including thevillage treasury. It iseven morerisky when
the perpetrators possess transfer capabilities, such as full access to village accounts or
technical expertise to fasfy reports. It occurred during the example in Konawe District
(BPK, 2021), where the village treasurer misappropriated funds alocated to village
development and placed them in his personal bank account on an interim basis, without
reversing the act. This pressure is further exacerbated by regional inflation and steep
rises in the prices of necessities. According to statistics collected by the Central
Statistics Agency (BPS, 2023), the inflation rate in certain rural districts exceeded the
national rate, reaching 5.8% in 2022. Asincome remains constant, the purchasing power
of village officials will decline, thereby intensifying the incentive to obtain additional
income through illegal means. Research by Purba et al. (2022) states that financia
pressure and opportunity play an important rolein relation to fraud, especialy if internal
control is weak.
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Furthermore, from the perspective of job pressure (e.g., unrealistic expectations,
excessive workload) (Dorminey et al., 2012). Therefore, implementing restorative
justice is necessary to prevent the corruption of village funds within the village fund
system. This is important to ensure that workplace stress management is implemented
to prevent individuals from engaging in fraudulent behavior (Al Khasyi et al., 2024). In
essence, financia stress and work-related stress are more likely to occur when
opportunity and capability are present (Cressey, 1953; Wolfe & Hermanson, 2004).
Heavy administrative burdens, rough targets of administrative budget absorption and
pressure by external parties such aslocal governments, communities and local political
elites are some of the reasons causing job pressurein village administration. According
to the Ministry of Home Affairs 2023 in Negeri et al. (2023), the budget of the average
villageis Rp1.6-2.5 billion ayear, with an average of 5-7 village officials, including the
village head, village secretary, treasurer, and several department heads. Such a case
leads to an imbalanced workload where one treasurer might be operating with 5-7
administrative duties at the same time. Ordonez and Welsh (2020), stated that high
levels of workloads enhance the chances of taking shortcuts like overlooking formal
procedures. Under this condition, there is a greater opportunity in the Blue Diamond,
as lax oversight and ability enabled fraudsters to modify documents or accelerate
processes that ought to be strict.

This phenomenon is quite applicable to the deadline effect. According to the
BPK (2023), approximately 18 percent of the results of afinding of irregularities of
village funds were during the last quarter of the fiscal year, when village officials were
completing the reporting deadlines as quickly as possible. In these cases, they can
prioritize speed over compliance, and when coupled with the ability to manipulate
records in Sskeudes, the probability of fraud will increase substantially. An example in
Pamekasan District (BPK, 2022) demonstrates that the treasurer of the village forged
purchase receipts for road project materials so that reports could be submitted on time,
although the suppliers had not paid for all the purchased products. In addition to
administrative reasons, job pressure may also stem from socio-political needs, such as
development goals ahead of the village head election or the need to meet campaign
promises. According to Fathia and Indriani (2022), such political pressure often
compels village officials to allocate funds to projects beyond the budget, increasing the
likelihood of budget misuse. This scenario indicates that job pressure has not only a

technical aspect; local power structures also shapeit.
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In the context of the village fund system (Sskeudes), pressure is often
exacerbated by limited resources and overly high community expectations. Individuals
responsible for managing village funds may feel pressured to meet community needs or
specific targets, but with limited resources, they may be tempted to engage in fraud to
achievethe desired results (Nusron et al., 2023; Afrizal & Wahyudi, 2023). In addition,
the influence of higher authorities, whether the government or other interested parties,
will make individuals feel pressured to take unethical actions to cover up shortcomings
or poor financia conditions (Made et al., 2023). In summary, pressure is a significant
factor in this study, asit strongly drivesindividualsto act fraudulently, particularly in a
village fund system with weak supervision and limited resources. Such a phenomenon
has also been observed in other countries, according to another study conducted by
Hassan and Islam (2021). In Bangladesh, control failures among village officials might
be more likely to divert aid funds, as their job pressures and personal financial issues
are high. Mwangi and Ngugi (2020) found that the synergy between ambitious targets
set by the central government for projects and low salaries for local officials has led to
a pattern of fraud, such as the Indonesian case, providing further evidence that a pattern
linking job pressure, financial pressure, and fraud is cross-cultural.

The contributions of this study are, first, that there is a need for improved
supervision and internal control, as pressure significantly increases the risk of fraud. It
is essential for stakeholders, in this case the village administration and village
supervisors, to strengthen internal control by conducting regular audits and establishing
a stricter supervisory mechanism, including stricter rules and procedures, to prevent the
abuse of authority by village officials. Second, from the two dimensions used to
measure pressure and shown to have a significant impact, from the financial pressure
perspective, the government should consider the financial well-being of village officials
by providing incentives, fair wages, or financia assistance to those facing economic
difficulties. On the other hand, realistic workloads and adequate training are necessary
to reduce work-related stress.

6.3.1.2 Discussion of Results for The Effect of Opportunity on the Fraud Incidents
in the Village Fund System (Siskeudes)

The results of this study indicate that opportunity significantly affects fraud

incidents in the village fund system. These results are in line with the fraud diamond
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theory developed by (Wolfe & Hermanson, 2004). One of the elements of which is
opportunity. This element plays an important role in determining whether an individual
can exploit existing opportunities to commit fraud. In this study, opportunity is divided
into two main dimensions:. internal supervision and attitude. Based on the results, these
dimensions of opportunity are highly relevant to the fraud diamond theory, in which
opportunities arise when loopholes in the system are exploited.

The supervison dimension is directly related to weaknesses in interna
oversight, which inevitably create opportunities for fraud. When supervision procedures
or internal controls are not stringent or effective, individuals' intent on committing fraud
will have the opportunity to exploit the village fund system (Sskeudes). This aligns
with the fraud diamond theory, which states that without opportunity, fraud cannot
occur, as opportunity provides room for individuals—in this case, village officids—to
act undetected. This finding is supported by Novianti & Firmanto, (2022) and Said et
a., (2017), who state that weak supervision encourages individuals or groups to conceal
fraud. The firs line of defense against fraud ought to be effective supervision.
Nevertheless, in most villages, control remains administrative and formalistic (BPKP,
2021). The checks are done without field verification, and the supervision visits are not
frequent due to resource troubles. This generates a structural opportunity, Button and
Johnston, where there is legitimate room with no security precautions for fraudsters.

As the research by Ordonez and Welsh (2020) claims, in the case of public
organizations, the likelihood of fraud will be significantly higher when the audits are
non-periodic and non-thorough. This is in line with what the field noticed in Central
Lampung Regency. BPK (2022), where village treasurers had to take eight months
(until the end of the year) to produce fabricated evidence of transactions without being
located. Resource shortages are among the classic problems. The regional inspectorates
have fewer than three auditors on average to cover up to over 100 villages (BPKP,
2021). Consequently, the auditing will be done on a sampling basis, which will enable
the perpetrators to decide when and how to introduce irregularities where the chances
of detection are minimal. The same tendency was also found in a study conducted by
Hassan and Idam (2021). In Bangladesh, villages with a lower frequency of audits had
a 40 percent higher occurrence of financia irregularities. The conflict of interest also
tends to cause weak oversight. In other instances, supervisors share the fate with village
officias, so they will be afraid to take any action (Basri et a., 2021). This not only
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destabilizes formal controls, but it also gives the impression that it is possible to
negotiate rules.

Next, the second dimension, namely the attitude dimension in this study, reflects
how individuals or groups perceive the likelihood that their actions will be detected or
punished, which in turn influences whether they will take advantage of the opportunity
to commit fraud. If individuals hold a permissive attitude or perceive a low risk of
detection, they are more likely to exploit existing loopholes. Opportunity is not only
related to weaknessesin the system, but also to individuals' perceptions of the likelihood
of successin committing fraud. Thisis consistent with the fraud diamond theory, which
posits that opportunity encompasses an environment that enables individuals to believe
they can get away with fraudulent actions. Theseresultsarein line with Robet's findings
that attitude has a positive impact on a person's intention to commit fraud; if their
intentionisgood, they will tend to avoid fraud, and conversely, if they have the intention
to commit fraud, it will develop further (Tripermata et al., 2021).

The attitude dimension is associated with how village officials perceive
integrity, compliance, and violations. Mora opportunity is generated through
permissiveness about both small and significant deviations (Francesca Gino &
Wiltermuth, 2022). When the minimum breach is accepted, the ethical threshold for
engaging in mgor fraud will be reduced. According to Mwangi and Ngugi (2020), a
permissive culture promotes the further normalization of corrupt conduct in the local
government in Kenya. The same can be seen in Indonesia, in which case the utilization
of the village funds in personal or emergency needs has been seen as a form of
temporary loan, aslong asit is returned (Endahsari & Maranatha, 2020). This attitude
is highly dependent on leadership. An inadequate or improper tone at the top, in which
the village heads are the ones involved with manipulating the budget, justifies corrupt
actions at the g&ff level (OECD, 2022). An example dream in Bone District (BPK,
2022) demonstrates that the village apparatus together split the project funds and
fadfied the reporting data to conceal deviations. Social sanction is also low, which
further conditions this permissive attitude. The perpetrators of fraud do not lose social
acceptability in society because they are still re-elected in many villages, as they get
elected to positions of authority. The theory of social norm states that in the absence of
any social sanctions, people become more confident that the social cost of committing
fraud is minimal (Fehr & Schurtenberger, 2018).
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The possibility of committing fraud is needlessy postponed or extended when
a permissive attitude and weak supervision co-occur in practice. Permissive attitudes
eliminate the socia risk, and weak supervision eliminates the legal risk. Gino and
Wiltermuth (2022) expound on these factors to form psychological safety to engage in
misconduct, where wrongdoers get the sense of safety and fed free to practice
misconduct. Findings of research conducted by Hassan and Idam (2021) indicate that
local units with less frequent supervision record 15 more cases regarding devel opment
fund misappropriation than those that are frequently audited. Moreover, Mwangi and
Ngugi (2020) explain that the non-restrictive attitude of the community towards
misappropriating leaders leads to extremely low rates of corruption returns (<15
percent). A contribution of this research is that weak supervision in village fund
management through Sskeudes creates opportunities for fraudulent acts. In contrast,
individual attitudes are more likely to reflect perceptions of the risks and opportunities
they face when committing fraud in village fund management. In other words, the fraud
diamond theory can help explain how fraud can occur in the village fund system when
supervision is weak and a permissive attitude prevails, and how individuas with
sufficient capabilities can exploit such opportunities to commit fraudulent acts.

6.3.1.3 Discussion of Resultsfor The Effect of Rationalization on the Fraud | ncidents
in Village Fund System (S skeudes)

The findings of this study indicate that rationalization significantly affects fraud
incidents in the village fund system. These results are consistent with the fraud diamond
theory proposed by Wolfe and Hermanson (2004), in which rationalization is the
process by which individuals who commit fraud justify their actions as "acceptable” or
"justifiable,” even though these actions violate rules or laws. In this study,
rationalization has two main dimensions, namely rationalization from the perspective
of receiving and rationalization from the perspective of use. This conclusion aligns with
the findings of Gino & Wiltermuth (2022), who found that those who control
information are more likely to develop internal and external reasons to engage in
dishonest behavior. First, rationalization of giving refersto the justifications individual s
offer when giving something, such as a gift or abribe, on the assumption that the action
IS normative or necessary to achieve a certain goal. The perpetrators often believe they
deserve more than they have recelved to date, or assume that what they receive is
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temporary and will not significantly mitigate their losses. In the context of the village
fund system, village officials may rationalize their actions as efforts to meet personal or
family needs, arguing that the funds will not affect the village's overal welfare and will
not harm anyone, since they are only receiving gifts. In addition, individuals may
rationalize giving as an "easier" way to avoid problems and expedite certain processes,
in contexts where giving is often seen as a "harmless’ shortcut. In another context,
rationalization from the perspective of giving can be understood as a cultural norm in
which individuals fed compelled to give to officias or others in certain positions as a
form of "gratitude" (Kroll, 2023).

Rationalization of the giving stage is through normalizing the procedure of this
practice in the swapping involving actorsin the village. For example, avillage treasurer
who gives a subdistrict officid money to have a financia report quickly approved will
regard this as a typical government expense (Razmin et a., 2024). Rationalization
practices in most villages are often disguised as gratitude money or administrative
expenses, which are socidly acceptable (Putri & Mahmud, 2022). This is demonstrated
in a study by Hassan and Mollah, (2021) in Bangladesh, which reveals that local
officids who are used to making corrupt payments tend to rationalize their corrupt
behaviors since they believe them to be part of the unwritten expectations or norms
(rules of the game). Furthermore, in the Philippines, a study conducted by O'Driscall
et a. (2022) indicates that local authorities tend to spend local government finances on
religious events in the name of strengthening socia ties, with some issues involving
misappropriation of some of the funds. According to KPK (2024), in 38 percent of cases
involving village funds corruption, gifts were provided to other parties, including
internal auditors and sub-district-level officids, to reduce the likelihood of being
caught. This shows that giving is not only a complement to fraud but one of the linear
processes that guarantee the perpetuity of corrupt activities.

The second dimension is the rationalization of the using dimension, which
relates to the justification made by individuals when using resources illegally, such as
believing that persona use is afair compensation (Wolfe & Hermanson, 2004). Village
officials or civil servants may rationalize the use of funds because it is for urgent
purposes, such as meeting persona or family needs. Thus, the context is that their
actions are seen as "justifiable" because they are not considered to cause direct harm
(Stark et al., 2023). When individuals face pressure and opportunity, rationalization
helps them justify their actions. In the village context, these two dimensions indicate
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that individuals not only justify their actions by what they give or receive but also by
how they use the resources they access. In many cases, the use of the dimension is
justified by perpetrators on the grounds of urgent needs or indirect benefits to the
community. For example, village heads who use infrastructure funds to finance personal
celebrations often consider that such events "unite the community” and therefore have
socia value (Hermawan et a., 2021).

Whatever rationalization occurs on the using stage, thereis likely to be alaissez-
faire culture and an organizational solidarity. According to a study in Kenya Mwangi
and Ngugi (2020), when people engage with relatives or political allies using the public
resource, the practice is rarely perceived as corruption, and instead, such practices are
applauded as being caring. Thisis consistent with what is happening in Indonesia, where
village officiads deem the use of funds in the interest of the ordinary people, even when
it is not within the stipulated RAB (Budget Expenditure Plan), to be morally acceptable.
BPK (2022) stated that 51 percent of misappropriation of village funds was in the form
of spending on activities not part of the APBDes. This implies that rationalization has
taken center stage as the most prominent channel of fraud, particularly in instances
where supervision is lax and organizational culture is conducive. Ghazali and Ismail
(2022) found that rationalization, in fact, increases in regions where citizens do not
engage much in vetting processes, since the explanations offered by rabble-rousers
seldom face any counterargument.

Rationalization, whether in the form of giving or use, is a dominant factor that
reinforces fraud in village fund systems. These two dimensions operate by constructing
amora narrative that leads perpetrators and their surroundings to regard such actions
as acceptable. In the context of village funds, where supervision is often weak and a
permissive culture is prevalent, rationalization serves as a bridge linking opportunities
and pressures to commit fraud. The expected contribution of these resultsis to highlight
the critical need for community education and empowerment, with village financia
managers recognizing the importance of transparent and ethical governance at the
village level to reduce rationalization. The community must also be involved in the
process, as inappropriate resource alocation or use can undermine village governance.
Additionaly, clear regulations on what constitutes acceptable gifts and how village
funds should be used, aong with strict penaties for violations, can prevent
rationalization from taking root. Finally, improvements to internal control systems and
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transparency in the use of village funds can reduce individuals' tendency to rationalize
their actions.

6.3.1.4 Discussion of Results for The Effect of Capability on the Fraud Incidents in
the Village Fund System (Siskeudes)

The results of this study indicate that capability significantly affects fraud
incidents in the village fund system. This finding is consistent with the fraud diamond
theory, which adds capability as a key element, complementing the other three
elements. pressure, opportunity, and rationalization. Capability is the ability of
individuals to take advantage of opportunities and execute fraudulent actions (Wolfe &
Hermanson, 2004). Capability does not simply mean technical proficiency, but also the
ability to occupy a strategic position, officia authority, skill in taking advantage of
system loopholes, influence other people, and psychological strength to confront the
threat of being uncovered in fraud (Albrecht et al., 2020). The preconceived notion of
capability is a critical variable in village fund systems, as village organizational
frameworks often revolve around individuals vested with high levels of power, such as
the village head, village secretary, or even the village treasurer. In this study, capability
is represented by three measurement dimensions, namely capability in relation to
position, capability in relation to superiority, and capability in relation to technology.

First, from a positional perspective, capability can be interpreted as individuals
in high positions and with authority having greater access to resources and information,
thereby enabling them to manipulate the system to commit fraud. In the context of this
study, namely the village fund system, individuals in strategic positions, such as
treasurers or village heads, undoubtedly have greater capacity to exploit weaknessesin
the system because they have direct access to funds or financia information. These
resultsarein linewith the research by Fitriani et al ., (2025), which states that capability
emerges as a sgnificant factor among individuals who hold strategic positions in
organizations. Often, the high level of trust placed in these individuals may overlook
their potential to commit fraud, given the influence and power they possess. Moreover,
the primary enabling factor for village fund fraud is the issue of position and authority,
namely, slots that provide direct access and total control over monetary resources. For
example, village heads have the authority to approve expenditures, sign budget
documents, and direct village authorities on how to implement programs. Under its
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command, the control that is supposed to be exercised by the village consultative body
or the internal auditors is also diminished by a powerful hierarchy (Santiadji, 2021).
According to some instances found by the BPK (2022), there were instances where the
village heads stole this authority by initiating the project funding to selected parties,
including family-owned companies, where there were no open bidding processes
involved. Thisis the case because strategic positions create opportunities, yet they also
enhance actors' ability to monitor fraud through to its conclusion.

Second, capability in the superiority dimension can be explained by the fact that
village officials, as individuals, possess knowledge and power that make them fed
superior to others. Individuals who perceive greater power (superiority) tend to believe
they are abovethelaw or in control, thereby feeling more confident in committing fraud.
These results are in line with the findings of studies by Wulanditya et al., (2022), and
Peprah (2018), which show that individuals in power often manipulate their roles for
personal gain. The power to manipulate, convince, or even coerce another party to be
involved or at least ignore fraud. The approval process for the accountability report in
the context of villagesisaformality, as village secretaries or heads of finance are closely
connected to othersin the Village Consultative Body (BPD). According to Ahmed et
al. (2021), itisnot adirect persuasion in the context of local bureaucratic environments;
instead, persuading to divert the funds occurs through narratives that were produced to
support the diversion of funds, such as emergency needs or public good. Such
persuasion mechanisms are often supported by implicit threats, such as social exclusion
or the withdrawal of political support, for those who decline to volunteer. The
possession of this assurance is usualy founded on what can be described as networks
of political protection or bonding with officials at the district or provincial level
(Ghazali & Ismail, 2022). As an example, a village head who is well-connected with
the local members of DPRD might fedl that the law enforcers are not ready to dig deep
into their investigations. This situation fosters a sense of impunity, thereby encouraging
fraudsters to commit fraud to a greater extent. This ego boost can be mistakenly related
to the overconfidence bias by the offenders who fed their abilities and contacts are
enough to outwit the security system (Patterson & Taylor, 2021).

Furthermore, in the third dimension, technology serves as a medium for
fraudulent activities. Technology can be used to hide traces, manipulate financial data,
or even accelerate access to village funds. With the rapid technological development,
individuals who master technology have a greater capacity to commit fraud than those
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who do not. This aigns with Kroll's (2023) view, which holds that technological
capability encompasses an individual's ability to understand and exploit weak or
unsecured technological systems. Additionaly, findings from Lisaet a. (2025) indicate
that capability enables individuals to manipulate systems more effectively by providing
detailed knowledge that may not be accessible to those less familiar with technology.
From the perspective of the village fund system (Siskeudes), the use of poorly audited
software or weak digital procedures enables individuas with strong technological
capabilities to commit fraud with relative ease and without being detected—
intelligence, technical knowledge, which helps in tapping loopholes of internal control
systems by perpetrators. The implementation of the village fund system (Sskeudes)
application for village fund management is intended to enhance transparency and
accountability. Nevertheless, village officials with in-depth familiarity with the system'’s
functioning and loopholes can manipulate input data, including modifying account
codes or forging digital evidence of transactions (Hasan et al., 2023). The results of
Laili & Setiawan (2021) suggest that, in certain villages of East Java, a village treasurer
with an accounting background could conceal embezzlement through financia
statement manipulation, thereby producing financia reports that appeared legitimate on
their face. This implies that technical knowledge, which is supposed to enhance
accountability, can also be used as atool of fraud.

The contribution arising from the significant relationship between capability and
fraud incidents in the village fund system is the need to strengthen internal control,
specificaly throughjob rotation and separation of duties. Thisis very important because
it will reduce the risk of position abuse through the periodic rotation of important
positions, such as treasurer or financid manager. This is important because it will
prevent specific individuals from gaining complete control over village financia
resources. Second, the separation of duties between individuals responsible for
managing village funds and those in supervisory or auditing roles is necessary to prevent
the concentration of financial power in a single individual. Third, atechnology audit is
needed to ensure that no technological loopholes exist that could be exploited by
individuals with technical capabilities to commit fraud. Fourth, there is a need for more
rigorous regulation and law enforcement, asthiswill reduce the potential for individuals
to exploit their capabilitiesto commit fraud. Additionally, awhistleblowing mechanism
is essential to uncover fraudulent actions by those in strategic positions or with
sufficient technological capabilities.
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6.3.2 Discussion of Result RO 2

This section presents findings related to the second research objective, which is
to analyze the moderating effect of spiritual work ethic on the relationships among
pressure, opportunity, rationalization, and capability variables and fraud incidentsin the
village fund system. The following is a specific discussion of each of these relationships
between variables:

6.3.2.1 Spiritual Work Ethic Moderating the Relationship between Pressure on
Fraud Incidents in the Village Fund System (Siskeudes)

The findings indicate that spiritual work ethics do not moderate the relationship
between pressure and fraud incidents in the village fund system (Sskeudes). This
interesting finding can be explained by several factors that indicate that spiritual work
ethics are unable to moderate the relationship between pressure and fraud incidents in
the village fund system. These results do not align with the original theory, which
posited that strong spiritual values ingrained in individuals would attenuate the positive
correlation between stress and cheating. Results such as the ones presented in the paper
by Ahmed and Khan (2020) and Arli and Tjiptono (2020) indicate that spiritual values
are also a component in the moral capacity to prevent the commission of fraud,
according to the fraud diamond theory framework (Wolfe & Hermanson, 2004);
however, at high-pressure conditions, this hedge of protection diminishes (Ahmed &
Khan, 2020; Arli & Tjiptono, 2020).

First, aspiritual work ethic within the religious dimension generally refersto an
individual's spiritual beliefs and practices. Although religious individuals may, in
principle, be less likely to engage in fraud based on religious values, intense pressure
can obscure the influence of these beliefs. When economic and social pressures become
very strong, individuals may rationalize that fraudulent actions are necessary to meet
urgent needs, regardless of the religious teachings they have embraced (Webster et al .,
2023). In practice, there may be agap between religious beliefs and actual actions under
pressure. For example, a religious person may be compelled to act against their beliefs
due to pressure from family or the social environment. In theory, religiosity can be used
as an intra-organizational control measure in response to pressures that can result in
fraud (Mansor & Rahman, 2021). Nevertheless, at thevillagelevel, ritualistic religiosity
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is not an indicator of ethical practices in the handling of public money (Prabowo &
Cooper, 2020). Rahman and Setiawan (2021) found that village officials participation
in religious activities was not associated with lower rates of financia report
manipulation, as measured in 87 villages in Central Java. Such findings are also
consistent with the conclusion by Alleyne et al. (2020) that religiosity, which does not
incorporate the internalization of ethical principles in the workplace, is ineffective in
deterring deviant behavior in the public sector in the Caribbean. With respect to
religiosity, Ahmed and Khan (2020), in their research on emerging markets, indicate
that although employees' religiosity is high, ethical appeals do not necessarily increase
under severe financial pressure. In the context of village funds, when leaders are
confronted with the pressing issues of repaying their own debts to creditors or requests
from extended families, they are still tempted to resort to shortcuts by fiddling with
accounts, despite understanding that such actions are religiously immoral and illegal.
Second, a spiritual work ethic within the wisdom dimension encompasses a
person's ability to make wise decisions in accordance with moral values. However, in
high-pressure situations, a person's wisdom is insufficient to address urgent demands
that require quick solutions. Intense pressure often clouds wise judgment, causing
individuals to focus more on solving immediate problems than on maintaining moral
standards (Mc Kinsey, 2023). The element of wisdom is also expected to serve as a
sieve in decision-making under pressure. According to Ahmed and Khan (2020), highly
wise individuals are likely to follow procedures in the public sector, and that
relationship may be weakened when such people are under extreme individual financial
pressure. This observation is confirmed by field research in South Sulawesi by
Rahmawati & Rahmawati (2022); despite possessing good knowledge of the law and
an understanding of the situation, village chiefs withdraw funds without following
forma procedures due to urgent local political considerations. In theory, the wiser
people are, the more cautious they would be in action, which can be taken suspiciously
against the law or morality. However, in the study under consideration, the variable
wisdom failed to substitute for the association between pressure and corruption. This
might be caused by limited information that the village officias possess regarding
concrete legal implications, or it might be because of the view that the likelihood of
being caught is quite low relative to the immediate utility seen. Also, the quality of the
decision-making process might be lowered by the socia pressure created by the
surrounding environment, even in the case of a high-wisdom capacity (OECD, 2022).
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Third, spiritual work ethics from the ethical dimension, in the context of
pressure, a person's ethical values can be compromised when individuals fed
extraordinary pressure, especialy when there are no apparent aternatives to overcome
the problems they face (Kroll, 2023). As a result, individuas may believe that
fraudulent actions are only temporary and can be redeemed in the future. Thisis what
makes ethical principlesless effective in preventing fraudulent actions, especially when
village officials are under pressure. The ethics or work ethic dimension can be defined
as the moral norms governing the performance of duties. In their research conducted in
the Malaysian government sector Tuan & Rajah, (2021) demonstrated that a strong
work ethic reduces the likelihood of committing fraud, yet it cannot overcome family
and community pressure. Ghazali & Ismail (2022) discovered in the Indonesian context
that village officials tend to rationalize actions to take village funds outside the
procedures, using options such as temporary loans or community goods. Nevertheless,
an inadequate internalized work ethic tends to lack pragmatic logic. Rationalizations
are also possible when one is faced with an acute pressure situation, where one is likely
to engage in corrupt acts to justify them as loans that will be paid back later (Suharti &
Handayani, 2021). A work ethic, in the absence of stringent supervisory mechanisms,
is insufficient to deter corruption.

From the perspective of the fraud diamond theory, these results can be linked to
the presence of significant ability and opportunity, particularly when firm pressure is
exerted, thereby weakening the role of spiritual work ethic as a moderator. This means
that individuals, as village officials with greater capacity to manipulate the system, may
disregard their spiritual values under significant pressure. In addition to the fraud
diamond theory, these results can be linked to moral disengagement theory (Bandura,
1986), whereby individuals under high pressure may distance themselves from their
moral or spiritual values through mechanisms of moral disengagement, thereby
rationalizing fraudulent actions. The findings of the current study are similar to those of
Hassi & Balambo (2021), who found that the nature of the relationship between
religiosity and ethical behavior is closely dependent on social and cultural
organizational norms. When environmental norms are lenient regarding the
misappropriation of government funds, the moderating effect of religiosity may be
attenuated. According to Prabowo & Cooper (2020), even when the communities in
guestion regard cheating as one of the options of economic survival. In other situations,
although people hold many standards of religiosity, they surround themselves with an

230



atmosphere in which the acceptance of personal advantages through the use of village
money is justified as long as it is not excessive and remains within community
boundaries. They are norms that undermine the protective nature of spiritual values.
The OECD (2022) conducted considerable research in 11 Asian countries, highlighting
that corruption prevention cannot rely solely on internal factors such as spiritual values
or personal integrity. Effective mechanisms of control, transparency, and accountability
are expected to minimise the risk of corruption, particularly in the village government
sector, where audit capacity is often weak.

The key takeaway from these results is that stricter supervision is needed, as the
spiritual work ethic isinsufficient to moderate the impact of pressure. Villages need to
improve supervision and implement more effective internal control. Such measures may
include routine audits, electronic monitoring systems, and more transparent reporting,
which can help reduce opportunities for individuals to commit fraud, even when they
face pressure. This opinion isin line with the findings of Kroll, (2023). In addition to
these factors, structural reforms are needed to reduce pressure, including reducing
workloads, improving the distribution of responsibilities, and creating a more
supportive work environment. Thisisalso consistent with the findings of (Garg & Saini,
2024; Lusianti et al., 2025; Singh & Awasthy, 2025), which indicates that perceived
work conditions influence the relationship between spirituality and innovative work
behavior, which aligns with the role of spiritual work ethics in moderating pressure in

the context of fraud.

6.3.2.2 Spiritual Work Ethic Moderating the Relationship between Opportunity and
Fraud Incidents in the Village Fund System (Siskeudes)

The results of this study indicate that spiritual work ethics do not significantly
moderate the influence of opportunity on fraud incidents in the village fund system.
These results warrant further discussion, as they indicate that opportunity has a
dominant influence on fraud, including weaknesses in the existing financial supervision
system in villages that may be too strong to be overcome by spiritual values. Even if
individuals have a strong work ethic, transparent and lucrative opportunities (weak
internal control) can reduce the influence of spirituality. In other studies that generally
find a significant relationship between spiritual work ethic and fraud, the context differs,
for example, when opportunities are more limited or supervision is stricter (Kundi et
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al., 2025). In the village context, opportunities may be more open, so spiritual work
ethics do not play a significant role in reducing fraud.

Another consideration as to why these results are not significant is the presence
of moral disengagement, whereby, when individuals face an excellent opportunity to
commit fraud, they are likely to use moral disengagement to separate their actions from
spiritual values (Zouhair et al., 2023). Thus, values such as religiosity, wisdom, and
ethics are ineffective in deterring fraudulent behavior. In situations in which fraud is
considered normal or opportunities are highly advantageous, individuals tend to justify
their actions, even when those actions contradict their spiritual beliefs. This is what
reduces the effectiveness of the spiritual work ethic in curbing fraud. From the
perspective of the fraud diamond theory, these findings indicate that the use of a
spiritual work ethic in moderating the relationship between opportunity and fraud is not
significant when opportunities are high or individua capabilities are strong, as moral or
spiritual values may become less effective (Hermanson & Wolfe, 2024).

The opportunities present in the domain of the fund systems of villages are
caused by various particular sources, including the poor segregation of the duties, the
lack of the integrated technology based financial reporting system, limited human
resource capacity, and absence of detailed periodic audits (BPK RI, 2022) The process
of budget verification and reconciliation processes are in many villages in Indonesia
often a formality because many of them resort to manual recording systems. Such lag
isworsened by tight socia relations between the village officers, which translates to a
reduced unbiased oversight (Prabowo & Cooper, 2020). Under such circumstances,
even though village officias hold high spiritual values, a prominent opportunity and
weak systems might be exploited with few barriers. The theoretical assumption is that
the first dimension, religiosity, should serve as a moral safeguard that protects
individuals from engaging in deviance, particularly when opportunities for corruption
are present. Religiosity is associated with adherence to moral ideals grounded in
religious doctrines (Arli & Tjiptono, 2020). Nonetheless, these findings align with
Weaver and Agle (2020), indicating that religiosity does not necessarily remain an
effective regulator of behaviour at the individual level when there are high opportunities
to engage in deviant behaviour in the work environment, where supervision is weak,
and the organizational culture is permissive. In some village fund management, village
heads or treasurers who are ardent in their religious observance are still engaged in
mismanagement of funds in the name of public interest, or they are returned in the

232



future, implying a disconnect between persona perspectives and professiona delivery
when the threshold is met. This aigns with the study by Alleyne et d. (2020) in the
Caribbean public sector, which finds that rituaistic religiosity is insufficient to deter
individuals from engaging in corrupt behavior when the likelihood of detection is low.

The second dimension, wisdom, is expected to play arole in assessing the ethical
and rational consequences of every action. Individuals with high levels of wisdom are
usually able to predict the long-term impact of dishonest behavior, both on themselves
and on the organization (Grossmann & Weststrate, 2020). However, this study shows
that the wisdom of village officids is insufficient to prevent them from exploiting
opportunities. One reason is that, here, wisdom is often interpreted as cleverness in
managing Situations, which, in some cases, is used to exploit loopholes in the rules for
personal gain. Rahmawati & Hidayat (2022) found that in severa villages in South
Sulawesi, village officials who understood the intricacies of financial procedures used
this knowledge to manipulate accountability reports, thereby reinforcing the finding that
wisdom does not aways lead to integrity when the monitoring system isweak. Thethird
dimension, ethics or work ethics, is typically viewed as a commitment to moral and
professiona standardsin performing duties (Tuan & Rgah, 2021; Pariyanti et al., 2025;
Maunzagona, 2025). High ethical values should reduce opportunities to commit fraud.
However, this study's findings indicate that, at the village level, work ethic is often
situational and influenced by local social norms. In some cases, misappropriation of
funds is considered "acceptable” if the results are used for community activities or to
help residents in need, even if the procedures violate legal provisions. This permissive
culture has been identified in a study by Prabowo & Cooper (2020), which shows that
in communities with close socia ties, administrative violations are often not considered
acts of corruption.

The research findings regarding the spiritual work ethic did not significantly
affect the relationship between opportunity and fraud. Therefore, interna control
systems must be further strengthened. This can be implemented through a stricter
monitoring system, regular audits, and better reporting mechanisms to close loopholes
that individuals can exploit. This argument aligns with the views of Mc Kinsey (2023),
regarding the need for stricter internal controls. In addition to strengthening internal
controls, establishing a culture of transparency in village fund management should be
prioritized. Encouraging every village financid manager to be more open and
accountable for their actions will make it more difficult for individuals to justify their
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fraudulent actions, even if the opportunity to commit fraud arises. Thisis also in line
with the findings of astudy by (Mandal & Amilan, 2024) that moral and ethical values
can be overlooked when a significant opportunity arises, especialy if there is
insufficient control. Such an inability of a spiritual work ethic to mitigate the effects of
opportunity on fraud can be attributed to the interaction between internal and external
forces. Internal factors, such as religious values, wisdom, and ethics, are important;
however, when they lack external support, including strict supervision, clear reporting
structures, and harsh penalties, the effectiveness of internal control will be lower
(Ghazali & lIsmail, 2022). The study by Hassi & Balambo (2021) in the Moroccan
public sector also concluded that spiritual values apply to deviation prevention only
when thereis ahigh risk of legal enforcement and economic consequences for cheating.

6.3.2.3 Spiritual Work Ethic Moderating the Relationship between Rationalization of
Fraud Incidents in the Village Fund System (Siskeudes)

The results of this study demonstrate that spiritual work ethic (SWE) has a
positive and notable moderating effect on the relationship between rationalization and
fraud in village fund systems. This implies that the more an individual has a spiritual
work ethic, the greater the impact of rationalization on fraudulent behavior. Thisfinding
IS counterintuitive, as it challenges the broader assumption that SWE is a barrier to
unethical conduct at all times (Khamainy et al., 2021). Such findings leave uncertainty
about how the components of SWE, and especially the dimensions of religiosity,
wisdom, and ethics, might paradoxically operate to ensure that they neither obstruct nor
enhance inner justification for fraudulent behavior (Khan et al., 2023). In the view of
the fraud diamond theory, rationalization is athought process whereby a person explains
unethical conduct so that it may be commercially acceptable within his or her sdf-
identity and values he/ she considers important (Wolfe & Hermanson, 2004). In the
case of SWE being a moderating variable, it can either be an inhibitor or an enhancer,
depending on the interpretation of the perpetrators on the meaning of spiritual values
(Istifadah & Senjani, 2020). This phenomenon is significant in the context of village
finance in Indonesia, as the risk of fraud in the management of village funds continues
to rise, as people expect village administrators to be of high moral character (Dihni,
2022). These findings also show that the role of SWE is greatly influenced by whether
spirituality is understood as belief or ethical practice. In many rural contexts, SWE
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indicators are more prominent as markers of religious identity and an image of piety
than as indicators of internalized mora discipline. When spirituality is reduced to a
morad identity, actors find it easier tojustify deviant behavior because they believe they
remain "good people.” This is consistent with the concept of moral licensing, which
posits that a positive mora identity can reinforce rather than constrain rationalization
(Merritt et al., 2010; Effendi et al., 2023; Putraet al., 2025).

Religiosity is the first dimension of the spiritua work ethic. Religiosity, as
defined in the SWE framework, has to do with how strongly an individual adheres to
religious teachings, religious practices, and religious beliefs, which are used to shape
working behaviour (Nasuation et a., 2021). Religiosity theoretically decreases the
propensity to fraud due to the value of honesty, responsibility, and trust taught by
religiosity (Marbun & Sari, 2020). Nevertheless, the opposite holds in the current study,
in which religiosity positively affects the association between rationalization and fraud.
The given phenomenon would be explained by the moral licensing concept, as a belief
that previous righteous action or good moral identity allows oneto do something deviant
without harming self-image (Merritt et al., 2010; Effendi et a., 2023). A sudy
conducted recently by Wulandari and Susanto (2022) found that some villages in
Centra Java have demonstrated that even the presence of highly related religious
activity of some village officids does not exclude the village financia misuse case.
They often seek to legitimize their activities by claiming that they are helping their
families or engaging in socid activities deemed beneficial. Thisjustification is further
strengthened by the notion that the good intentions behind people's actions make God
aware that their actions are unlawful. This isin line with the findings of Hilmy (2021),
that lax applications of religious doctrine and teachings to some ethical infractions can
encourage corrupt practices within the bureaucracy of the village. This phenomenon
also explains that symbolic religiosity can increase the tendency toward rationalization.
In villages, religious reputation often functions as socia capital, reducing community
oversight. Officids perceived as having high moral character are more trusted, which
ultimately creates space for moral justification of violations as committed for good
intentions, the welfare of citizens, or socid harmony. Thus, religiosity that is not
accompanied by moral internalization actualy facilitates rationalization (Fitria & Sari,
2023; Ahmed & Khan 2020; Rahman & Anwar, 2021; Hakim & Rinaldi, 2025).

As avillage treasurer who was aso areligious person, the BPK reported in 2021
that he used village funds to renovate a mosgue in Gowa Regency. Although the intent
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behind establishing this facility appeared sound, using funds for purposes other than
those for which they were intended remains chargeable as fraud. The culprit placed the
blame on the claim that it was done in the public interest and in the name of religion
(BPK RI, 2022). This indicates how religiosity may be misused as amoral justification
for activities detrimental to the village fund system. Furthermore, religiosity in
Indonesiatends to intersect with socia status in the country's rural socid settings. Given
that village officials are regarded as religious individuals, they are more likely to
possess alot of socia capital, thus undermining community surveillance (Fitria& Sari,
2023). Such a degree of trust leaves room to permissiveness among the offenders,
enabling them to enact their mora stories, reinforce rationalizations, and reduce
ideations of guilt. A smilar phenomenon was discovered in a study conducted in
Malaysia by Ahmed and Khan (2020), that the religious reputation of high employees
allowed them to use this image to evade suspicion in defacation of zakat funds.
Psychologicaly, rituals or symbolic religiosity are not expected to play a significant
role in preventing fraud unless it is also coupled with a firm internaization of their
morals (Rahman & Anwar, 2021). Thisis aso significant, given that in the management
of village funds, the distinction between good intentions and actions that are merely
procedurally justified should be evident. In the absence of this, religiosity may become
amora defence that facilitates rationalization. In this context, local values and loca
wisdom in villages play an important role. The culture of cooperation, socia solidarity,
and customary obligations is often prioritized over forma rules. This results in a
redefinition of what is considered wrong: actions that are legally defined as fraud may
be deemed mora because they provide socia benefits. Thus, morality becomes
contextual rather than universal. Officias contend that diverting village funds to
traditional activities, community health, or social interests constitutes amoral obligation
rather than a violation. This rationalization becomes even stronger because the
perpetrators fed that they are on the morally right side based on community values
(Andrgevic et d., 2020; Subagyo et a., 2023; Handayani & Yusuf, 2023; Sitorus et al.,
2025).

Furthermore, based on the second dimension, or rather wisdom in the context of
spiritua work ethics (SWE), wisdom is the capacity of individuals to apply knowledge,
experience, and the capabilities of having a mature character to give moral judgments
and decisions, including within the laboratory (Putra et a., 2022). Wisdom is ideally
supposed to promote action that takes into account the long-term good and the common
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good, and to deter action that does not, as well as fraud. However, the findings of the
current paper indicate that wisdom strengthens the association between rationalization
and fraud in the village fund system. The explanation of this phenomenon can be
referred to the way land is defined through the socio-cultural practice of wisdom in rural
Indonesia. Not only can the knowledge and experience of village officials, including
their financia regulation and administration systems, be applied to manage village
finances efficiently, but they can also be used to identify loopholes in the oversight
system (Subagyo et al., 2023). When accompanied by rationalization, such an ability
can become another mechanism for concocting excuses to embezzle funds, which may
be considered not harmful to many people or still within a permissible range.

The research conducted by Wulandari and Susanto (2022) in some villages in
Kalimantan showed that village officials with greater experience in budget management
were more competent in manipulating financial accountability reports. They relied on
their knowledge of audit procedures, thereby complicating the identification of
irregularities. Rationalization is the perpetrators belief that these activities serve as a
reward for their efforts and sweat, which are disproportionately greater than those in
officid rewards. An illustration appears in a 2022 case in Central Lampung Regency.
A village head, known as awise and experienced administrator in public administration,
diverted some of the funds he had received to construct a road to address the shortage
of funds for traditional village activities. During the investigative interview, he claimed
that the decision was made in the best interests of social harmony and the avoidance of
social conflict. In this case, prudence necessitated greater emphasis on immediate social
order, with compliance with the law not taken into account. According to a study by
Chong et al. (2022), in the Philippines, incumbent local officials exploited their
knowledge of bureaucratic weaknesses to divert budget funds. The justifications
presented are usually linked to other development-related reasons or to a sense of
emergency in the community. Psychologically, when wisdom is not grounded in a high
level of moral integrity, it may become rationalized and, ultimately, strategic, in which
the complexity of thinking and the application of multiple factors help construct astrong
story that is difficult to disprove (Le et al., 2021). Therefore, the more intelligent and
experienced a person is, the more likely they are to engage in deviant behavior without
feeling guilt. This reiterates that being wise with respect to SWE is not always
associated with fraud deterrence. Even knowledge and wisdom, in the absence of a
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strong ethical base, can act as a two-edged sword, thereby enhancing the power of
rationalization in framing fraudulent acts.

The third dimension would be ethics. The ethical aspect of spiritual work ethics
(SWE) entails an individual's obligation to observe the mora values and norms of
conduct governing the workplace, such as honesty, fairness, and responsibility.
According to Chong et a. (2022), theoretically, work ethics must be the ultimate
defence against criminal activities, which prompts one to become involved in fraud.
Nevertheless, the outcome of this research shows that the ethical component, in fact,
reinforces the correlation between rationalization and fraud incidents in the village of
the financial world and makes it an interesting paradox to debate about. This paradox
may be resolved with the help of the phenomenon of contextual morality, according to
which people change their moral principles depending on the socid norms and context
of the situation (Andregjevic et al., 2020). Village officiasin the Indonesian rural context
often face mora dilemmas between adhering to forma rules and addressing significant
social or cultural needs. Rationalization occurs when participants believe they are
permitted to deviate from procedures to meet moral duties in accordance with local
norms, such as helping the poor, funding traditional activities, or maintaining social
harmony. Findings in this ethicd dimension can be further explained through
Neutralization Theory (Sykes & Matza, 1957). This theory posits that perpetrators
employ cognitive techniques to neutralize guilt, including appeals to higher loyalties
(prioritizing religious or community interests), denia of injury (believing that no party
is actually harmed), and denial of responsibility (regarding the rules as inconsistent with
the redlity of the village). With the support of moral language derived from spirituality,
perpetrators frame deviant actions as morally acceptable. This explains why the ethical
dimension in SWE does not always function as a deterrent to fraud, but instead
reinforces rationalization when morality is understood contextually (Mulder & van
Dijk, 2020; Harahap, 2025).

A study conducted by Handayani and Yusuf (2023) in various villages in
Sulawes revedled that even workers with a reputation for ethical behavior breached
village funds management protocols, justifying the breach as moraly right for the
community. For example, they alocated funds to develop infrastructure to provide
medical care for serioudly ill residents. The offenders believed that this was an ethically
good move despite being a crime. Another example occurred in 2021 in Banyumas
Regency, where online loans were intended to fund road repairs. However, the budget
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was redeployed to fund mass community work that was not part of the village budget.
According to him, such a decision was more beneficial to the broader community and
was indeed consistent with the philosophy of village unity. In this case, ethics is not
interpreted as adhering to the law but as doing what gives social value acceptable to
society. Al-Fahim et al. (2022) also observed this effect in East Africa, noting that even
high-reputational officials misappropriated the budget under the guise of charitable
activities or an emergency socia initiative. The justification employed was that the
resulting social benefits exceeded the administrative losses incurred.

Psychologically, the ethical dimension may give rise to pro-socia moral
rationalization, which involves justifying the rule-breaking behavior in a bid to
accomplish morally acceptable goals (Mulder & van Dijk, 2020). Under such
conditions, ethics does not serve as an insurmountable hurdle to fraud. Instead, it
becomes one of the aids in developing a powerful narrative of justification, which
allows perpetrators to believe that their behaviour is morally right, even though it
contravenes formal rules. Village fund management implies that the ethical training
program should not focus solely on broad moral values. It is also important to emphasize
that procedural compliance is a matter of ethics and that violations of rules, even with
the best intentions, are still classified as fraud. Such awareness is necessary to ensure
that the ethical component of SWE can serve as an enhancer of rationalization rather
than an inhibitor. These results reveal that SWE may easily become a rationalization
tool that supportsillegal practices rather than deterring them, without close monitoring
and ethical knowledge to reconcile moral standards with formal law. That is, the
positive moderating effect of SWE on the relationship between rationalization and fraud
depends on context. It is highly influenced by local culture, flaws in the system of
supervision, and societal attitudes toward integrity.

6.3.2.4 Spiritual Work Ethic Moderating the Relationship between Capability on
Fraud Incidents in the Village Fund System (Siskeudes)

The results of the test of these variables indicate that Spiritual Work Ethics
significantly moderates the relationship between capability and fraud incidents in the
village fund system (Siskeudes). These results suggest that spiritual values play an
important role in reducing the likelihood that individuals will commit fraud. There are
several considerations related to these significant results. First, capability generally
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refersto an individual's ability, such as position, knowledge, and access to technol ogy,
to commit fraud (Hermanson & Wolfe, 2024). This implies that a high level of
capability among village officials, including technical skills, procedural knowledge,
access to systems, and high SWE values, will result in a significant reduction in fraud
cases. This discovery of our fraud diamond model broadens our understanding that
capability does not necessarily result in fraud, given significant internal controls, which
may include religiosity, wisdom, and ethics (Dorminey et al., 2021). In the context of
village fund systems, capability typically comprises knowledge of village budget
management, access to financial documents, and the ability to manipulate them. This
capability can be used in deviant ways, and unless we have strong moral and spiritual
controls, it will be through the door. However, the strong SWE encourages people to
apply their abilitiesin socialy valuable and legal ways (Ahmed & Khan, 2020).

The spiritual work ethic employed in this study, grounded in the values of
religiosity, wisdom, and ethics, can prevent individuals from using their abilities
unethically. In comparison, strong spiritual beliefs will prevent people from misusing
their abilities to commit fraud. Religiosity, asit is applied in SWE, will be analyzed as
the intensity of religious beliefs, values, and practices affecting the behaviour of
individuals in the workplace (Anik et al., 2020). Religiosity not only involves
participation in religious rituals but also entails the adoption of the moral values
promoted by religion. Under the fraud diamond theory, religiosity can be considered an
inhibitor of the moral standing that will decrease the possibility of individuals using
their potential to engage in fraud (Kaptein, 2022). The study conducted by Ahmed and
Khan (2022) revealed that religiosity promotes anti-fraud behavior among employees
in the public sector, regardless of their motivational factors and technical skills, thereby
enabling them to prevent fraud. This is because religious values imbibe fear of moral
and spiritua repercussions, and a well-to-do person upholds integrity. Religiosity
contributes through processes of internalizing norms, developing moral consciousness,
and fostering self-control. Officialsin highly religious villages tend to uphold the values
of honesty, trustworthiness, and the injunction against appropriating others rights
(Wahyudi et al., 2022). These principles serve asamoral sieve, positioning themselves
when those concerned have the opportunity to use their skills to commit an unethical
act. For example, a village treasurer with skilful accounting expertise and full accessto
village finances may technically route funds without detection. Nevertheless, when the

person is highly religious, he or she will view such practices as a grave sin that would
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harm society and the individual before God. The same tendency could be found in the
Malaysian public sector, according to the research by Maham et al. (2020), conducted:
the higher the religiosity level of the employee, the lower the chances that they will
exploit their capabilities to commit a crime in the shape of corruption.

Second, individuals with technological capabilitiesor key positionsin accessing
financial systems may fed capable of misusing them (Kundi et al., 2025; Shah &
Lacaze, 2025; Hidajat, 2025). However, the study's examination of wisdom and ethical
dimensionsof spiritual work ethics hel psindividuals make more moral choicesand curb
their inclination toward unethical conduct, even when they have the capacity to act
unethically. In Spiritual Work Ethics, wisdom presupposes the capacity of a person to
make wise choices, consider long-term implications of his or her actions, and engage in
seeking the common good and not the interests of the proponent (Y.-J. Chen et al.,
2025). Wisdom puts the skills of expertise and the virtue of integrity into a balanced
force in the context of the diamond fraud case, so that expertise is not used to injure the
population (Kaptein, 2022). Research on wisdom by Firmansyah et al. (2021) confirms
that wisdom is developed through work experience, socialization, introspection, and
learning from failures. High-wisdom village officials realize that fraudulent activities
in cases like this might have short-term gains, but they will lead to considerable losses
inindividual status, trust in others and village community interests.

In village fund management practice, competency is often equated with the use
of financia technology, the ability to interpret regulations, or the skill of writing
persuasive reports. Such powers are also a source of financial manipulation without
wisdom. Neverthel ess, wisdom guides peopleto apply their skills morally and fruitfully,
such as making reporting more accurate, enhancing accounting systems, or educating
coworkers. Long-term thinking is one such mechanism. Knowledgeable individuals
consider how the act can affect society and their respective careersin the long term, and
then engage in misconduct by exploiting loopholes to perpetrate the fraud (Morgan &
Friedrich, 2020). Therefore, although they can be technically manipulated, they forgo
this approach because they are sensitive to the ethical and socia consequences. In a
study carried out on employees of local government in India, Jha and Bekun (2020)
found that among employees who frequently attended leadership training and had a
discussion with colleagues on the topic of work ethics, fraud intention is significantly
lower. They acquired knowledge through collective learning, which overrode the risk
of the abuse of capability. According to Hartono et al. (2022), to develop a high level
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of wisdom, village officials need extensive experience in financial management and be
active participants in village meetings. This is evidenced by the insignificant financial
irregularities they commit, despite their capacity to commit more serious ones.

Third, in spiritual work ethics, the ethical dimension helps individuals maintain
their dignity, thereby reducing the likelihood that they will exploit their abilities to
commit fraud. These values reinforce an individual's moral obligation to act honestly
and truthfully, thereby reducing the tendency to misuse their capabilities. Enclosed in
the context of Spiritual Work Ethics, ethics is the set of moral truths or values that are
set to guide an individual in their workplace regarding the right and wrong practices
when making decisions at work (Mulder & van Dijk, 2020). Work ethic cannot be
established by afew rules, such aslaws or organizational policies, but by subjective and
internal moral standards. The capability aspect of the fraud diamond perspective makes
fraud easier for an individual. Neverthel ess, when people possess high work ethics, this
ability is focused on beneficial purposes, i.e., increasing efficiency, transparency, and
accountability (Dorminey et al., 2021). Officias in villages who have a strong work
ethic will regard financial report manipulation or diversion of funds as a significant
breach of trust. Research in Indonesia has also examined the relationship between
capability, spiritual work ethic (SWE), and fraud in village fund management. As an
example, a study conducted by Rahmawati and Hidayat (2022) revealed that high
competence among Village executives increases the likelihood of fraud without being
offset by robust internal controls. However, given the SWE factors involved in such a
case, and especially the ethical dimension, the incentive to commit fraud is perceptibly
reduced. It revealed that those village officials who are highly religious and have high
work ethics would have fewer chances to use their capabilities to access/manipulate
funds allocated to the villages (Firmansyah & Santoso, 2022). This research supports
the assumption that moral and spiritual effects serve as controls on actions, despite
people's ability to violate them.

In their study of employees in Vietnam, Nguyen et al. (2020) concluded that
effective SWE may reduce the likelihood of fraud because employees become oriented
toward wise aims that promote productivity. In such an environment, where access to
financial information is open to everyone, highly skilled SWE employees become tools
for fraud deterrence. Furthermore, studies conducted by Free and Murphy (2021) in
Ireland showed that ethics and wisdom are additional non-technical factors that have a
greater impact on reducing fraud than internal control systems. It is significant because
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it demonstrates that increased capacity does not necessarily entail an increased risk of
fraud when guided by strong moral values. According to De Guzman and Torres (2021),
in the Philippines, local government employees who assume challenging
responsibilities in active religious communities are more likely to use their skills to
enhance financial operations rather than misuse them. Good SWE is the mora lens
through which technical capacity is assessed. International Transparency (2020) noted
that local government officials who had a high capacity in the management of the
budget misappropriated the local development funds in Kenya. Nevertheless, in a pilot
project that included spiritual work ethic education, the frequency of fraud cases
declined considerably over the two years. This shows that the combination of capability
and ethical values significantly mitigates the risk of fraud.

The findings of this study are also supported by previous research, as stated by
Abdullah et al., (2023), spiritual quotient strengthens the implementation of internal
control systems in preventing fraud in local governments in Indonesia. Another finding
from Saputri et al., (2023) states that spiritual intelligence plays a role in moderating
factors that influence the tendency to commit fraud, including capabilities in the
financial system. This aligns with the study's findings, which indicate that spiritual
values can moderate the misuse of capabilities in situations where fraud is possible.
Theoretically, according to the fraud diamond theory, capability is a key element that
enables individuals to commit fraud (Hermanson & Wolfe, 2024). However, spiritual
work ethics (especially the dimensions of religiosity, wisdom, and ethics) can prevent
individuals from using their capabilities for fraudulent acts by providing moral barriers.
From these findings, several contributions can be made: first, spiritual and ethical
training programs aimed at reducing the likelihood of capability misuse for fraudulent
purposes among village officials. Second, motivating village officias to incorporate
spiritual values into their code of ethics to foster a work culture that discourages fraud
even when opportunities or capabilities exist. Third, implementing evauations
grounded in values that emphasize moral responsibility and strengthening internal
oversight to prevent the misuse of capabilities for fraudulent purposes. Fourth,
integrating ethics-based technology into village fund systems to prevent fraud and
reduce the misuse of capabilities by incorporating spiritual principles into the
digitalization and financia audit processes.
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6.4 Discussion of RO 3 Findings

This section discusses findings related to the third research objective, which is
to identify fraud-coping mechanisms used in the village fund system. The findings from
the responses of several respondents in the previous chapter are presented one by one,
according to the total number of responsesto the itemsincluded in the questionnaire. In
this subsection, we analyze the types of fraud incidents that occurred and provideamore
detailed analysis of the coping mechanisms that should be implemented in village fund
management within the village fund system. The following is a specific discussion of
each type of fraud incident and its corresponding fraud coping mechanism:

6.4.1 Analysisof Fraud Event

The fraud incidents in the village fund system, as presented in detail in the
previous chapter (the findings chapter), namely the number and types of incidents,
indicate that various forms of misuse of public funds are committed intentionally for
personal or group interests. These incidents include the abuse of government property,
regulations, laws, or policies. Village officials engage in this activity by misusing
village assets for personal gain, such as using official vehicles for personal purposes
outside working hours. Additionally, some individuals rent village-owned land without
obtaining approval at the village deliberation level, acommon practice in many villages.
This can also be directly related to the rationalizations employed by village officials
who abuse their authority. The BPKP also reported similar incidents in 2021, in which
several village heads rented village land to private parties without village deliberation,
and the proceeds were not included in the village treasury. As aresult, social conflicts
arose due to decisions made unilaterally by the village head, leading to dissatisfaction
among the villagers (Y udistiro & Wicaksono, 2023).

Furthermore, the second-highest incidence of fraud at the village level is price
mark-ups. This activity often occurs under pressure and through the rationalization of
needs considered significant by village officials, whether these needs are personal, for
the benefit of a group, or for accountability purposes that are difficult to fulfill. As a
result, price markups are applied. Moreover, ultimately, the budget realization process
does not run in accordance with reality and has an impact on the reporting process in
the village fund system, which is arranged in such a way as to meet the requirements
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set by the government, even though the reports do not reflect the actual situation in the
field (Widyastuti & Sari, 2023). The third type of fraud is Goods/services not paid for,
which means that there is pressure between village officids to divert funds to other
purposes. This is usually caused by weak interna control systems, which create
opportunities for manipulation. The active role of community members in the use of
village funds is necessary to prevent scandals like this and their impact on corruption
(Sofyani et al., 2021). The fourth type of fraud is theft, which is committed
systematically by some village officials, such as by failing to deposit all funds into
officia accounts and retaining some for personal use. Additionally, some village project
items were taken and converted into personal assets, even sold for profit. Inadequate
knowledge of financial responsibilities and weak ethical standards among village
officials can create an environment conducive to theft and the manipulation of funds
(Haron et al., 2022).

The results of identifying fraud cases in the village fund system indicate that
fraud encompasses administrative violations, financial manipulation, and criminal acts
of corruption involving village saff members. Misuse of village assets, bribery in the
procurement of goods or services, unauthorized transactions, budget mark-ups,
fasfication of financial documents, and theft of village funds or property are the most
common modes of fraud. The typical patterns of these incidents indicate that internal
controls are weak, there are still corrupt village officials, there is a lack of public and
external oversight, and there is a lack of technical capacity to manage finances in an
accountable manner, so the potentia for fraud will continue to occur frequently
(Nasrudin & Firmansyah, 2024; Surahman et al., 2023; Hermawansyah et al., 2023,;
Waulandari et al., 2025). These facts indicate that the village fund system remains
vulnerable to fraud. To prevent state losses and maintain public trust, strengthening
governance, transparency, and enforcing the law strictly are necessary.

6.4.2 Analysisof Coping Mechanisms

Building on the fraud types identified in the previous subsection and analyzed
there, this chapter describes fraud-coping mechanisms that should be implemented to
address fraudulent behavior in village fund management through the Village Fund
System (Sskeudes). It should be noted that the respondents directly filled in the types
of coping mechanisms presented in this study in atable. There are six types of coping
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mechanisms offered as answer choices to respondents, each expanded with more
detailed options. The am is to broaden the scope of answer choices so that they can
better represent the respondents answers. Additionally, there is an "other" response
option that provides respondents with greater flexibility to provide answers beyond the
predefined choices. The following sections will discuss each type of coping mechanism
in detail, as compiled by the researcher.

6.4.2.1 Internal Control

Interna control is the first strategy for preventing and detecting fraud in the
village fund system. Many incidents involving weak internal control include markups,
corruption, and the manipulation of financial reports. If left unchecked, this can be
dangerous for the village environment. Therefore, to ensure that village fund
management is truly accountable, strong internal controls are necessary. As indicated
by the research findings of Oyugi et a. (2024) and Asiedu & Deffor (2017), when
internal controls fal to maintain independence and objectivity, the likelihood of
corruption in public sector organizations increases. Respondents provided their views
on adequate internal controls, which include several aspects. there needs to be a
separation of duties so that no single individual has authority over the entire financia
transaction process, from planning to reporting. In some villages, there are ill
treasurers who record and oversee finances, which creates a potentia for abuse of
authority. Theoreticaly, thisis in line with what was stated by COSO (2012), where
Separation of duties is one of the most important components of an integrated control
framework, to minimize conflicts of interest and enhance the reliability of financia
information.

The following finding relates to the approva hierarchy. This multi-level
approva process is crucid to financial transaction processing within the village fund
system (Sskeudes). When a spending process occurs, it must be regulated through a
layered authorization process. This indicates that there must be more than one officia
or authority with the authority to approve transactions, such as the village head, the
Village Council (BPD), and, occasionally, the village assistant or the village
inspectorate, asthe authorizing body. This step is in line with what was stated by Arens
et d. (2014) and the basic rules of the Indonesian government, which stipulate that there
must be valid documents and approvals for every village financia transaction with a
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clear authorization structure, Regulation of the Minister of Home Affairs No. 20 on
Village Fund Management (2018). Further control is implemented through access
restrictions, which serve as a form of information technology control to prevent
unauthorized access to financia data. In a digitized village fund management system,
there needs to be supervision of user access rights, multi-factor authentication, and
logging of user activities. Thisfinding is also consistent with the results of Romney and
Steinbart (2015), who stated that access restrictions are crucia for maintaining the
integrity of accounting information systems against potential fraud.

Verification by stakeholders is another factor in internal control. Active
participation from various partiesis crucial, particularly the village community and the
Village Council (BPD). External parties, such as the inspectorate and village
facilitators, also play arole in verifying village finances. This verification serves as a
form of socia oversight to foster a culture of transparency in village budget
management, as stipulated in Law No. 6 of 2014 on villages (Articles 68 and 69) and
the module on strengthening village financial transparency from the Ministry of Village
Affairs (2021). Finaly, from the internal control perspective, thereis aneed for gradual
disbursement of funds based on the stages of activities and the outputs achieved.
Disbursement can be made only &fter the previous stages have been verified and
reported transparently. Previous researchers support this finding (Kurniati &
Hatimatunnisani, 2022; Velez, 2025; Simbolon, 2025), who stated that a phased
disbursement system increases transparency and reduces the possibility of
embezzlement of public funds. Asoutlined in the BPKP (2021) on SPIP, it recommends
the phased disbursement method as an adaptive internal control mechanism against the
risk of fraud.

6.4.2.2 Policies and procedures

Village-level financial management is administered through the village fund
system; however, the complexity of itsimplementation is often not matched by adequate
human resources and control systems, thereby increasing the likelihood of fraud.
Important steps must be taken to address thisissue. The following are elements that are
necessary and feasible to adopt at the village government level. First, there must be a
clear code of ethics governing the conduct of village officias in the performance of
their duties, particularly with respect to the management of the Village Revenue and
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Expenditure Budget (APBDes). The scope of this code of ethics includes accepting
gratuities, manipulating financia reports, and abusing authority. For example, there
must be a prohibition on avillage official involved in budget preparation from accepting
compensation from third parties. This is important for minimizing fraud. This opinion
aligns with the instructions from Kemendagri (2015) and the findings from ACFE
(2022) regarding the importance of acode of ethics.

Secondly, system updates are needed. The village fund system has become a
crucial component of village fund management, and most village governments in
Indonesia now use this digital system for budget recording and reporting. Regular
updates in accordance with applicable regul ations are necessary to enhance the system's
security. For example, if the authorization menu in the village fund system is not
updated, the village treasurer could misuse their access without detection. The
importance of these updatesis also in line with the findings of (A. Rasyid et al., 2024),
that accounting information systems are important for ensuring the security and
accuracy of financial data. In addition to being updated, the system must also be
adequately maintained. This is necessary because, in general, computer devices or
internet networks used to run Sskeudes or other software related to village
administration may be damaged or experience other technical problems, which can
reduce village officials productivity in carrying out their duties and may lead to data
concealment due to technical issues. Therefore, system maintenanceis crucial as arisk-
mitigation measure to prevent internal control failure.

Transparency to stakeholders is the fourth mechanism that must be
implemented. The provision of open, accessible information to the public on the budget
and financial performance must be implemented. A simple practice is to post the
APBDes, realization, and accountability reports on village information boards or online
via the village website, to provide simultaneous access both offline and online. This
step is believed to reduce the potential and likelihood of financial data manipulation at
the village level. This transparency process is also regulated in (Regulation of the
Minister of Home Affairs No. 20 on Village Fund Management, 2018) and reinforced
by Law of the Republic of IndonesiaNo. 6 on Village Administration (2014). The fifth
process involves budget monitoring by independent parties, including the Village
Council (BPD), the district inspectorate, or external oversight institutions, whose role
is to oversee the implementation of village finances. A real-world example of this
practice is the verification of village fund disbursements, which can only be conducted
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after approval by the village facilitator or the BPD. Thisis crucial to prevent fictitious
fund flows or unauthorized expenditures without valid documentation. This step aligns
with the State Audit Agency BPKP's (2021) statement that independent audits and
monitoring are crucial to preventing fraud in the public sector, including at the village
level.

The final mechanism is the need for periodic accountability reports, including
APBDes reports, activity reports, and year-end reports. These reports serve as the basis
for assessing village fund management performance and for determining and setting
requirements for the following year's budget. If these reports are not prepared honestly
and accurately, they can be used to conceal fraudulent activities. In summary, according
to Arens et al. 2014; Kamaruddin et al., 2025; Roffia & Poffo, 2025), accountability

reports are crucial documents that enable auditorsto identify discrepancies objectively.

6.4.2.3 Training and awareness

In addition to the aspects previously discussed in the context of coping
mechanisms, training and awareness are also very important. The human factor is akey
aspect in preventing and handling fraudulent acts in the village fund system. Village
officials who lack a deep moral understanding of ethics and accountability are more
likely to make mistakes, whether intentional or due to ignorance. Therefore, training
and awareness-raising are essential to creating a sustainable anti-fraud culture. First,
ethics training is particularly relevant for village officials, especialy those directly
involved in village budgeting, implementation, and financial reporting. The objective
of thetraining isto enhance integrity and moral responsibility in financial management.
For example, avillage treasurer must be aware that accepting commissions or tampering
with expenditure records constitutes an ethical violation. According to ACFE (2022),
regular ethics training can reduce the incidence of fraud in an organization by 30%.

Second, conducting ethical campaigns that aim to promote principles of honesty
through public education that is easily understood by the community and government.
Anti-corruption billboards, ethical code pamphlets, or educational videos are examples
that can be applied in ethical campaigns. The effect of these activities is expected to
create positive pressure on village officials to always uphold honesty in the use of public
funds. COSO (2012) states that an organizational culture that explicitly instills ethical
values is the first line of defence against fraud. The third element is qualified and
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competent employees. The capabilities of village officids greatly influence the
effectiveness of the village fund system. Administrative errors that cause daff to
misunderstand financial procedures and regulations are a common cause of fraud cases
in villages. Therefore, selecting and placing village officids with a financia
background is very important. High-quality human resources will have the ability to
manage applications such as Sskeudes, understand the APBDes cycle, and prepare
accurate reports on who is responsible. This analysisis also supported by the opinion
of (Sllamet al. 2023; Lazaruset al ., 2025; Kamaruddin et al ., 2025), who state that Saff
competence is a fundamental foundation of a reliable accounting information system
that is free from irregularities.

6.4.2.4 Audit and inspection

Audit and inspection are crucial components of external oversight designed to
detect and prevent fraud in village fund systems. Village budgets are managed in
accordance with laws and regulations, as well as principles of accountability and
transparency, throughout this process. Audits conducted by the district inspectorate and
the Public Accounting Firm (KAP) are two types of audits commonly conducted in
villages. First, the district inspectorate oversees all village government operations,
including financial management. If there are indications of irregularities or reports from
the community, these audits are usually conducted periodically. In practice, the
inspectorate examines the elements of compliance (compliance audit), effectiveness,
and accuracy of village financia reports. For example, when discrepancies are found
between the budget and actual expenditures, auditors will review supporting documents
and request clarification from village officials. According to the BPKP (2021), the
involvement of local government auditors is considered crucial in enhancing the
reliability of the village financial oversight system and promoting follow-up actions on
audit findings.

The second is the KAP audit. If avillage collaborates with athird party (e.g., a
CSR program or grant) that requires an independent external audit, a Public Accounting
Firm conducts the audit in accordance with specific requests. KAP audits village
financial statements in accordance with professional auditing standards (SAK and
SPAP). This audit examines compliance, the effectiveness of internal controls, and the
risk of material misstatement. The presence of external partiesin both types of audits
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serves as a supervisory mechanism that complements the village's internal controls and
procedural policies. (Rahman et al., 2025; Huang et al., 2025) emphasize that external
auditors maintain a neutral position and can provide unbiased opinions that are not
influenced by the village's bureaucratic structure. Audit results can also serve as abasis
for legal action, the development or improvement of the village's overall financia

system, or both.

6.4.2.5 Disciplinary actions

Fraud incidents in the village fund system must not only be prevented and
detected but also addressed firmly. This action is necessary to deter wrongdoing,
uphold justice, and maintain good governance in the village. Various forms of
disciplinary action can be employed to address violations, including administrative
sanctions and law enforcement. First, administrative sanctions are imposed on village
officials who are proven to have committed violations in the management of village
finances, whether due to negligence or intentional acts. Sanctions may include written
warnings, postponement of incentive payments, demotion, or reduction of other
administrative rights. Generally, administrative sanctions are imposed when an audit
conducted by the inspectorate reveals discrepancies between the financial reports
submitted and the actual implementation of activities. Second, dismissal or termination.
Village officials are removed from their positions if their violations are severe, such as
embezzlement of village funds. If the misconduct results in the loss of state funds or
public trust, dismissal becomes a serious measure. According to the Kemendagri
(2015), village officials can be dismissed if they are proven to have committed financial
crimes based on the results of an investigation by supervisory authorities or a court
decision. Third, legal action must be taken against criminal offenses, including
corruption, markups, and misuse of public funds. This process involvesreporting to law
enforcement agencies, such as the police, the prosecutor's office, or the Corruption
Eradication Commission (KPK), depending on the scale and impact of the misconduct.
ACFE, (2022) shows that legal action against fraud is highly effective in preventing
similar cases from recurring because it deters the public. When training efforts and
administrative sanctions are insufficient to resolve issues in the village, legal action is
the last resort.
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In addition to the five factors described in detail above, along with their sub-
elements, one factor is derived from respondents open-ended responses. the need for
leadership with integrity. Thisfactor is considered highly important, along with several
other factors discussed earlier. When leaders possess integrity, a positive work culture
will emerge, thereby preventing fraud. Second, there is an anti-fraud organizational
culture, meaning there is no tolerance for activities that could trigger fraud, such as
gratification or price markups, even if they begin with small amounts. The third is the
community's active involvement. This involvement begins with community
participation in monitoring village funds through village meetings, public complaints,
and mora pressure on officils who deviate from financial management. These
community activities are al'so enshrined in (Law of the Republic of Indonesia No. 6 on
Village Administration (2014) whose core provision grants the community the right to

oversee the operations of village governance.

6.5  Significant Contribution

This study was conducted with consideration of the limitations of previous
studies on fraud, particularly in the context of village administration. Most existing
studies focus more on large companies or central government institutions, while fraud
practices in village administration are rarely discussed in depth. Therefore, this study
ams to address this gap by conducting a comprehensive anaysis of the factors
contributing to fraud, the various types of fraud incidents occurring in villages, and the
specific measures implemented to address these issues. Table 6.1 presents a summary
comparison between the gaps in previous studies and the significant contributions of
this study.
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Table 6.1
Gaps and Contributions of Research

Gaps in previous research on factors influencing
fraud in village fund management through the
village fund system

Previous research has shown considerable
attention to fraud in the corporate or central
government sectors; however, such research has
not examined how village fund management has
specific characteristics that can lead to fraud
(Albrecht et al., 2012); (Dorminey et al., 2010)

The fraud diamond theory israrely used in
village governance. The influence of spiritual
work ethics as moderators has also not been
extensively studied (Wolfe & Hermanson,
2004); (Said et a., 2014)

There is yet no empirical evidence regarding the
significant influence of spiritual work ethic as a
moderating factor on all elements of the fraud
diamond in the village context (Said et al ., 2014);
(T Tuanakotta, 2010).

Previous studies on fraud have typically focused
on the causal and predictive factors of fraud;
however, few have described the actua types of
fraud that occur and the coping mechanisms used
(Kassem & Higson, 2012).

Literature on coping mechanismsin the context
of fraud remains limited, particularly in village
government units with minimal formal control
structures and areliance on personal and

collective integrity (Prawirosentono, 2018).

Most studies have not linked fraud-coping
mechanisms to theories of how small

organizations manage problems or crises.

Contribution of research to address research
gaps in the context of fraud in village fund
management through village fund systems

This study specifically investigates the
determinants of fraud in village fund systems,
thereby providing a more specific understanding

of the village context.

This study employs the fraud diamond model
and develops a framework that incorporates the
moderating variable of spiritual work ethic to

assess its impact on the fraud elements.

This study provides empirical evidencethat a
spiritual work ethic only has a significant effect
on rationalization and capability, but not on
pressure and opportunity, thereby enriching
academic understanding of the role of ethicsin

fraud prevention.

This study enriches fraud research in public-
sector organizations through an empirical
exploration of the types of fraud that occur in
village fund systems, including note
manipulation, fictitious procurement, markups,
and misuse of village assets. Using field data,
this study presents a classification of fraud based

on the type of violation, perpetrator, and context.

This study reveals adaptive and cultural
mechanisms for fraud prevention. This shows
that coping with fraud depends not only on
formal systems but also on local norms and
ethical values.

This study examines how villages respond to
fraud through the workings and culture of

village organizations. This provides anew
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Gapsin previous research on factors influencing ~ Contribution of research to address research

fraud in village fund management through the gaps in the context of fraud in village fund

village fund system management through village fund systems
perspective: fraud cannot be adequately
addressed through regulation alone; it must also
be understood through the lens of behavioral
patterns and the capacity of small organizations,

such asvillages.

Based on the summary of Table 6.1 above, the findings of this study are likely
to contribute to the development of a comprehensive theoretical model for evaluating
the use of siskeudes as an instrument for fraud prevention. Additionally, this study
provides significant insights into the relationship between fraud incidents, their
underlying causes, and the mechanisms for addressing them at the village government
level. Through this approach, the research findings not only advance academic
knowledge but also provide strategic recommendations to improve village fund
systems, oversight mechanisms, and financial management practices.

6.6 Chapter Summary

In this chapter, the research findings are discussed in depth, covering the results
of testing significant and insignificant inter-variable relationships, as well as the
accepted and rejected hypotheses. In addition, this chapter outlines the research's
significant contributions, including gaps in prior research that have been successfully
addressed. Overall, the research findings effectively address the research questions and
provide new insights into fraud in village fund management, particularly in the context
of implementing the village fund system (Sskeudes). The next chapter will present the
study's conclusions, review its contributions, and provide recommendations for further
research in this context.
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CHAPTER 7
CONCLUSIONS

7.1 Introduction

Chapter 7 is the final chapter of this dissertation, summarizing the entire
research process and results. This research has three main objectives, which will be
reviewed in light of the findings and related research questions. Each specific objective
will be explained, and further research recommendations will be suggested at the end
of this chapter. This chapter consists of nine sections. Section 7.2 summarizes the
findings presented in Chapter 6. Sections 7.3 to 7.5 briefly describe the results of
research objectives 1-3 in this dissertation. Section 7.6 discusses the research's
theoretical and practical contributions. Section 7.7 will explain the limitations identified
in this study. Section 7.8 addresses recommendations for further research. Finally,

section 7.9 will provide a summary of this chapter.

7.2 Overall Conclusions

This study was designed to address gaps identified in prior literature reviews by
formulating research questions, which were subsequently elaborated into specific
objectives. From these formulations, eight main hypotheses were developed to guide
empirical testing in this study. The first four hypotheses, H1 to H4, aim to address the
initial objective related to the direct relationship between the main variables under
study. Meanwhile, the following four hypotheses, H5 to H8, aim to achieve the second
objective of testing the moderating relationships among the variables used in this study.

In addition to focusing on testing variable relationships, this study also aims to
gain an in-depth understanding of the strategies or mechanisms used to deal with
potential fraud (fraud coping mechanisms) in financial management at the village level,
specifically through the use of the village fund system (S skeudes) as an administrative
tool and a means of ensuring financial transparency in villages. All hypothesis testing
was conducted using a quantitative approach based on structural equation modeling
(SEM) through SmartPL S software. This method was chosen for its ability to analyze
complex relationships between relevant variables in the context of this study.
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By modeling the research framework based on the fraud diamond theory, this
dissertation has been able to examine the influence of the elements of the fraud diamond
theory, namely pressure, opportunity, rationalization, and capability, on fraud incidents
in the village fund system, reinforced by the presence of spiritual work ethics as a
moderating variable that contributes significantly to clarifying the relationship between
the main variables. Additionally, the framework developed has successfully provided a
clear and in-depth understanding of fraud-coping mechanisms in village fund
management through the implementation of the village fund system (Sskeudes). Based
on the conceptual framework developed in this study, all research questions formulated
in RO1 and RO2 were addressed through hypothesis testing, whereas RO3 was
addressed through a descriptive approach, thereby achieving the study's overall
objectives.

Overall, six of the eight hypotheses proposed in this study were supported by
the test results: H1, H2, H3, H4, H7, and H8. Meanwhile, the other two hypotheses,
namely H5 and H6, did not obtain empirical support. A summary of the hypothesis-
testing results, based on the formulated conceptual framework, is presented in Figure
3.2, which presents the research framework as a path analysis and visually illustrates
the relationships among variables in the tested model. Based on the visualization in
Figure 7.1 the pressure variable has a direct influence on fraud incidents in the village
fund system. The same applies to the variables opportunity, rationalization, and
capability, all of which were found to have a significant direct effect on fraud incidents
in the village fund system.

Furthermore, in testing the moderating effect of spiritual work ethic, the
interaction between spiritual work ethic and pressure and opportunity was not
significant. However, this differs from the interaction between spiritual work ethic and
rationalization and capability, for which the test results show a significant moderating
effect. This finding suggests that spiritual values in work ethics play a significant role
in mitigating or amplifying the impact of rationalization and capability on the potential
for fraud in the management of village funds through the village fund system.
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Figure 7.1 Results of the Influence of Each Variable and Fraud Coping Mechanism

The following section in Figure 7.1 presents the conclusions drawn from the
research findings, based on the results of testing and analysis of the research questions
formulated earlier. The series of conclusions from the three (3) main objectives of this

study are as follows:

7.3  Research Objective 1

The first objective of this study is "To examine the influence of factors in Fraud
Diamond Theory (pressure, opportunity, rationalization, and capability) on fraud
incidents in the village fund system.”
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7.3.1 TheDirect Effect of Fraud Deter minant on Fraud Incidentsin the Village
Fund System

The results of testing the direct effects of determinant fraud (pressure,
opportunity, rationalization, and capability), formulated as hypotheses H1-H4, indicate
significant effects on fraud incidents in the village fund system. These findings suggest
that the four elements of the fraud diamond theory significantly contribute to the
likelihood of fraud in village fund management through the village fund system
(Siskeudes). Various pressures, such as financia pressures on village officials to meet
government spending targets and pressure to work faster, have been documented as
contributing to village officials seeking shortcuts in budget management. This
demonstrates that internal factors continue to play a significant role in causing
misconduct. Moreover, the threat of fraud is exacerbated by poor supervision and lax
attitudes that create openings, underscoring the need for robust control measures
embedded in the system. Moreover, rationaization through justifying deviant acts in
the pretext of assisting the families or activities in society has been evidence that
rationalization increases the possibility of fraud. Village-level officias often believe
their decisions are justified because they are made with the best intentions, thereby
enabling further corruption. The dynamics of strategic positioning, advantage, and
technology commandment, on the other hand, also offer considerable opportunities for
misuse. This means that, to a greater extent, the more officia's become one with the
system by mastering it, the greater the likelihood that the system will be compromised
if it is not highly regulated.

Thus, the fraud diamond theory is proven to be relevant and coherent in
explaining that factors originating from individual village officials, whether in the form
of pressure arising from financial needs or the work environment, opportunities to
commit fraud, justification for such actions, or technical capabilities, play a significant
role in encouraging fraudulent behavior. Based on these findings, it can be concluded
that the personal aspects of village officials are an important area that needs special
attention in fraud prevention strategies. In addition, fraud incidents in the village fund
system are not only the result of individual weaknesses but also arise from pressure,
opportunities, moral justifications, and the technical capabilities possessed by village
officials. Therefore, local governments, in collaboration with relevant stakeholders,

need to design policies and programs to enhance the capacity of village officias, not
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only in technical aspects of financia management but also in character development
and work ethics. This step is crucia for minimizing the risk of fraud and strengthening

integrity in village fund management.

74 Research Objective 2

The second objective of this study is "To examine whether spiritual work ethics
moderate the relationship between factors in Fraud Diamond Theory (pressure,
opportunity, rationalization, and capability) on fraud incidents in the village fund
system.”

741 The Moderating Effect of Fraud Determinant on Fraud Incidents in the
Village Fund System

The second objective of this study is to analyze the moderating role of spiritual
work ethics in the relationship between the elements of fraud diamond theory and fraud
incidents in the village fund system. Based on the results of the moderation hypothesis
testing (H5-H8), the moderating effect of spiritua work ethic was not significant in the
relationship between pressure and opportunity and fraud, as reflected in hypotheses H5
and H6, which were not supported. Thisfinding indicatesthat spiritual values are unable
to withstand pressure and opportunities for fraud. Financial pressure and weak
supervision remain dangerous even when officias have moral convictions; therefore,
fraud prevention cannot rely solely on individua ethics but must be supported by
transparent and accountable systemic mechanisms.

Conversely, hypotheses H7 and H8 were not supported: spiritua work ethic
significantly moderated the relationship between rationalization and capability in
relation to fraud incidents in the village fund system. The findings of the two hypotheses
are also substantial and in opposite directions. SWE, rather, strengthens the church's
rationalization effects, enabling village officias to enjoy the legitimacy that religiosity
affords them as an excuse for defrauding acts. Such a phenomenon implies a mora
paradox in the management of village funds. Third, capability has been found to
influence fraud, which is why SWE is effective negatively. Individuals with superior
gpiritual ethics will more readily make productive and clear use of their positions,

compared with those who do not.
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In other words, spiritual values embedded in village officials can serve as a
psychological barrier to fraudulent behavior, particularly when individuals seek
justification or fee empowered to deviate from the rules. Therefore, it is recommended
that village-level human resource development not only strengthen administrative and
technical competencies but also cultivate spiritual values and personal integrity as the
ethica foundation for village fund management. This approach is expected to
strengthen the fraud prevention system from the individual's interna perspective. In
short, SWE is not aways a preventive measure, but its effectiveness depends on the
fraud dimensions encountered in Sskeudes.

75 Research Objective 3

The third objective of this study is "To identify the fraud-coping mechanisms
used in the village fund system.”

751 Summary of Coping Mechanism

The third objective of this study is to provide an in-depth understanding of fraud-
coping mechanisms in village fund management through the Village Fund System
(Sskeudes). Based on the descriptive analysis, it was found that coping mechanisms
against potential fraud at the village level are significantly influenced by understanding,
individua capacity, and the availability of system and institutional support.

Sskeudes, as a digital-based financia system instrument, has made a positive
contribution to improving transparency and accountability in village fund management.
However, the effectiveness of coping mechanisms against fraud is determined not only
by the existence of the system but also by how village officids understand the risks of
fraud and develop appropriate responses. Severa coping strategies identified include
hierarchical reporting, participatory oversight, and improving financial and
technological literacy at the village apparatus level.

Therefore, understanding fraud coping mechanisms cannot be separated from
the institutional context and the readiness of village human resources. Strengthening
systems such as Sskeudes must be accompanied by ethics education, technical training,
and integrated oversight mechanisms to effectively prevent and respond to potential
fraud in a sustainable manner. However, it should also be emphasized that fraud-coping
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mechanisms do not follow a uniform approach. Some are defensive in nature, aiming to
maintain integrity, while others are adaptive, seeking to legitimize fraud.

7.6 Contribution

7.6.1 Theoretical Implication

This study istheoretically significant in advancing the development of the Fraud
Diamond model by incorporating the confounding variable of Spiritual Work Ethics
(SWE) in the management of village funds in Indonesia. The results of the hypotheses
1-4 confirm the theoretical premise that the four principal components of the Fraud
Diamond, pressure, opportunity, rationalization and capability, are still applicable in
explaining why fraud is likely to happen, though its importance differs statistically
according to the dimension of interest. To illustrate, pressure with the dimensions of
money and work was strongly influential in the context of fraud, thereby supporting the
theory that economic pressure and workload can shape deviant behavior. Along the
same lines, evidence from the dimensions of supervision and attitude indicates that poor
supervision and a non-restrictive attitude play significant roles in facilitating fraud.
Concerning rationalization (scales of giving and using), the findings supported the
theory that principles of moral justification, shaped by societal norms or altruistic
intentions, would erode a person's ethical boundaries toward committing fraud. In the
meantime, the capability dimensions (position, superiority, and technology)
demonstrate the relevance of technical capacity, facility, strategic position, and
technical management (technological prowess) as variables that enable fraud.

The theoretical contribution is also extended by the presence of the hypotheses
5-8, where SWE is a moderating variable. The fact that SWE does not offer significant
moderation in the interaction between pressure and opportunity and fraud reveals a new
dimension: spiritual values may not be effective in stopping fraudulent acts when they
are not grounded in an understanding of individual minds, since spiritual values are
often treated as merely a tool for curbing such acts. On the other hand, Hypothesis 7
illustrates the moderating effect of SWE on the correlation between rationalization and
fraud, thereby supporting the moral licensing process, in which violations are
paradoxically justified by religious identification. This result contributes to the body of
research on ethical dilemmasin public organizations. It shows that the ethical dilemma
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regarding SWE requires amore critical discussion. Lastly, the findings of hypothesis 8,
which depict a negative moderating role of SWE in the association between capability
and fraud, confirm expectations that actual spiritua values, through internalization, can
transform positional, experiential, and technol ogical advantages into atool for avoiding
fraud rather than enhancing it. Therefore, this study generalizes the Fraud Diamond
model by enriching it with spiritual and moral components and creates space for further
research workshops on comparable models across different public-sector scenarios.

Additionally, descriptive findings on fraud-coping mechanisms emphasi ze that
fraud prevention cannot be explained solely by forma structural approaches; it also
requires strong behavioral and organizational-cultural approaches. Thus, this study
provides a foundation for developing system- and behaviour-based fraud-prevention
theories at the micro level in public financial management.

7.6.2 Practical Implication

The study findings have significant practical implications for local governments,
inspectorates, and village money managers in controlling fraudulent activities within
the village fund system. First, the pressure of finances and work to be controlled (a
pressure having financia and work components) should be a priority, as the results
suggest that the two conditions promote fraud. Village governments must demand
employment and implement policies to ensure that the work of village officials is
proportional, and to provide welfare support, such as a personal financial management
assistance program, to prevent officias from seeking additional income outside the
regulatory framework. Second, it is essential to reinforce control and establish atone of
intolerance toward violations (opportunities related to supervision and attitude).
Oversight can be enhanced through regular audits, surprise visits, civic participation in
oversight, and the regular imposition of punishment, which can shift the prevailing
culture toward a zero-crime culture regarding the misuse of village funds.

Third, the reduction of rationalization (rationalization with the dimensions of
giving and using) should be implemented through integrity education, which rests on
concrete examples that emphasize that good intentions are not sufficient to justify
violating the law or procedures. Village officials must also be provided with a
knowledge base on approaches for distinguishing between cultural practices, such as

offering gratitude money, and for managing publicly generated funds in accordance
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with the Village Budget (APBDes). Fourth, in terms of capability (in the context of
position, superiority, and technology), granting access to information and technology
must be limited to authorized individuals, and control mechanisms must be layered, as
the former cannot misuse such capabilities. This power can also be reduced by regular
job rotation, which may reduce the concentration of power available for fraud. Fifth,
the emphasis on enhancing Spiritual Work Ethics (SWE) as amoral filter is on constant
mentoring, with greater emphasis on interpreting religious values, wisdom, and work
ethics suited to the situation. The internalization of spiritual values should serve as a
behavioral control rather than an excuse for unethical behavior, as depicted by the moral
licensing phenomenon. Through such measures, spiritual values are expected to be
maximized, thereby fostering integrity and accountability in the management of village
funds.

Lastly, regarding coping mechanisms against fraud, the descriptive results
indicate that the successful implementation of the Village Fund System (Sskeudes) is
highly dependent on the understanding and readiness of village human resources.
Therefore, continuous technical training, direct assistance from sub-district or district
authorities, and integration of Sskeudes with external oversight systems, such as the
regional inspectorate, are required. Overall, the study emphasizes the importance of a
holistic approach encompassing technical, psychological, and spiritual aspectsin efforts
to build a cleaner, more transparent, and accountable village fund management system.

7.7  Limitation of the Study

This study has severa limitations that need to be considered when interpreting
the results and designing future research. First, this study employed a quantitative
approach, using data collected through questionnaires distributed to village officias.
Although this method is effective for measuring the relationship between variables, it
isunable to explore in depth the reasons and context behind the fraud.

A qualitative or mixed method approach could be considered in future studies
to obtain a more holistic understanding. Second, the scope of the study was limited to
village fund management, with the Village Fund System (Sskeudes) as the primary
context. Therefore, generalizing the results of this study to other public sectors outside
villages or in areas with different financial systems should be done with caution.
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Third, the spiritual work ethics variable used as a moderating variable is
subjective and depends on individual perceptions, which may be influenced by the
respondents' religious, cultural, or social backgrounds. This variable should be retested
in a broader context, accounting for additional dimensions, such as organizational
culture and collective values.

Fourth, although this study successfully demonstrated a significant relationship
between several elements in the fraud diamond theory and fraud, there are still other
external factors, such aspolitical pressure, local power relations, and external oversight,
that have not been included in the model. By understanding these limitations, future
studies can design more comprehensive and adaptive model s to address the complexity
of financial management in the public sector.

7.8 Recommendations for Future Research

Based on the results and limitations of this study, several things can be
considered for further research:

First, the use of qualitative or mixed-methods approaches is necessary to
explore in greater depth the dynamics of decision-making and the social context behind
incidents of fraud in the management of village funds, based on Sskeudes, so that the
understanding gained is not only quantitative but also interpretive and contextual.
Second, expanding the scope of research beyond the Sskeudes system can provide a
comparative picture of the consistency of findings across regions or other public
governance platforms. Third, further research may consider variables beyond the fraud
diamond, such as organizationa culture, political pressure, and the effectiveness of
external oversight, which may affect the integrity of the village fund management
system.

Fourth, the study of spiritual work ethics (SWE) needs to be expanded,
particularly regarding its contribution to the cognitive processes and behavior of village
administrators when making decisions within the Sskeudes system. In this casg, it is
crucia to distinguish between religion as an identity and internalized ethics as a
practice, given that the study's results indicate that expressions of religiosity and
specific moral values can be interpreted in various ways within village administration
practices. Symbolic religious identity has the potential to serve asabasis for justifying
certain decisions, whereas consistently internalized ethics tend to reinforce compliance
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with Sskeudes procedures. The development of instruments capable of distinguishing
these two aspects is crucial to accurately understanding how SWE contributes to the
rationalization process and the tendency for fraud incidents in the village fund system.

Fifth, incorporating the perspectives of community and village supervisory
institutionsis expected to enrich the analysis and provide a more comprehensive picture
of how various stakeholders view and respond to potential irregularities in the use of
Sskeudes. With this development, further research is expected to make a more
substantial theoretical and practical contribution to efforts to strengthen integrity and
overall village fund management.

7.9  Chapter Summary

This chapter summarizes all the main findings from the hypothesis testing and
descriptive analysis conducted in this study. Using aframework based on fraud diamond
theory, this study tested eight hypotheses regarding the factors that cause fraud in
village fund management, as well as the role of spiritual work ethic as a moderating
variable.

The analysisresults indicate that six hypotheses (H1, H2, H3, H4, H7, and HS)
are statistically supported. The four main elements in the fraud diamond theory:
pressure, opportunity, rationalization, and capability, have asignificant influence on the
occurrence of fraud incidentsin the village fund system. Additionally, the spiritual work
ethic variable significantly moderated the relationship between rationalization and
fraud-related capability, but it did not have a significant effect on pressure or
opportunity. These results emphasize the importance of spiritual values in limiting
justifications and the potential misuse of individual capacity within the village fund
system.

A descriptive analysis of fraud-coping mechanisms also shows that the use of
systems such as S skeudes has helped improve financial transparency and accountability
in villages. However, the effectiveness of this system is highly dependent on the
understanding, integrity, and technical capacity of village officids themselves.
Theoretically, this study reinforces the relevance of the fraud diamond theory in the
village-level public sector and expands the theoretical framework by incorporating a
gpiritual ethical dimension. Another theoretical implication is the need to consider
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personal factors and moral values in fraud behavior models, which have not been
studied thoroughly.

In practical terms, this study offers important recommendations for local
governments and related parties to focus not only on strengthening the monitoring
system but also on building the ethical and spiritual capacity of village officias through
continuous training and guidance. Thisis necessary to strengthen personal integrity and
prevent internal fraud. However, this study has several limitations, including the use of
a quantitative approach that does not thoroughly explore the reasons behind fraudul ent
behavior, as well as its limited scope to villages with the Sskeudes system.
Additionally, the concept of spiritual work ethicsis subjective and can be influenced by
various cultural and religious factors. Based on these considerations, further research is
recommended to adopt a mixed-methods approach, expand the study scope to other
regions or public sectors, incorporate external variables such as organizational culture
or political pressure, and involve external factors, including village communities or

supervisory institutions, to obtain a more comprehensive understanding.
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APPENDIX 1

Resear ch Questionnaire (English Versition)

'u NIVERSITI
[EKNOLOGI

MARA RCCOUNTING

Research Institufe

Higher Institution Centre of Excellence (HICoE)

RESEARCH QUESTIONNAIRE

RESEARCH TITLE
DETERMINANTS OF FRAUD INCIDENTS AND
COPING MECHANISMS FOR VILLAGE FUND

SYSTEM IN INDONESIA
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UNIVERSITI

TEKNOLOGI
MARA

Dear Mr./Mrs./Miss Respondent,
Assalamu 'alaikum Warahmatullahi Wabar akatuh
Sincerely,

May you aways be healthy and happy. | am Khoirul Fuad, a doctora student at the
Accounting Research Institute Malaysia. | am currently conducting research entitled
"DETERMINANTS OF FRAUD INCIDENCE AND COPING MECHANISM OF
THE VILLAGE FUND SYSTEM IN INDONESIA." This research is hepful in
fulfilling one of the requirements for completing my studies and obtaining a doctoral
degree. My details are as follows:

Researcher's Name : Khoirul Fuad

Supervisors . Dr. Farah Aida Ahmad Nadzri

Co-Supervisors . Associate Prof. Dr. Sharina Tgul Urus
Researcher's Affiliations : Ph.D. Student of Accounting Research Institute

Universiti Teknologi MARA (ARI UiTM) Malaysia/
Economics Faculty Lecturer of Sultan Agung Islamic
University (UNISSULA), Semarang, Indonesia

This research guarantees that | will only use the data and answers you provide for
research purposes. We hope you can fill out this questionnaire no later than 2 weeks
after receiving this questionnaire. If you have any questions regarding this
guestionnaire, please contact Khoirul Fuad a 081901200886 or emall
2021421012@student.uitm.edu.my, khoirulfuad@unissula.ac.id

Thank you for your participation and cooperation in filling out this questionnaire.
Wassalamu 'al aikum Warahmatullahi Wabarakatuh

Best Regards,

Khoirul Fuad
(Post Graduate Student, ARI)
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Section A. Demographic Profile

Respondent Profile

Please fill in and mark (X) the appropriate answer:

No Identity Description
1 Gender Man Woman
2. | Maital Status Married Single
0 - 2 Person
No. of
3. Dependents 3-5 Person
6-7 Person
o of Elementary School / SD Diploma/ Dili
Level 0 . .
4 Education \2Z\  Junior High School / SMP —] Bachelor/SI
\2~J Senior High School/SMA  r--| wMmaster/s2
Q"J <20Years Q"J 21-30Years
5 Age of 31-40 Years 41-50 Years
Respondents 51-60 Years >60 Years
Length of \2z,  <tYears \z2\  2-5 Years
6. Service 1-2Years >5 Years
Head of Village Head  of
Village Secretary Fund System Staff
7. Position in the . .
Village Village Treasurer Head of Geneard Affars
and Planning
Head of Goverment Others
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. Siskeudes Adoption
1. Who are the users of Siskeudes in your village?

(You can choose more than one answer or add another reply)
I | Head of Village | I Head of Finance

] Village Secretary Q" Fund System Staff

"l Village Treasurer

2. How long has your village been using Sskeudes?

<1 Years 2-5 Years

1-2 Years >5Years

3. Hasthe Sskeudes application been used optimally in your village?

Optimal Not yet

(Ifyour answer is not yet optimal, please explain why??)

4. On average, how many times does your village use the Sskeudes system per

month?

<10 times 20-30 times

10-20 times > 30times
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5. What is the use of Sskeudes in your village?
{You can choose more than one answer or add another reply)

Recording of budget received from the government

Recording of village expenses
Recording of village income

Recording of budget and allocation of village funds.

6. Is there assistance related to the use of Sskeudes conducted by the government /

BPKP in your village every year?
Never 1time

2 times > 3 times

7. Areyou facing any difficulties in using the Sskeudes system?

Yes No

If your answer is Yes, what are the difficulties you face while using the
Sskeudes?
(You can choose more than one answer or add another reply)

Limited human resources Infrastructure
Internet / Wi-Fi Difficult system to use
Lack of training Others
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Section B. Research Variable

Instrument |: Pressure
Please select one and mark (X) the statement on the questionnaire below, referring to
the following scale:

Strongly Disagree | Disagree Neutral Agree Strongly Agree
1 2 3 4 5
PRESSURE Strongly Strongly
Disagree Agree

1 | lam experiencing unexpected expenses such
asillness, accidents, or other emergencies.

o | feel depressed because my workload is too
heavy.

3 || need to reduce my expensesto ensure | have
sufficient funds for the month.

4 || an the main financial provider for my
family.

5 | maintain alifestyle that isrelatively high or
expensive.

6 | need to take a part-time job to support my
monthly.

| operate Sskeudes while also having other
7| work responsibilities that must be carried out | 1 2 3 4,5
simultaneously in the village.

8 | fed uncomfortable at work due to the
existence of Sskeudes.

| have clear information regarding the
9 amount of salary increases, benefits, 1 2 3 4 5
promotions, and punishments for fraudsters.
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Instrument I1: Opportunity

Please select one and mark (X) the statement on the questionnaire below, referring to

the following scale:

Strongly Disagree Disagree Neutral Agree Strongly Agree
1 2 3 4 5
OPPORTUNITY Strongly Strongly
Disagree Agree

Transactions can be carried out without

1 sufficient authorization. 1 2 3 4 °
Recorded in an accounting period that does

2 . 1 2 3 4 5
not match the actual transaction date.
The  separation of  duties and

3 | responsibilities between officers is unclear 1 2 3 4 5
and not well-defined.
Certain areas are not covered by CCTV,

4 . . . 1 2 3 4 5
making the transaction process less visible.

5 Regulations, procedures, and instructions 1 5 3 4 5
are not well documented

5 Supervision, control, and audit reviews are 1 5 3 4 5
inadequate and not conducted regularly.
In my opinion, there is a lack of an active
supervision system in ensuring that all

7 | employees carry out their duties in| 1 2 3 4 5
accordance with the standard operating
procedures

3 Fraud can potentially occur in the village 1 5 3 4 5
fund system.

9 Fraud occurs due to the attitude/behavior of 1 5 3 4 5
the system user.

10 Weaknesses |n. _the village fund system 1 5 3 4 5
create opportunities for fraud to occur.

1 iny one individual has access to the 1 5 3 4 5
village fund system (Siskeudes).
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Instrument |11: Rationalization

Please select one and mark (X) the statement on the questionnaire below, referring to

the following scale:

Strongly Disagree Disagree Neutral Agree Strongly Agree
1 2 3 4 5
Strongly Strongly

RATIONALIZATION .
Disagree Agree

In my opinion, the salary | receive is too low
1 | compared to the risks, number of tasks, and 1 2 3 4 5
responsibilities | have in the village.

| believe that no one will be harmed if | use
2 | village funds or office assets for personal 1 2 3 4 5
pUrposes.

| feel it is acceptable to borrow office assets
3 |as long as they are returned intact or 1 2 3 4 5
undamaged.

| believe that gifts from the community,
vendors, or co-workers are a form of
appreciation for the good service | have
provided.

| think it is acceptable to make exceptions to
5 | certain rules in order to achieve targets or 1 2 3 4 5
complete my obligations.

| believe that the village owes me for my
6 | contributions, and | can  request 1 2 3 4 5
reimbursement whenever | want.

| believe that if | take a small amount of
7 | money or village assets, the village will not go 1 2 3 4 5
bankrupt.

| feel | deserve areward for my contributions
to the village, which | have not yet received.

332



Instrument 1V: Capability

Please select one and mark (X) the statement on the questionnaire below, referring to

the following scale:

Strongly Disagree Disagree Neutral Agree Strongly Agree
CAPABILITY Strongly Strongly
Disagree Agree

With my current position, | have the ability to

commit fraud. 1 2 3 4 >

| have an in-depth understanding of the
2 | internal controls related to my current 1 2 3 4 5
position.

| have the ability to convince other gaff to

. 1 2 4
3 follow my suggestions. 3 >
4 My ability to multitask gives me an advantage 1 5 3 4 5
in the workplace.
5 | | am able to manage stress effectively. 1 2 3 4 5
6 | | find it easy to use the Sskeudes. 1 2 3 4 5

| am very good at using the village fund
7 | system (Siskeudes).

| always participate in training sessions on
8 | using Siskeudes.

9 | can quickly become familiar with Sskeudes. | 1 2 3 4 5
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Instrument V: Spiritual Work Ethics

Please select one and mark (X) the statement on the questionnaire below, referring to
the following scale:

Strongly Disagree Disagree Neutral Agree Strongly Agree
1 2 3 4 5
Strongly Strongly
SPIRITUAL WORK ETHICS Disagree Agree

| believe in God and am committed to living

1 according to God's principles. 112 3] 4 S

2 | put aside a portion of my income each month for 1] 2 3 4 5
donations or charitable purposes.

3 I accept that challenges at work may occur and 11 o 3 4 5
strive to respond.

4 I %k to improve my circumstances through 1] 2 3| 4 5
ethical means.

5 Bef_ore crl'_uuzmg someone, | try to put mysdf in 11 o 3 4 5
their position.

6 When facing a problem, | consider all relevant 1] 2 3 4 5
information before deciding.
| remain cam and think clearly when solving

7 : 1| 2 3| 4 5
problems, even under emotional stress.

8 | try to let go. of resentment and focus on 1] 2 3 4 5
constructive solutions.
| manage my emotions and maintain

9 Y . 1| 2 3| 4 5
professionalism when things go wrong.

10 | | do not compromise on my ethical principles. 1| 2 3 4 5
It is not acceptable for village officias to be

1. L . 1| 2 3| 4 5
involved in improper management of village funds.
When a choice has to be made between what is

12 | right and what works in my favor, | will choose| 1 | 2 3 4 5
what isright

13 My et_hlcal actions are consistent regardless of the 11 o 3 4 5
situation.

14 | tell the truth even if it comes with personal 1] 2 3 4 5
consequences.

15 Using the village fund system (siskeudes) 11 o 3 4 5
motivates me to maintain strong work ethics.
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Instrument V1: Fraud incidentsin the Village Fund System

Please select one and mark (X) the statement on the questionnaire below, referring to
the following scale:

Strongly Disagree Disagree Neutral Agree Strongly Agree
1 2 3 4 5
FRAUD INCIDENTSIN THE VILLAGE FUND | Strongly Strongly
SYSTEM Disagree Agree
1 | Fraud incidents occur in the village fund system. 1 2 3 4 5

The level of fraud incidents in the village fund is

2 high. 11 2| 3] 4|5

3 _I\/Ia_ny village sectors are susceptible to fraud 1] 2 3 4 5
incidents.

4 Corruption, collusion, and nepotism are the most 1] 2 3| 4 5

common types of fraud in village sectors.

Inthisvillage, | have seen/believed that office assets
5 | are used for persona purposes (vehicles, printers, | 1 | 2 3 4 5
computers, etc.).

In this village, | have seen/believed that cash is
borrowed or stolen.

| believe some information in this village fund
7 | financia statements are concealed or presented | 1 | 2 3 4 5
inaccurately.

| am aware of frequent misstatements, and they are
corrected a few days later.

Even with the use of the Village Fund System
(siskeudes), fraud can still occur.
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Section C. Fraud Coping Mechanisms

1) Have you experienced any fraud incidents in this village?

Never 4-5 times
Once >5 times
2-3 times

2) What is the nature of these fraud incidents?
(You can choose more than one answer or add another reply)

Abusing government property, regulations, laws, or policies
Bribery

Conducting unauthorized

Exaggerated expense reports

Fasfying income statements

Goods/services not paid for

Mark-up of goods price

Processing fase invoices

Theft

Theft of Merchandise Inventory or Equipment

3) Isthere a coping mechanism in the village so that incidents of fraud can be

minimized?

Already exists There isn't any yet

(If you answer "yes" you can select more than one answer or add another answer
to the options below.)
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Types of Coping M echanisms

e Interna Control Segregation of duties
Approval hirarcies

System access restrictions
Disbursement of fund by stages
Verification from stakeholders

Clear code of conduct
System update
System maintainance

Policies and

Transparent report to stakeholders
Budget monitoring by independent
Accountability report

Training and Ethics training
Ethics campaign
Qualified employees

Audit and inspection Audit from the inspectorat
Audit KAP (Audit Firm)

Diciplinary actions Sanctions
Terminations
Legal actions

Others

THANK YOU

| really appreciate your participation in filling out this questionnaire.
If there are suggestions and comments, please fill in the following column:
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Resear ch Questionnaire (Indonesian Versition)
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Yth. Bapak/Ibu/Saudara/i Responden,
Assalamu 'alaikum Warahmatullahi Wabarakatuh

Dengan Hormat,

Semoga selau dalam keadaan sehat dan bahagia selalu. Perkenalkan saya Khoirul Fuad,
Dosen di Fakultas Ekonomi Universitas Isam Sultan Agung (UNISSULA), Semarang
yang sedang menempuh studi S3 (Doktoral) di Accounting Research Ingtitute,
Universiti Teknologi MARA Shah Alam, Malaysia. Saat ini saya sedang melakukan
penelitian yang berjudul "DETERMINANTS OF FRAUD INCIDENCE AND
COPING MECHANISM OF THE VILLAGE FUND SYSTEM IN INDONESIA "
Penelitian ini sangat bermanfaat dan membantu saya untuk memenuhi syarat
menyelesaikan studi dan memperoleh gelar Doktor. Deskrips lengkap tentang diri saya
kami sgjikan berikut ini:

NamaPenditi  : Khoirul Fuad., SE., M.Si., At, CA

Promotor . Dr. Farah Aida Ahmad Nadzri

Co-Promotor . Associate Prof. Dr. Sharina Tgul Urus

Afilias Pendliti : Mahasiswa S3 (Doktoral) di Accounting Research Institute
Universiti Teknologi MARA (ARI UiTM) Malaysia dan Dosen
Fakultas Ekonomi Universitas Idam Sultan Agung
(UNISSULA), Semarang, Indonesia.

Penelitian ini memberikan jaminan bahwa saya (sedlaku peniliti) hanya akan
menggunakan data dan jawaban yang Bapak/Ibu/Saudarali berikan untuk kepentingan
penelitian. Kami berharap Bapak/Ibu/Saudarali dapat mengis kuesioner penelitian ini
paing lambat dua minggu setelah menerima kuesioner ini.  Apabila
Bapak/Ibu/Saudara/l memiliki pertanyaan tentang kuesioner ini, dipersilahkan untuk
menghubungi  Khoirul  Fuad no. WhatsApp 081901200886 atau email
2021421012@student.uitm.edu.my, khoirulfuad@unissula.ac.id .

Terima kasih atas partisipas dan Kerjasama dari Bapak/Ibu/Saudara/i ddam mengisi
kuesioner ini, semoga Allah memberikan balasan berlipat atas kebaikannya.

Wassalamu 'alaikum Warahmatullahi Wabar akatuh

Sdam Hormat,

Khoirul Fuad., SE., M.S.., Ak., CA
(Mahasiswa Program Doktoral, ARl UiTM-Malaysia)
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Bagian A. Profil Demogr afi
. Profil Responden
Mohon kesediaan dari Bapak/Ibu/Saudara/i untuk mengisi dan memberikan tanda (X)

padajawaban yang sesuai:

No Identitas Deskripsi
1 Jenis kelamin Laki - Laki Perempuan
2. Status pernikahan Menikah Lajang
0 - 2 Orang
Jumlah
3 Tanggungan 3-5 Orang
Keluarga 6-7 Orang
ok didik | Elementary School / Diploma/ Dili
4. Tingkat Pendidikan | Junior Hiah School / Bachelor/SI

1 1 Senior High School/ r—] Master/S2

| | <20Tahun | | 21-30Tahun

5 Usia Responden 31-40Tahun 41-50Tahun

51-60Tahun >60 Tahun

< 1 Tahun > - 5 Tahun

6. Lama Menjabat 1 —1 1-2Tahun —1 >5Tahun

Kepala Desa Kaur Keuangan

Sekretaris Desa Operator Siskeudes
7. Jabatan di Desa Bendahara Desa KaurUmumdan

Perencanaan
Kaur Lainnya
Pemerintahan

341



Adops Siskeudes

Sigpa sgakah yang menggunakan Siskeudes di Desa Bapak/Ibu/Saudarali?
{anda dapat memilih lebih dari satu jawaban atau menambahkan jawaban
lainnyd)

Kepala Desa j™aur Keuangan
Sekretaris Desa || Operator Siskeudes
Bendahara Desa

Lannya............ ... ..

Sudah Berapa lama di Desa Bapak/Ibu/Saudara/l menggunakan Siskeudes?

<1 Tahun 2-5 Tahun

1 -2 Tahun > 5 Tahun

Apakah aplikas Siskeudes sudah digunakan secara optima di Desa
Bapak/I bu/Saudara/i?

Optimal Belum optimal

(Jika jawaban Anda " Belum optimal”, tolongjelaskan alasannya?)

Rata-rata, berapa kali desa Bapak/Ibu/Saudara/i menggunakan aplikas
Siskeudes setigp bulannya?

<10 kali 20-30 kali

10-20 kali > 30 kali
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Apa kegunaan aplikas Siskeudes di Desa Bapak/Ibu/Saudarali?
{anda dapat memilih lebih dari satu jawaban atau menambahkan jawaban
lainnyd)

Pencatatan anggaran yang diterima dari pemerintah

Pencatatan pengeluaran desa
Pencatatan pendapatan desa

Pencatatan anggaran dan alokas dana desa

Apakah ada pendampingan terkait penggunaan aplikass Siskeudes yang
dilakukan oleh pemerintah/BPKP di Desa Bapak/Ibu/Saudarali setiap tahunnya?

Belum pernah IK ali

2Kali >3 Kali

Apakah Bapak/Ibu/Saudara/i mengalami kesulitan dalam menggunakan aplikas
Siskeudes?

Ya Tidak

Jikajawaban Bapak/lbu/Saudarali "Ya", apa kesulitan yang dihadapi selama
menggunakan Siskeudes?

{anda dapat memilih lebih dari satu jawaban atau menambahkan jawaban
lainnyd)

Sumber Daya Manusia Infrastrutur kurang memadai
terbatas
Internet / Wi-Fi S stem sulit untuk digunakan

Kurangnya pelatihan Lainnya
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Bagian B. Variabel Pendlitian
Instrumen |: Tekanan

Silahkan pilih salah satu dan berilah tanda silang (X) pernyataan pada kuesioner
dibawah ini dengan mengacu pada skala berikut:

Sangat Tidak Setuju | Tidak Setuju Netral Setuju Sangat Setuju
1 2 3 4 5
TEKANAN Sangat Tidek Satuju Sangat Setuju

Saya sedang mengalami pengeluaran tak
1 | terduga seperti sakit, kecelakaan, atau keadaan 1 2 3 4 5
darurat lainnya

Saya merasa depresi karena beban kerja saya
terlalu berat.

Saya Perlu mengurangi pengeluaran agar
keuangan saya cukup untuk bulan ini.

4 | Saya sebaga tulang punggung keluarga. 1 2 3 4 5
Saya memiliki gaya hidup yang relatif tinggi

5 1 2 3 4 5
atau mewah.

Saya perlu mencari pekerjaan sampingan

untuk memenuhi kebutuhan bulanan.

Saya mengelola Siskeudes sekaligus memiliki
7 | tanggung jawab pekerjaan lain yang harus| 1 2 3 4 5
dilakukan secara bersamaan di desa.

Saya merasa tidak nyaman di tempat kerja
karena adanya Siskeudes.

Saya memiliki informasi yang jelas mengenal

9 | besaran kenaikan ggji, tunjangan, promosi, 1 2 3 4 5

dan sanksi bagi pelaku kecurangan.




Instrumen |1: Peluang

Silahkan pilih salah satu dan berilah tanda silang (X) pernyataan pada kuesioner
dibawah ini dengan mengacu pada skala berikut:

Sangat Tidak Setuju Tidak Setuju Netral Setuju Sangat Setuju
1 2 3 4 5
PELUANG Sangat Tidek Setuju Sangat Sauju

1 | Pencatatan transaksi dapat dilakukan tanpa
persetujuan yang semestinya.

Pencatatan dilakukan pada periode akuntansi
2 | yang tidak sesuai dengan tanggal transsksi | 1 | 2 3 | 4 5
sebenarnya.

Pembagian tugas dan tanggung jawab antara
3 | gparat tidak jelas dan tidak dirinci dengan| 1 | 2 3 4 5
baik.

Beberapa area tidak terjangkau oleh CCTV,
4 | sehingga proses pencatatan transaksi kurang| 1 | 2 | 3 | 4 | 5
terlihat.

Peraturan, prosedur dan instruks tidak
didokumentasikan dengan baik

Pengawasan, pengendalian, dan pemeriksaan
6 | audit tidak memadai dan tidak dilakukan| 1 2 3 4 5
secara teratur.

Menurut pendapat saya, tidak ada sistem
pengawasan yang efektif untuk memastikan

7 | bahwa semua aparat desa menjalanken | 1 | 2 3 /4 5
tugasnya sesuai dengan standar operasiond
prosedur.

8 Fraud berpotens terjadi dalam sistem 1 > 3 4 5
keuangan desa.

9 | Fraud terjadi karena sikap/perilaku pengguna 1 > 3 4 5
sistem.

10 | Kelemahan dalam sistem  keuangan desa 1 2 3 4 5
membuka peluang terjadinya kecurangan.

11 | Hanya satu orang yang memiliki akses ke 1 2 3 4 5
sistem keuangan desa (Siskeudes).




Instrumen I11: Rasionalisas

Silahkan pilih salah satu dan berilah tanda silang (X) pernyataan pada kuesioner
dibawah ini dengan mengacu pada skala berikut:

Sangat Tidek Sauju Tidak Setuju Netrd Suu Sangat Seuju
1 2 3 4 5
RASIONALISAS Sanget Tidek SHyju Senget Sy

Menurut saya, gaji yang saya terima terlalu
1 kecil dibandingkan dengan resiko, banyaknya 11 2 3 4 5
tugas, dan tanggung jawab yang saya miliki di
Desa.

Saya percaya bahwa tidak ada yang akan
2 | dirugikan jika saya menggunakan uang desa| 1 | 2 3 4 5
atau aset kantor untuk keperluan pribadi.

Saya merasa bolen meminjam aset kantor
3 | asalkan dikembalikan dalam kondisi utuh atau | 1 | 2 3 4 5
tidak rusak.

Saya percaya bahwa imbalan dari masyarakat,
4 rekanan, atau rekan kerja adalah bentuk 1| 2 3 4 5
apresias atas layanan balk yang telah saya
berikan.

Saya pikir boleh sga membuat pengecualian
5 | terhadap aturan tertentu untuk mencapai target | 1 | 2 3 4 5
atau menyelesaikan kewajiban saya.

Saya percaya bahwa desa berhutang kepada
6 |saya atas kontribusi saya, dan saya dapat | 1 | 2 3 4 5
meminta imbalan kapan sga.

Saya percaya bahwa jika saya menggunakan
7 | sedikit uang atau aset desa, desa tidak akan | 1 | 2 3 4 5
mengalami kerugian.

Saya merasa layak mendapatkan penghargaan
8 | atas kontribusi saya kepada desa, yang belum | 1 | 2 3 4 5
saya terima.
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Instrumen | V: Kemampuan
Silahkan pilih salah satu dan berilah tanda silang (X) pernyataan pada kuesioner
dibawah ini dengan mengacu pada skala berikut:

Sangat Tidak Setuju Tidak Setuju Netral Setuju Sangat Setuju
1 2 3 4 5
CAPABILITY Sangat Tidak Satuju Sangat SAuju

Dengan jabatan saya saat ini, saya memiliki
kemampuan untuk melakukan fraud.

Saya memiliki pemahaman yang mendalam
2 | tentang sistem pengendalian interna yang | 1 2 3 4 5
terkait dengan jabatan saya saat ini.

Saya memiliki kemampuan untuk meyakinkan
gaf lain untuk mengikuti saran saya.

Kemampuan saya dalam mengerjakan banyak
4 | pekerjaan secara bersamaan memberi saya| 1 2 3 4 5
keuntungan di tempat kerja

Saya mampu mengendalikan stress dengan
efektif.

6 | Saya merasa mudah menggunakan Siskeudes. 1 2 3 4 5

Saya sangat mahir menggunakan S stem

keuangan desa (Siskeudes).

Saya seldu mengikuti training tentang
penggunaan Siskeudes.

9 | Sayabisa dengan cepat memahami Siskeudes. 1 2 3 4 5
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Instrumen V: Etika Kerja Spiritual
Silahkan pilih salah satu dan berilah tanda silang (X) pernyataan pada kuesioner
dibawah ini dengan mengacu pada skala berikut:

Sangat Tidak Setuju Tidak Setuju Netral Setuju Sangat Setuju
1 2 3 4 5
ETIKA KERJA SPIRITUAL Sangat Tidek Setuju Sengat Setuju

Saya percaya pada Tuhan dan berkomitmen
1 |untuk hidup sesuai dengan prinsip-prinsip | 1 2 3 4 5
Ketuhanan.

Saya menyisihkan sebagian penghasilan saya
setiap bulan untuk donasi atau kegiatan amal.

Saya dapat menerima bahwa tantangan di
3 | tempat kerja dapat terjadi dan berusaha untuk | 1 2 3 4 5
menanggapi dengan baik.

Saya berusaha untuk memperbaiki masalah
yang saya hadapi dengan cara yang bermoral.

Sebelum mengkritik  seseorang, saya
5 | menempatkan diri saya sendiri dalam posis | 1 2 3 4 5
mereka.

Ketika menghadapi masalah, saya melihat
6 | semua informas yang relevan sebelum | 1 2 3 4 5
mengambil keputusan.

Saya tetap tenang dan berpikir jernih saat
7 | menyelesaikan masalah, bahkan di saat tertekan | 1 2 3 4 5
secara emosional.

Saya berusaha melepaskan rasa dendam dan
8 | fokus pada solusi yang dapat memperbaiki | 1 2 3 4 5
keadaan.

Saya mengontrol emosi dan menjaga

9 profesionalisme saat menghadapi masalah. ! 2 3 4 S

10 Sayatidak akan melakukan kompromi terhadap 1 5 3 4 5
prinsip-prinsip etika yang saya pegang.

1 Tidak dibenarkan bagi aparat desa untuk terlibat 1 5 3 4 5

dalam pengelolaan uang desa yang tidak tepat.

Ketika harus memilih antara apa yang benar dan
12| gpa yang menguntungkan saya, saya akan | 1 2 3 4 5
memilih yang benar.

Tindakan saya konsisten dengan prinsip etika,

13 . . 1 2 3 4 5
apa pun situasinya.

14 Saya akan mengatakan yang sebenarnya 1 5 3 4 5
meskipun ada risiko bagi diri saya.

15 Sistem keuangan desa (siskeudes) mendorong 1 5 3 4 5

saya untuk menjaga etika kerja yang tinggi.
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Instrumen VI: Fraud Incidentsin the Village Fund System

Silahkan pilih salah satu dan berilah tanda silang (X) pernyataan pada kuesioner
dibawah ini dengan mengacu pada skala berikut:

Sangat Tidak Setuju | Tidak Setuju Netral Setuju Sangat Setuju
1 2 3 4 5

FRAUD INCIDENTSSYISIEII_;I\-IAE VILLAGE FUND . Tidek Settju . Senju

Terdapat kgjadian fraud dalam penggunaan

sistem keuangan desa.

Tingkat keadian fraud dalam penggunaan

dana desatinggi.

Terdapat banyak transaks di desa yang
rentan terhadap insiden fraud.

Korupsi, kolusi, dan nepotisme merupakan
4 | Jenis fraud yang paling umum terjadi di 1 2 3 4 5
desa.

Di desaini, saya melihat/pernah mengetahui
bahwa aset kantor digunakan untuk
keperluan pribadi (kendaraan, printer,
komputer, dil.).

Di desa ini, saya yakin/percaya bahwa kas
desa digelapkan atau diselewengkan.

Saya yakin ada beberapa informasi dalam
laporan keuangan dana desa yang
disembunyikan atau tidak disgikan secara
akurat.

Saya mengetahui adanya kesalahan
8 | penygian yang sering terjadi, dan kesalahan 1 2 3 4 5

tersebut diperbaiki beberapa hari kemudian.

Meski telah menggunakan Sistem Keuangan
Desa (Siskeudes), fraud masih dapat terjadi
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Bagian C. Mekanisme Penangangan Insiden Kecurangan

1) Pernahkah Bapak/Ibu/Saudara/i menemukan adanya insiden/peristiwa kecurangan

di Desa?
Tidak pernah 4-5 kali
Sekdli >5 kdi
2-3 kali

2) Seperti apakah insiden/peristiwa kecurangan tersebut?
{anda dapat memilih Iebih dari satujawaban atau menambahkanjawaban lainnyd)

Menyalahgunakan properti, atau menghindari peraturan, hukum, atau kebijakan
pemerintah

Penyuapan
Melakukan transaksi tanpaizin

Laporan pengeluaran yang dilebih-lebihkan
Memalsukan laporan pendapatan
Barang/jasa tidak dibayar

Mark-up harga barang

Memproses faktur palsu

Pencurian

Pencurian persediaan barang dagangan atau peralatan

3) Apakah ada sebuah mekanisme penanggulangan di Desa Bapak/Ibu/Saudarall agar
kgadian kecurangan (fraud) bisa diminimalkan/dikurangi?

Sudah ada Belum ada

(Jika Anda menjawab " sudah ada", anda dapat memilih lebih dari satujawaban
atau menambahkanjawaban lainnyapadapillihanjawaban dibawah ini)
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Jenis M ekanisme

* Pengendalian

Kebijakan dan

Pelatihan dan

Audit dan Inspeks

Tindakan Disipliner

Lainnya

Pemisahan tugas

Persetujuan berdasarkan hierarki
Pembatasan akses sistem

Penyaluran dana secara bertahap
Venfikas dari pemangku kepentingan

Kode etik yang jelas

Pembaruan sistem

Pemeliharaan sistem

Laporan trangparan kepada pemangku
Pengawasan anggaran oleh pihak independen
Laporan akuntabilitas

Pelatihan etika
Kampanye etika
Pegawal yang berkualifikas

Audit dari Inspektorat
Audit dari KAP (Kantor Akuntan Publik)

Sanks
Pemutusan hubungan kerja

Tindakan hukum

TERIMA KASIH

Partisipasi Bapak/Ibu/Saudar/i ddlam mengisi kuesioner ini sangat saya hargai.
Apabila ada saran dan komentar, silahkan is kolom berikut:
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APPENDIX 2

Research Ethics
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MARA
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Reference : 600-TNCPI (5/1/6)
Our reference : REC/07/2023 (PG/MR/258)

Date : 24 July 2023

Or Farah Aida binti Ahmad Nadzri
(Fuad Khoirul - 2021421012)
Accounting Research Institute (ARI)
Level 12. Menara SAAS

Universiti Teknologi MARA (UiTM)
40450 Shah Alam

SELANGOR

Dear Dr Farah Aida.

APPROVAL LETTER - UITM RESEARCH ETHICS COMMITTEE

Thank you for submitting your research proposal to the Research Ethics Committee (REC). After
considering your application, the Committee approved your proposal titled 'Determinants of Fraud
Incidents and Coping Mechanisms for Village Fund System in Indonesia" at vilages in Central

Java. Indonesia.

Details of the approval are as follows:

Ref. number: FAr JT.-13:3 polRiN-
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Authorised personnel: 1. Dr Farah Aida binti Ahmad Nadzn
2. Fuad Khoirul

The UiTM Research Ethics Committee operates in accordance to the ICH Good Clinical Practice
Guidelines. Malaysian Good Clinical Practice Guidelines and the Declaration of Helsinki. The
approval of this project is conditional upon your continuing compliance with these guidelines and

declaration.

We draw to your attention the requirement that a report on tNs research, must be submitted every
12 months from the date of the approval or on the completion of the project, whichever occurs first.
Failure to submit reports will result in withdrawal of consent for the project to proceed.
Amendments, if any. to the study documents are to be submitted to the REC for approval.

If you require further information, please contact the REC Secretariat at 03-55448069/03-

55442794 or email at recsecretariat@uitm.edu.my.

Yours sincerely.

EMERITUS PROFESSOjJ/OATO DR RAYMOND AZMAN ALI
Chairman
UiTM Research Ethics Committee

c.c: Director. Accounting Research Institute (ARI). UiTM
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