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High lights

financial accountability.

- Transparency, reliability, and acceptability of financial reports in public institutions play a fundamental role in improving the level of

- Implementation of government accounting standards, establishment of an effective internal control system, and utilization of competent
human resources are considered to be the most important factors in improving the quality of financial reporting.
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ABSTRACT
Subject and Purpose: The main objective of this research is to examine the role of
implementing public sector accounting standards, establishing internal control
systems, and the competency of human resources in enhancing the transparency,
reliability, and financial accountability of public institutions.
Research Method: This study is applied in nature, employing a descriptive-
correlational method with a survey-based approach. The statistical population
includes financial and accounting experts from the executive organizations of
Shahinshahr and Meymeh County. A purposive sampling method was used to select
100 participants during the second half of 2024 and the first half of 2025. Data were
collected through a five-point Likert scale questionnaire, with validity confirmed by
experts and reliability validated through Cronbach’s alpha coefficient. The data
analysis was performed using a multivariate causal model.
Research Findings: This study investigates the impact of three key factors—implementation of
public sector accounting standards, internal control systems, and human resource competence—
on the quality of financial reporting. The findings demonstrate that all three factors exert a positive
and statistically significant effect on enhancing financial reporting quality; however, the
magnitude of their influence varies. Each factor contributes from a distinct perspective to
improving the transparency, reliability, and usefulness of financial information. The results
indicate that the implementation of public sector accounting standards has the strongest effect on
the quality of financial reporting. These standards promote consistency, transparency, and
comparability of financial information, thereby facilitating informed decision-making by
stakeholders and reducing ambiguity and misinterpretation. By establishing clear and uniform
accounting principles, the standards enhance the credibility and clarity of financial reports. Internal
control systems represent the second most influential factor. Effective internal controls play a
critical role in identifying, preventing, and correcting errors and irregularities, which significantly
enhances the reliability of financial reports. Well-designed control mechanisms ensure that
financial processes are conducted systematically and are subject to continuous monitoring,
thereby reducing the risk of material misstatements and strengthening accountability within public
sector organizations. Human resource competence also has a significant and positive impact on
financial reporting quality. Employees possessing adequate knowledge, skills, and professional
experience are better equipped to correctly apply accounting standards and comply with
established procedures. Their competence improves the accuracy and precision of financial data
processing, which ultimately contributes to higher-quality financial reporting outputs.
Originality and Contribution to Knowledge: In terms of originality and
contribution to knowledge, this study addresses an important gap in the literature by
simultaneously examining the combined effects of public sector accounting
standards, internal controls, and human resource competence on financial reporting
quality. The findings underscore the necessity of strengthening these three
dimensions in an integrated manner to enhance financial transparency, improve
accountability, and support good governance in the public sector.
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Introduction

Financial reporting in government
financial systems serves as a fundamental
tool for ensuring accountability,
transparency, and informed decision-making.
The quality of these reports functions as a
critical indicator of the accuracy, reliability,
and credibility of financial information,
profoundly affecting public trust, fiscal
integrity, and the effectiveness of economic
policy. High-quality financial reporting
enhances resource allocation, strengthens
transparency, and improves the efficiency of
public governance (Habibi et al., 2022).
However, in Iran, the financial reports of
many public sector institutions fall short of
established standards due to deficiencies in
operational processes, non-compliance with
accounting regulations, inadequate internal
control systems, and insufficiently skilled
human resources. These gaps not only
compromise report quality but also increase
the risk of financial mismanagement,
corruption, and reduced institutional
credibility (Mohammadi et al.,, 2010).
Regulatory bodies such as the Supreme Audit
Court and the Iranian Organization of
Auditing have repeatedly highlighted the
importance of improving financial reporting
quality.

This study focuses on three critical drivers
of financial  reporting quality:  the
implementation of governmental accounting
standards, the establishment of effective
internal control systems, and the enhancement
of human resource competency (Yesbarianus
Parindingan et al., 2024). Governmental
accounting standards provide a structured
legal and technical framework for producing
reliable, transparent, and comparable financial
information. Proper application of these
standards  ensures  consistency  across
institutions, facilitates accurate performance
assessment, and supports evidence-based
decision-making. Nonetheless, research in
Iran and internationally indicates that poor

oversight, limited professional training, and
lack of organizational incentives can hinder
full compliance and reduce report reliability
(Wulandari & Rahmadani, 2024). Cultivating
an organizational culture committed to
transparency, effective supervision, and
continuous professional development s
therefore essential for realizing the benefits of
these standards (Sitanggang et al., 2025).

Internal control systems, as a core element
of financial reporting, directly influence the
reliability of financial information. By
identifying, evaluating, and mitigating
financial risks, these systems prevent errors,
detect fraud, and enhance transparency. The
Committee of Sponsoring Organizations of
the  Treadway  Commission (COSO)
framework highlights five key components—
control environment, risk assessment, control
activities, information and communication,
and monitoring—which align with agency
theory by reducing information asymmetry
(Ziorklui et al., 2024). Weaknesses in any
component can undermine internal control
effectiveness and compromise report quality,
particularly in resource-constrained
environments lacking ongoing training and
financial expertise (Renaldo & Augustine,
2022; Marota & Johari, 2025).

Human resource competency represents
another pivotal factor in public sector
accounting. According to the resource-based
view, skilled personnel constitute a strategic
asset for operational quality. Competent
accountants possess technical knowledge,
analytical skills, and adaptability to evolving
regulations, which are critical for accurate
reporting and compliance. Agency theory also
highlights human competency as a mechanism
to reduce information asymmetry and enhance
accountability (Nafisah et al., 2023).
Empirical studies show that insufficient
training, limited professional development,
and inadequate incentive structures diminish
reporting quality. Therefore, enhancing
human resource competency is integral to the
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effective implementation of accounting
standards and internal controls (Afdila et al.,
2023; Muhrodin et al., 2024).

Collectively, the synergy of governmental
accounting standards, robust internal controls,
and skilled human resources constitutes the
foundation for high-quality, transparent, and
accountable financial reporting in public
sector institutions.

Materials and Methods

This study is applied in terms of its
objective and descriptive-correlational in
terms of its methodology, conducted using a
survey approach. The statistical population
consists of financial and accounting
professionals working in executive bodies and
public institutions in Shahin Shahr and
Meymeh County. A purposive sampling
method was employed, and due to the limited
size of the population, a sample of one
hundred experts was selected. The data
collection tool was a five-point Likert scale
guestionnaire specifically designed to measure
the research variables. The validity of the
instrument was assessed through expert
judgment and specialist review, while its

reliability was examined using Cronbach’s
alpha coefficient and internal consistency
analysis. To analyze the data and explore
relationships among variables, multivariate
analysis based on a structural causal modeling
approach was utilized. In this study, the
quality of financial reporting was considered
as the dependent variable, while the three
independent  variables included  the
implementation of governmental accounting
principles, the internal control system, and the
competency of human resources.

This study investigates three research
hypotheses formulated as follows:

Hypothesis 1: The implementation of
governmental accounting standards has a
significant and positive effect on the quality of
financial reporting.

Hypothesis 2: Internal control systems
have a significant and positive effect on the
quality of financial reporting.

Hypothesis  3: Human  resource
competency has a significant and positive
effect on the quality of financial reporting.

Interpretation of the hypotheses has been
analyzed according to the following
conceptual model.

Accounting Standards

Humon Resowrce
Competency

%%

Internal Control Systems

Fimancial reporidng in
pubfic institutions

Results and Discussion

The conceptual model of the study was
assessed to examine the impact of three
independent variables—implementation of
government accounting standards, internal
control systems, and human resource
competency—on the quality of financial
reporting. The evaluation was conducted in

several stages. Initially, the model’s validity
was assessed. At the indicator level,
convergent validity was measured using factor
loadings of the questionnaire items, all of
which exceeded 0.4, indicating that the
indicators adequately represent the constructs
in the research model. At the latent variable
level, the Average Variance Extracted (AVE)
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for all constructs exceeded 0.5: government
accounting standards 0.509, internal control
systems 0.570, human resource competency
0.552, and financial reporting quality 0.541.
These  results  demonstrate  sufficient
convergent validity, confirming that the
constructs effectively explain the variance of
their respective indicators. For discriminant
validity, the Fornell-Larcker criterion was
employed. The square roots of AVE values
along the main diagonal of the correlation
matrix were higher than the corresponding
inter-construct correlations, indicating
adequate discriminant validity and confirming
the distinctiveness of the constructs. In terms
of reliability, both Cronbach’s alpha and
composite reliability were evaluated. All
constructs had Cronbach’s alpha values above
0.7: financial reporting quality 0.85,
government accounting standards 0.82,
internal control systems 0.88, and human
resource competency 0.80, demonstrating
satisfactory reliability of the questionnaire.
Composite reliability values for all constructs
also exceeded 0.7, further confirming the
internal consistency of the measures. The
model fit was evaluated using regression
coefficients, which indicated that all
independent variables had a positive and
significant effect on financial reporting
quality. The strongest effect was observed for
government accounting standards (B = 0.433),
followed by human resource competency (f =
0.385) and internal control systems (f =
0.363). The coefficient of determination (R?)
for financial reporting quality was 0.919, and
the model’s predictive power was 0.672,
demonstrating the model’s high explanatory
and predictive capability. The t-statistics for
all paths exceeded the critical value of 1.96,
confirming the significance of the
relationships: human resource competency
6.950, government accounting standards
6.667, and internal control systems 6.500.
These results indicate that all three
independent variables have a strong and

statistically significant effect on financial
reporting quality. Ultimately, based on the
final results, all research hypotheses were
supported. The findings demonstrate that the
implementation of government accounting
standards, the strengthening of internal control
systems, and the enhancement of human
resource competency directly improve the
quality of financial reporting in public
institutions, playing a pivotal role in
transparency, accuracy, and financial
accountability.

Conclusions

Transparency, reliability, and credibility of
financial reporting in public institutions play a
fundamental role in enhancing financial
accountability. The implementation of
government accounting standards, the
establishment of effective internal control
systems, and the utilization of competent
human resources are among the most
significant factors influencing the quality of
financial reporting. Accordingly, the primary
objective of the present study is to examine the
impact of implementing  government
accounting standards, the efficiency of
internal control systems, and human resource
competency on the quality of financial
reporting.

This study was conducted in public
institutions, including governmental and
semi-governmental organizations in
ShahinShahr and Meymeh, during the second
half of 2024 to the first half of 2025. Data
were analyzed using structural equation
modeling (SEM) with the Partial Least
Squares (PLS) software. The findings
indicate that the implementation of
government accounting standards has a
positive and significant effect on the quality
of financial reporting in public institutions.
Adherence to these standards enhances
transparency, accuracy, and reliability of
financial information, enabling regulatory
bodies and decision-makers to assess
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financial performance more accurately.
Theoretically, these results align with the
principles of public sector accounting, as
government standards provide a coherent
framework for recording and presenting
financial information, playing a critical role
in promoting financial accountability.
However, the full realization of these
standards’ objectives requires efficient
information infrastructure,  specialized
training, and institutionalization of a
transparency-oriented culture within
organizations.  Overall, the findings
emphasize that strengthening the
implementation of government accounting
standards is a key factor in improving
financial reporting quality and increasing
public trust in the financial performance of
public sector entities. These results are
consistent with the studies of Anyinaya and
Onubiko (2025), Sitanggang et al. (2025),
Karttika and Ningsie (2024), Volandari and
Rahmandani (2024), Yini et al. (2024),
Hamzeh et al. (2023), Masoumi and
Masoumi (2024), and Shokripour (2024).
Furthermore, the results of the second
hypothesis indicate that internal control
systems play a fundamental role in enhancing
financial reporting quality. Strengthening
these systems increases the accuracy and
reliability of financial information and
prevents errors, irregularities, and financial
misappropriations.  Theoretically, internal
control serves as a foundation for financial
transparency and a key factor in building trust
in governmental organizations, facilitating
effective  accountability. By providing
efficient oversight of financial processes,
internal control reduces financial and
managerial risks and supports informed
decision-making. In other words, the stronger
and more effective the internal control
structure, the higher the reliability and
transparency of financial reports.
Consequently, the study highlights the
importance of investing in the development of

control infrastructure, training personnel, and
promoting a transparency-oriented
organizational culture to sustainably enhance
financial reporting quality and resource
management in the public sector. These
findings are consistent with the studies of
Jamaluddin and Hakim Motgem (2025),
Chery and Tarjo (2024), Zivorklou et al.
(2024), Yini et al. (2024), Ronaldo and
Agustin (2022), and Eskandari and Abbasi
(2024).

Finally, the findings of the third
hypothesis reveal that human resource
competency has a positive and significant
effect on the quality of financial reporting in
public institutions. The higher the
knowledge, skills, and expertise of financial
personnel, the greater the accuracy,
reliability, and credibility of financial
reports, resulting in more transparent and
trustworthy  information.  Theoretically,
skilled and knowledgeable human resources
are among the organization’s most valuable
assets, playing a central role in the production
and analysis of financial information.
Professional competency facilitates the
proper implementation of accounting
standards, precise adherence to financial
regulations, and enhanced organizational
accountability. Therefore, developing human
capital  through  continuous training,
attracting specialized personnel, and creating
motivational incentives is essential for
improving financial reporting. These results
emphasize the need to invest in enhancing
employee skills and institutionalizing a
professional  culture, enabling public
institutions to produce accurate, transparent,
and reliable financial reports. The findings
are consistent with the studies of Zivorklou et
al. (2024), Karttika and Ningsie (2024), Yini
et al. (2024), Sieputri et al. (2024), Mohrudin
et al. (2024), Nafiseh et al. (2023), Pospasari
and Contadi (2023), Hosseini Sarani et al.
(2024), and Mehrinejad and Kazemidoost
(2023).
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