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Abstract

Changes in performance measurement models focussing on financial orientations to one
that combines both financial and non-financial aspects are expected to produce
comprehensive performance information that is useful for managers in managing their
organization. The move towards this change is also expected to promote greater
accountability and reflects that stewardship of public funds are well executed in the best
interests of the public. This study aims to ascertain the effectiveness of Government Agency
Performance Accountability Report (LAKIP) performance measurement model implementation in
the capital city of Gorontalo state namely Gorontalo City Government. This research uses
qualitative research method with a study case approach. Data obtained via documents,
observations and interviews conducted, were analyzed by using content analysis technique.
The results indicated that the effectiveness of LAKIP performance measurement model is
still questionable as focus is still mainly on financial performance measurement.
Improvisation needed comprise of having more clear-cut reporting and monitoring
including performance audit.
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I. Introduction: Regional autonomy which gives freedom to local governments in
managing their respective governments based on Regional Government Law No 22 (1999)
and Regional Government Law No 25 (1999) include also in the matters regarding regional
financial resources. With the enactment of these two laws, local governments including the
Gorontalo municipality government, is expected to govern with financial support derived
mainly from local revenues. However, after regional autonomy has been awarded, it was
found that government activities of Gorontalo city government were still not fully funded
from local revenues, but mainly financed by the central government of Indonesia.
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The financial performance of Gorontalo City Government over the last three years
indicated that local revenues only constituted 16% (in 2015), 17.5% (in 2016) and only
reach 18.17% (in 2017) of total expenditure required respectively (Ministry of Finance of
Republic of Indonesia, 2018). The small, limited yet slight increments in the amount
according to Sri Mulyani (2017) and Yusuf (2018) were caused by local governments
including that of the Gorontalo City Government inclination to aim their spending at
achieving only programme output rather than extending then to the level of benefits and
impacts to society.

The orientation of having public programmes designed solely to achieve performance
only at the level of output is not in line with the aim performance measurement model set
by the central government of Indonesia. The current performance measurement model used
is the Government Performance Accountability Report (LAKIP) prescribed by the
Presidential Instruction No. 7 of 1999. The indicators specified to be used in measuring
performances in LAKIP model include the input; process; output; outcome; benefits and
impacts of programmes to the community. This suggests that from input to impacts,
performance measurement objectives set in running programmes and activities using public
money need to pay attention to the measurement of financial performance as well as non-
financial achievements. This is similar to what is required by performance measurement
model used in the private sector under the concept of New Public Management (Hood,
1991; Osborne and Gaebler, 1992).

Il. Literature Review: Performance is a result obtained through quality of actions
appropriate to the organization's needs (Armstron and Baron, 1989; Robbins, 1996;
Dubnick, 2005; Bouckaert and Halligan, 2008). Similarly, Gordon (1993); Briggs (1997);
and Gibson and Donelly (1996) suggest that performance is an achievement of vision by
using owned resources. More specifically, Neely, Gregory, Platts (1995); and Daft (2000)
states that performance is an organizational ability to use existing resources effectively and
efficiently to produce output and outcomes. Thus, organizational performance according to
Keban (2004); and Rivai and Basri (2005) can be understood as to what extent a group has
carried out all major activities so as to achieve the vision of the organization.

Based on the description that has been made, it can be concluded that performance is a
result of the implementation of organizational programmes by using organizational
resources effectively, efficiently and economically; and which can be known through
performance measurement. Hansen and Mowen (2004) and Niven (2008) described
performance measurement as important in order to determine the extent to which the
organization's vision has been achieved. In addition, the opinion of Behn (2003); Marr
(2008); Meyer (1994) stated that the measurement of performance is a process of action in
obtaining understanding of the glory of the organization based on the vision that has been
established by integrating the financial aspects and non-financial aspects in performance
measurement.

Volume-V, Issue-II January 2019 85



The Indonesian Lakip Performance Measurement Model ... Mattoasi & R. S. Samsudin

The need for public managers to perform while helming public organizations can be
associated with stewardship theory. Van-Slyke (2006) refers to it as a theory that propose
managers, left on their own, will act as responsible stewards of the resources they control.
Thus, this theory is an alternative view of agency theory, in which managers are assumed to
act in their own self-interests at the expense of shareholders. Unlike agency theory,
stewardship theory examines relationships and behaviors stressing on collective, pro-
organizational, where higher value is placed on goal convergence rather than on agent self-
interest. Rather than managers being motivated by individual goals, they assume role of
stewards whose motives are aligned with the objectives of their organization or public at
large (Donaldson and Schoorman 1997; Van-Slyke, 2006).

Along these lines, Stewart (1984) and Tomkins (1987) argued that the form of
accountability of organizational leaders as developers of trust (Donaldson and Davis, 1991)
can be seen on how they manage the organization thoroughly by use of organizational
resources. Based on the description that has been made, it is also in line with Ghobadian and
Ashworth (1994); and Zairi (1994) who suggested that performance measurement is an
activity to obtain information that is needed by the leadership in managing the organization.
This is important because according to Talbot (2010); Broadbent and Laughlin (2009) any
defined performance measurement model is expected to produce information that can be
used by the organization's leaders in planning, performance measurement and performance
appraisal.

How important the organization is in setting performance measurement models, Kroll
(2015); Bryde (2003); Mir and Pinnington (2013;2014); Hourneaux, Carneiro-da-Cunha,
and Hamilton (2017) have the views that performance measurement model is a tool used by
the organization's leadership to obtain information in accordance with the needs in
managing the organization. However, Albach, Meffert, Pinkwart and Reichwald (2015);
Chatzoglou, Chatzoudes, Vraimaki, and Diamantidis (2013), Rajnoha, Lesnikova, and
Korau§ (2016); and Morrison (2016) proposed that it is more that that as the use of
appropriate performance measurement models can help leaders gain insights into the
effectiveness of an organization.

In order to provide quality information that the leadership of the organization needed in
managing the organization, Draghici, Popescu, and Gogan (2014); Ivanova and Avasilcai
(2014) argue that selection of appropriate performance measurement models can positively
impact the organization. As for the performance measurement model of the Government
Institution Performance Accountability Report (LAKIP) used in Gorontalo City-Indonesia
was stipulated under Presidential Instruction No. 7 of 1999. Implemented after a system of
regional autonomy governance was awarded 19 years, the performance targets aim for of
inputs, processes, outputs, outcomes, benefits and impact performance. With most
literatures on performance measurement models (Kaplan and Norton, 1992; Wayne, 2011)
saw the evolution of measurements from financial to also cover non-financial to value
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creation, the emphasis has also move from just looking into accounting to accountability
and also integrity.

Under this context, the issue is whether the Gorontalo City’s performance has similarly
evolved in terms of measurements and also focus over the last 19 years as accounted by
literatures over the years (financial, non-financial, and integrity with expected
measurements moving from output to outcome, impacts, and benefits respectively). This
study aims at identifying whether the implementation of LAKIP performance measurement
model by the Gorontalo City Government has been effective, taking into accounts it has
been established 19 years ago with the aim of having the programmes and activities funded
by the limited funds benefited the community.

I11. Finding: Data were obtained from documentary evidences as well as interviews data.
The interviews were conducted with 30 Unit and Programme Heads of Gorontalo City
Government. Documents and transcriptions were analyzed using content analysis as
prescribed by Creswell (2013) and Miles, Huberman and Saldana (2013). Performance
reporting document data based on LAKIP shows that the reporting of local government
performances each year mostly covered the financial performance alone, prioritizing on the
output aspect.

Documentary evidence in the form of Government Regulation no. 8 of 2006 stated that
the measurement of local government performance focus on budget realization report;
namely balance sheet; cash flow statements and notes to the financial statements. In
addition, even during the implementation of regional autonomy until now, the City
Government of Gorontalo only reported on the yearly performance based on Government
Regulation no 71 of 2010 which is on Government Accounting Standards. This report
includes budget realization reports; balance sheet; cash flow statement; the statement of
changes in equity; and notes to the financial statements.

The results obtained from the document data are also supported by interview data.
Informant (KB-01; KB-02) for example who has a position as as ahead of section, reiterated
that:

[...The effectiveness of the LAKIP performance measurement model used by

Gorontalo city government during regional autonomy has only been implemented in

the financial performance stage...] (KB-01).

[...Performance measurement model of LAKIP used by local government of
Gorontalo City to measure and improve performance after regional autonomy, still
focus on financial performance measurement only..] (KB-02).

Based on the results of interviews, the performance measurement model used by the
Gorontalo City Government during the regional autonomy until now still focused on the
measurement of financial achievement with performance targets achieved only reaching the
stage of output performance. The results of interviews with informants, including one who

served as chairman of the programmes stated that the achievement measurement of LAKIP
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model by the Gorontalo City Government today still focused on financial performance (Kp-
02) as he stated:
[...The effectiveness of LAKIP performance measurement model to the top of Bandar
Gorontalo's empire has been impressive so that to the stage of achievement of
output..] (Kp-02).
The same opinion is also obtained from informants including two who hold the positions as
secretary (SU-01, SU-02) of the Units. They consistently emphasized that:
[...The effectiveness of the LAKIP performance measurement model used today in
Gorontalo City Government focuses only on financial performance..] (SU-01).
[...Performance measurement model LAKIP used at this time still focus more on
financial performance in reporting organizational performance..] (SU-02).

They have used a performance-based budget in preparing each programme (Biondi dan
Lapsley, 2014; Lapsley dan Rios, 2015) but findings of this study also found that one of the
main causes for the ineffectiveness of LAKIP performance measurement models is that the
performance of various programmes conducted were still limited to output performance
targets, as they are still focused on financial performance. According to Hood (1991) and
Osborne and Gaebler (1992) it is important for organizations to adopt a performance
measurement model as used in private sector organizations, so that every organizational
resources can be managed properly (Donaldson dan Davis, 1991).

The results of this study are also in line with Prasojo's (2014); Sri-Mulyani (2017) who
argued that the failure of local governments in the reform era is due to the inclination to use
of the budget to achieve only stage of output performance without any desire to achieve
better performance stages such as outcome, benefits and impacts to society. Previously,
Kaplan and Norton (2001) proposed that financial together with non-financial aspects may
be considered by the organization's leadership in looking into performance measurement.
Niven (2008) cautioned that performance measurement is no longer appropriate if it only
pays attention to the financial aspects.

Based on Stewart’s (1984) Ladder of Accountability, data established from
documentary evidence and trascriptions were reflected bearing in mind programmes mainly
achieved output level instead of benefits and impacts, and mapped to the level of
accountability achieved bring about the following results as summarized in the Table 1.

Table 1
Ladder of Accountability
Accountability Under Garontalo City Government Context
1 Policy Accountability Executed/ Took place
(Presiden Instruction No.7 Tahun 1999)
2 Programme Executed/ Took place
Accountability (Being fixed at planning stage through implementation of

LAKIP)
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3 Performance Not fully executed/ Partially took place
Accountability (Targeted performance clearly identified but the aims and
measurement are inclined towards financial only).
4 Progress Accountability Partially took place

(A system in place, targeted performance identified, but
reporting and monitoring is vaguely took place).

5 Probity Accountability Not Executed/ Did not take place
(Performance audit not done)

Source: Stewart’s (1984)

IV. Conclusion: After 18 years being introduced, the performance measurement model
used by Gorontalo City Government still focuses on the measurement of financial
performance leading to programmes designed still incline to reach the target of output
performance only. If the finding is associated with stewardship theory by Donaldson and
Davis (1991), Gorontalo City Government as the steward of limited public resources has not
been entirely successful in managing resources by tapping on the information provided in
the LAKIP performance measurement model to increase performance.

In addition, if findings were to relate to accountability theory by Steward (1984) and
Tomkins (1987) Ladder of Accountability, it can be concluded that the level of
accountability achieved is only up to the level of programme accountability. The progress
accountability is not fully done as reporting is still inclined towards financial information
only (output), whilst monitoring of programmes is more focus on output rather than impact.
Hence, the assumptions of stewardship theory which presume that long-term contractual
relations are developed based on trust, reputation, collective goals, and involvement where
alignment is an outcome that results from relational reciprocity may not be fully realised as
performance goals achieved mainly only reached the stage of output achievement. The
Gorontalo City Government has yet to have a better reporting and monitoring system as
well as having performance audit conducted for its programmes and activities so that.

References:

1. Albach, H., Meffert, H., Pinkwart, A., & Reichwald, R. (2015). Management of
permanent change. London: Springer Gabler. http://doi.org/10.1007/978-3-658-
05014-6 ISBN

2. Armstron and Baron. (1989). Performance Management: The new realistis. London:
Institut of personnel and development.

3. Behn, R. (2003). Why Measure Performance? Different Purposes Require Different
Measures.https://doi.org/10.1111/1540-6210.00322

4. Biondi, L., & Lapsley, I. (2014). Accounting, transparency and governance: the
heritage assets problem. Qualitative Research in Accounting & Management, 11(2),
146-164. http://doi.org/10.1108/QRAM-04-2014-0035.

Volume-V, Issue-II January 2019 89



The Indonesian Lakip Performance Measurement Model ... Mattoasi & R. S. Samsudin

5.

10.

11.

12.

13.

14.

15.

16.

17.

18.

Bouckaert, G & Halligan, H. (2008). Managing performance: international
comparisons ISBN 978 0 415 423953; 464 p; New York: Routledge.
doi.org/10.1177/10384111100480020702

Briggs, M. (1997). Type Indicator and dental school performance. Journal of Dental
education December, 61 (12) 928-933.

Broadbent, J., & Laughlin, R. (2009). Performance management systems: a
conceptual model. Management Accounting Research, 20(4), 283-295.
http://doi.org/10.1016/j.mar.2009.07.004

Bryde, D. (2003). Modelling project management performance. Project management
Performance, 20(2), 229-254. http://doi.org/10.1108/02656710310456635
Chatzoglou, P., Chatzoudes, D., Vraimaki, E., & Diamantidis, A. (2013). Service
quality in the public sector: the case of the citizen’s service centers of Greece.
Prodromos Chatzoglou, Dimitrios Chatzoudes, Eftichia Vraimaki and Anastasios
Diamantidis, 62(6), 583-605.

Creswell, J. (2013). Qualitative inquiry and research design. Chosing among five
approaches (3rd Ed.). London: Sage publication Inc. http://doi.org/10.1111/1467-
9299.00177

Daft,R.L.(2000). Organization Theory and Design. (7th ed.) South-Western College
Publishing, Thomson Learning. U.S.A.

Van Slyke, D. (2006). Agents or stewards: Using Theory to Understand the
Government-Nonprofit Social Service Contracting Relationship. Journal of Public
Administration Research and Theory, Volume 17, Issue 2, 1 April 2007, Pages 157—
187, https://doi.org/10.1093/jopart/mul012

Davis, J.H., & Schoorman. (1997). The distinctiveness of agency theory and
stewardship theory. Academy of Management Review, 22, 611-613.

Donaldson, L., & Davis, J. (1991). Stewardship theory or agency theory: Australian
Journal of Management, 16(1), 49-64.

Draghici, A., Popescu, A., & Gogan, L. (2014). A proposed model for monitoring
organizational performance. Procedia-Social and Behavioral Sciences, 124(0), 544
551. http://doi.org/10.1016/j.sbspro.2014.02.518

Dubnick, M. (2005). Accountability and the promise of performance: In search of
the mechanisms. Public Performance and management review, 28, 376-417.
Ghobadian, A., & Ashworth, J. (1994). Performance measurement in local
government-concept and practice. International Journal of Operations &
Production Management, 14 (5), 35-51. http://doi.org/10.1108/01443579410056786
Gibson, J; Ivancevich, J & Donnelly, J. (1996). Organisasi Perilaku Stuktur dan
Proses, Jakarta: Binarupa Aksara.

Volume-V, Issue-II January 2019 90


https://doi.org/10.1093/jopart/mul012
http://doi.org/10.1108/01443579410056786

The Indonesian Lakip Performance Measurement Model ... Mattoasi & R. S. Samsudin

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

Gordon, G. G. and E. Christensen. (1993). Industry Influences on the Relationships
between Management Culture and Performance. Paper presented at the National
Meeting of the Academy of Management, Atlanta, GA.

Hansen, D & Mowen, M. (2004). Management accounting. (7th ed). South-
Western Publishing

Hood, C. (1991). A public management for all seasons? public administration,
69(1), 3-19

Hourneaux, F., Carneiro-da-Cunha, A., & Hamilton, L. (2017). Performance
measurement and management systems: different usages in Brazilian manufacturing
companies. Managerial Auditing Journal, 32(2), 1-18.
http://doi.org/doi/pdfplus/10.1108/MAJ-11-2015-1277

Instruksi Presiden Republik Indonesia No. 7 pada Tahun 1999 tentang akuntabilitas
kinerja instansi pemerintah, Pp1-4. http://jatim.kemenag.go.id/file/file/per.ttg PNS/.
Ivanova, C., & Avasilcii, S. (2014). Performance measurement models: an analysis
for measuring innovation processes performance.Procedia-Social &Behavioral
Sciences, 124, 397-404. http://doi.org/10.1016/j.sbspro.2014.02.416

Kaplan, R. & Norton, D. (2001), The strategy focused organization. How Balanced
Scorecard companies thrive in the new business environment, Harvard Business
School Press, Boston, MA.

Keban, T. (2004). Enam dimensi strategis administrasi publik, konsep, teori dan isu.
Gava Media. Yogyakarta.

Kementerian keuangan bagian direktorat jenderal perimbangan keuangan republik
Indonesia (2017). http://www.djpk.depkeu.go.id/. Dimuat turun pada tarikh 09 Feb.
2017.

Kroll, A. (2015). Drivers of performance information use: systematic literature
review and directions for future research. Public Performance & Management
Review, 38(3), 459-486. http://doi.org/10.1080/15309576.2015.1006469

Lapsley, 1., & Rios, A.-M. (2015). Making sense of government budgeting: an
internal transparency perspective. Qualitative Research in Accounting &
Management, 12(4), 377-394. http://doi.org/10.1108/QRAM-01-2015-0014.

Marr, B. (2008). Managing and delivering performance-how government, public
sector and not-for-profit organizations can measure and manage what really
matters. USA: Elsevier Ltd

Meyer, C. (1994). How the right measures help teams excel. Harvard Business
Review, 72 (3) https://hbr.org/1994/05/how-the-right-measures-help-teams-excel
Miles, M., Huberman, A., & Saldana, J. (2014). Qualitative data analysis. a methods
sourcebook (3rd Ed.). London: Sage publication Inc.

Mir, F. ., & Pinnington, A. (2013). Exploring the value of project management:
linking project management performance and project success. International Journal
of Project Management 5(12), 1-16. http://doi.org/org/10.1016/j.ijproman

Volume-V, Issue-II January 2019 91


http://jatim.kemenag.go.id/file/file/per.ttg%20PNS/

The Indonesian Lakip Performance Measurement Model ... Mattoasi & R. S. Samsudin

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

Mir, F., & Pinnington, A. (2014). Exploring the value of project management:
linking project management performance and project success. International Journal
of Project Management, 32,202-217.
http://doi.org/org/10.1016/j.ijproman.2013.05.012

Morrison, L. (2016). Literature review: measuring and assessing organizational
performance for non-profits, contextually sensitive standards and measures for the
non-profit organization. Governance and Performance in Public and Non-Profit
Organizations, 5,233-256.http://doi.org/10.1108/S2051-663020160000005010
Neely, A., Gregory, M. and Platts, K. (1995) Performance Measurement System
Design: A Literature Review and Research Agenda. International Journal of
Operations & Production Management, 15, 80-116.
http://dx.doi.org/10.1108/01443579510083622

Niven, P.R. (2008). Balanced scorecard: step-by-step for government and nonprofit
agencies. Non Profit Organisation. (2nd Ed.). New Jersey

Osborne, D. & Gaebler, T. (1992). Reinventing government. how the entrepreneurial
spirit is transforming the public sector. New York: Addison-Wesley Publishing
Company.

Wayne, E. (2011). Performance Dashboards Measuring, Monitoring, and Managing
Your Business. (2" Ed). John Wiley & Sons, Inc.

Peraturan Pemerintah No. 71 Tahun 2010 tentang standar Akuntansi Pemerintah.
Republik Indonesia.

Peraturan Pemerintah No. 8 Tahun 2006 tentang pelaporan kinerja pemerintah
daerah. Republik Indonesia.

Prasojo, E. (2014, Nopember, 25). Tantangan birokrasi pemerintahan Jokowi-JK.
Kompas.com.
http://nasional.kompas.com/read/2014/11/25/12000021/Tantangan.Birokrasi.Pemeri
ntahan

Rajnoha, R., Lesnikova, P., & Koraus, A. (2016). From financial measures to
strategic performance measurement system and corporate sustainability. Empirical
evidence from Slovakia, 9(4), 134-152. http://doi.org/DOI: 10.14254/2071-
789X.2016/9-4/8

Rivai, V dan Basri, M. (2005). Performance appraisal system yang tepat untuk
menilai kinerja karyawan dan meningkatkan daya saing perusahaan. Jakarta: PT.
Raja Grafindo Persada.

Robbins, S.P. (1996). Organizational Behavior: Concepts, Controversies,
Applications.University of Minnesota. Prentice Hall.

Sri Mulyani, 1. (2017, Desember 5). Di depan anggota parpol, Sri Mulyani: 70,9%
APBD untuk Gaji. Detic Finance. https://pemeriksaanpajak.com/2017/12/05/di-
depan-anggota-parpol-sri-mulyani-709-apbd-untuk-gaji/.

Stewart, J. D. (1984) The role of information in public accountability. Issues in
Public Sector Accounting, J.D. Stewart, A. Hopwood and C. Tomkins, Philip Allen,
Oxford. http://www.sciepub.com/reference/69706

Volume-V, Issue-II January 2019 92



The Indonesian Lakip Performance Measurement Model ... Mattoasi & R. S. Samsudin

48.

49,

50.

51.

52.

53.

Talbot, C. (2010). Theories of performance: organizational and service
improvement in the public domain (1st Ed.). Oxford-England: New York. Oxford
University Press Inc

Tomkins, C. R. (1987). Achieving economy, efficiency and effectiveness in the
public sector, London: Kogan Page Limited, 1987.
https://www.amazon.com/Achieving-Economy-Efficiency-Effectiveness-
Public/dp/1850914710. Dimuat turun, tarikh 04-Februari 2018

Undang-undang No. 22 pada Tahun 1999 tentang pemerintahan daerah.
http://lwww.djpk.kemenkeu.go.id/?p=339. Dimuat turun tarikh 29 Dec. 2017.
Undang-undang No. 25 pada Tahun 1999 tentang perimbangan keuangan antara
pemerintah pusat dan daerah. http://prokum.esdm.go.id/uu/1999/uu-25-1999.pdf.
Dimuat turun tarikh 29 Dec. 2017.

Yusuf, K.(2018, April 25). Wapres ingatkan daerah agar tak terus bergantung
kepada pemerintah pusat. Kompas.Com.

Zairi, M. (1994). Benchmarking: the best tool for measuring competitiveness.
Benchmarking for Quality Management & Technology, 1(1), 11-24.

Volume-V, Issue-II January 2019 93



