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ABSTRACT
Fraud can damage a business organization, and it might 
threaten the goals and targets achievement. It is very important 
to implement an effective strategy for detecting and preventing 
fraud. This research measures how good corporate governance 
principles, represented by the board of commissioners 
(BoC), audit committee (AC), internal audit units, and also 
whistleblowing system support fraud detection and prevention 
in banking companies. The data is analyzed using SMART-PLS 
with a total of 8 banks’ data for seven years from 2015 to 2021. 
It is found that good corporate governance executors affect the 
WBS by 51.3%, while fraud detection is affected both by the 
good corporate governance mechanism and the whistleblowing 
system by 37.5%. Both the board of commissioners and audit 
committee were found to affect the whistleblowing system, 
while internal audit units don’t. In contrast to this, fraud is 
affected by internal audit units and whistleblowing systems. 
Both regulators and companies must realize that both the 
human aspect and technology aspect, each represented by GCG 
principles and whistleblowing system have an important effect 
on fraud detection.
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1.	 INTRODUCTION
Fraud that occurs in a business entity 
certainly damages and hinders the 
achievement of the goals set by the 
organization. It is a challenge for all 
parties of the organization in detecting and 
preventing fraud from being overcome 
and avoided from occurring. However, 
handling fraud in an organization requires 
high commitment from all parties and 
is assisted by an adequate mechanism or 
system in supporting fraud prevention 
(Gunasegaran et al., 2018; Rifai & 
Mardijuwono, 2020). 

This is also evidenced by a survey 
conducted by ACFE related to fraud cases 
that have occurred to date, where it is stated 
that each company has suffered a loss of 
5% of the income it receives due to fraud 
that occurs in the company. In addition, 
it was also explained that fraud detection 
is mostly carried out by employees, who 
provide information related to fraud that 
occurs in the company (ACFE, 2022). 
Therefore, how important it is for every 
organization to develop an adequate 
supervisory framework accompanied by 
a system mechanism that supports the 
reporting of fraud (Cross, 2018, 2019). 

Prevention of fraud within the scope of 
a corporation is very important to support 
their financial performance. The process of 
implementing good corporate governance 
(GCG) principles is an effort that applies a 
human approach to preventing fraud. The 
implementation of the principles of good 
corporate governance certainly places 
a strict set of supervision in a company 
(Juhandi et al., 2020), where this is done by 
the board of commissioners (BoC), the audit 
committee (AC), and the internal audit unit 
or IAU (Halbouni et al., 2016). All three 
have their respective complementary roles 
in an effective organizational structure in 
preventing fraud. 

Fraud prevention will also be more 
effective if it is equipped with an adequate 
system and technology approach, which 
is characterized by how the company 
establishes adequate and effective 
controls. Internal control is one of the 

ways used by principals in ensuring that 
there is no conflict of interest in actions 
taken by agents. Supervision by the BoC, 
AC and IAU also still has limitations 
(Mirinaviciene, 2014), where there are still 
opportunities where fraud is not detected 
in the internal audit process (Rashid et 
al., 2022). This threat can be overcome 
by enforcing a whistleblowing system. 
The whistleblowing path opened in an 
organization allows for close supervision 
from all parties to prevent fraud from 
occurring. Companies need to pay 
attention to aspects of an adequate system 
for the opening of effective reporting 
channels. 

The regulators have also established 
several important rules in supporting 
the prevention of fraud in these two 
aspects. Otoritas Jasa Keuangan (OJK) 
has established important rules related to 
public corporate governance mechanisms 
in supporting adequate supervision in 
each company, which is regulated in POJK 
No. 21 of 2015. In addition, rules regarding 
the whistleblowing system have also been 
established, which have been regulated 
since 2008 by the National Committee for 
Governance Policy in guidelines related 
to the Whistleblowing System (WBS). This 
study intends to explore the contribution 
of GCG mechanism and violation 
reporting systems in the prevention and 
detection of fraud that occurs within the 
company. This study’s samples are chosen 
from the companies in the financial sector 
specifically in banking subsectors. This is 
because the banking sector revealed the 
frequency of internal fraud within a period 
of 1 year whose value is classified as 
material, which is greater than 100 million 
rupiahs in the annual report it publishes. 

This study aims to find and find the 
influence of corporate governance factors, 
which are reviewed by the BoC, AC, 
and IAU on the whistleblowing system 
implemented in each company and on 
the frequency of fraud. Previous research 
(Utami, 2018) also found that both internal 
audits and whistleblowing systems have 
a negative influence on the frequency of 



Asia Pacific Fraud Journal, 8(1) January-June 2021: 155-168| 157

frauds in the company. This research also 
expands the scope of previous studies by 
looking at how the influence of the BoC, 
audit committees, and internal audits 
upon the quality of whistleblowing system 
disclosures.

2.	 LITERATURE REVIEW AND HYPO-
THESIS

Fraud
Ruin defined fraud as behavior in seeking 
personal gain, avoiding obligations, and 
causing harm to other parties (Rashid et 
al., 2022). Fraudulent behavior is a form 
of agency problem that arises, in which 
the agent acts for his benefit, regardless of 
the goals and targets of the organization 
as a whole. The existence of fraud cannot 
be avoided completely, and this certainly 
depends on the policies owned by the 
company in preventing fraud (Siregar & 
Surbakti, 2019). 

Seeing how fraud can be very 
detrimental to the company, regulators 
and also corporate governance parties 
will certainly take strict action in 
preventing fraud, actions are known as 
fraud prevention.  Fraud prevention can 
be interpreted as setting a set of values 
and rules in a company to ensure that the 
actions taken by all human resources in a 
company focus on achieving the goals of 
the company (Hardika et al., 2021). 

Whistleblowing System
A whistleblower refers to a person who 
exposes wrongdoings and fraud that 
happened within an organization (Smaili 
& Arroyo, 2022). To report the frauds that 
occur within a corporation certainly has its 
challenges for the whistleblower, which 
needs to be an important concern for every 
organization in developing a system and 
culture that supports the whistleblowing 
system (Dangi et al., 2020; Shonhadji 
& Maulidi, 2021). The implementation 
of the whistleblowing system needs to 
involve all levels of employee positions in 
the company to be able to make reports, 
as well as how the regulations of the 
whistleblowing system execution must 
cover the entire organization (Rivest, 2018). 

This is evidenced by the application 
of regulations from the Sarbanes-
Oxley Act which also regulates how 
the whistleblowing system is opened 
anonymously, which will certainly 
support whistleblowing actions (Sarikhani 
& Ebrahimi, 2021). In 2016, the National 
Committee on Governance Policy passed 
guidelines for the Whistleblowing 
System (WBS), one of which discussed 16 
important components of implementing 
a WBS. The sixteen components are 
expected to support the effectiveness 
of the implementation of the existing 
reporting channels within the company. 
Some of them include commitments from 
the company, goals, and reasons, what 
cases can be reported, who can report, and 
much more.

Agency Theory
Jensen & Meckling stated that there is a 
conflict of interest due to the asymmetry 
of information in any large-scale business 
organization, which if left unchecked can 
trigger the occurrence of problems known 
as agency problems (Raharjanti, 2018). 
The conflict of interest occurs as a result of 
differences of interest between principals 
and agents (Srikandhi & Suryandari, 2020; 
Sudjono & Setiawan, 2022). It is a challenge 
for the principal in ensuring harmony with 
the goals to be achieved by the agent, which 
can be done by implementing internal 
controls, conducting audits, and preparing 
bonus or incentive programs for the agent 
(Sudjono & Setiawan, 2022).  

The Board of Commissioners, Whistle-
blowing System, and Fraud Cases
The Board of Commissioners is a 
supervisory body established by Otoritas 
Jasa Keuangan (OJK) or Financial Services 
Authority in Peraturan OJK (Financial 
Services Authority Regulation) No. 33 of 
2014 which regulates the determination of 
the board of commissioners and CEO in a 
public company. The BoC’s responsibility 
is to supervise the company’s performance 
and provide direction and consideration 
to the board of directors, which of 
course the main focus on achieving the 
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company’s goals. The role of the board of 
commissioners is very important, where 
the lack of supervision can increase the 
threat of fraud (Achmad et al., 2022). The 
more strict the supervision by board of 
commissioners being executed, the quality 
of whistleblowing system and number of 
fraud reports will increase to detect and 
prevent frauds. 

Previous research (Mulyadianto et al., 
2020; Salleh & Othman, 2016) proves that 
the BoCs’ meetings affect fraud prevention 
and detection. However, in the same 
research (Salleh & Othman, 2016), it was 
stated that the BoD size didn’t affect fraud 
prevention. Another research (Agnihotri & 
Bhattacharya, 2015) proves that one of the 
board of directors’ characteristics, which 
is the size of independent directors affects 
the whistleblowing policy disclosure. 
Based on this, the hypothesis develops as 
follows.  
H1:	 Board of Commissioners Positively 

Affects Whistleblowing System
H2:	 Board of Commissioners Positively 

Affects Fraud Detection and 
Prevention

Audit Committee, Whistleblowing 
System, and Fraud Cases
The audit committee has an important 
role in analyzing in depth how a company 
operates, which will then be reported to 
the board of commissioners, as stipulated 
in POJK No. 55 of 2015. The audit 
committee as the implementation of a 
good corporate governance mechanism 
and also the internal control system will 
certainly establish and supervise the 
implementation of the whistleblowing 
system in the company (Wardani & Sulhani, 
2017). More in-depth and stricter oversight 
by the audit committee is also expected 
to prevent fraud. However, fraud is not 
easily detected, so the audit committee 
also monitors reports received through 
the whistleblowing system. Therefore, 
the audit committee will supervise the 
development of more effective violation 
reporting pathways, so that fraud can be 
further prevented. 

The research (Khemakhem et al., 2021; 
Wardani & Sulhani, 2017) found that the 
audit committee did not affect either the 
implementation of the whistleblowing 
system implemented or fraud prevention 
within the company. Furthermore, 
regarding fraud prevention, the research 
conducted by (Siregar & Surbakti, 2019) 
found that the audit committee meeting 
negatively affects the number of fraud 
cases, where the audit committee’s role 
is very important in preventing internal 
irregularities in an organization. However, 
research (Safitri & Rani, 2022) proves that 
the audit committee does not influence 
ensuring the integrity of financial 
statements, which indirectly shows that 
the audit committee does not affect fraud 
prevention. This was also stated in a 
previous study (Abdullah & Said, 2019) 
which found that the existence of the audit 
committee doesn’t directly prevent fraud.
H3: Audit Committee Positively Affects 

Whistleblowing System
H4: Audit Committee Positively Affects 

Fraud Detection and Prevention

Internal Audit, Whistleblowing Systems, 
and Fraud Cases
Internal audit has the responsibility to 
monitor and evaluate various activities, 
with the purpose to assess the effectiveness 
and efficiency of how the business operates 
(Drogalas et al., 2017; Mahendra et al., 2021). 
Compared to the board of commissioners 
and audit committee, internal audit units 
may face the real situation that is happening 
in a company. Therefore, internal audit 
units will detect any problem or defect in 
the whistleblowing system that has been 
implemented in the company. Then, based 
on the problems or any defevts that are 
detected, internal audit will give some 
recommendation to improve the quality 
of whistleblowing system and increase the 
number of reports in the whistleblowing 
system. Previous research (Saputra, 2017) 
showed that the internal audit function 
negatively affects fraud cases, and research 
by (Mahendra et al., 2021) also found that 
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internal audit has a positive effect on fraud 
prevention. 
H5:	 Internal Audit Positively Affects 

Whistleblowing System
H6:	 Internal Audit Positively Affects 

Fraud Detection and Prevention

Whistleblowing System dan Fraud 
Prevention
Several previous studies measured the 
whistleblowing system implemented 
by companies in Indonesia based on 16 
indicators set by the KNKG (Safitri & Rani, 
2022; Utami, 2018). Research conducted 
by (Shonhadji & Maulidi, 2021; Siregar & 
Surbakti, 2019) found that the violation 
reporting system implemented by the 
company has a positive influence on 
the number of fraud cases that occur in 
the company and prevents fraud in the 
presentation of financial statements. This 
shows that the existence of a whistleblowing 
system is very important in detecting fraud 
that occurs in the company. Research from 
(Maulida & Bayunitri, 2021) also proves 
that the whistleblowing system effectively 
supports fraud detection and prevention 
in Jabar Central Bank. Therefore, the 
hypothesis is developed as follows.
H7:	 Whistleblowing System Positively 

Affects Fraud Detection and 
Prevention 

3.	 METHODS
This research uses a hypothetico-deductive 
approach, which is an approach to proving 

a hypothesis that has been developed. 
This study uses quantitative data with the 
source of the annual report published by 
the company, by searching the website of 
each company. The sampling technique 
used in this study is purposive sampling, 
where samples are selected based on 
special criteria set. These criteria along 
with the number of final samples are, 
among others, presented in Table 1.

In this study, there were several 
variables observed, including the board of 
commissioners, audit committee, internal 
audit, whistleblowing system, and fraud. 
The measurement of each variable is 
presented in the table below. 

The data is processed using the 
SMART-PLS program to study the path of 
analysis from all the variables. The research 
figures are shown in Figure 1 below. 

4.	 RESULTS AND DISCUSSION
Statistical Descriptive Analysis
Based on Table 2 above, the size of board 
commissioners has an average of seven 
members in banking companies, with a 
minimum size of five and a maximum 
number of members of eleven. The 
meetings’ frequency done by the BoC 
shows the effectiveness of supervision 
and evaluation which leads to the 
improvement of the corporation’s decision 
and strategy, which the banking companies 
have meetings with an average of 27 
meetings annually, with the least number 

Table 1. Sampling Process
No. Sampling Criteria Sample Units
1. Banking Companies Listed in IDX  46
2. Companies that do not disclose Internal Fraud in their 

Annual Report 
(13)

3. Companies who do not have any Internal Fraud between 
2015-2021 sequently

(23)

4. Companies who do not have any files of reports in their 
Whistleblowing System from 2015 to 2021 sequentially

  (2)

Final Sampling    8
For a total of 7 years, from 2015 to 2021 x 7
TOTAL  56

Source: Processed Data
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of meetings being five and the largest 
number of meetings is 62 in a year. Lastly, 
the number of independent commissioners 

has the average of 3, with a least number of 
2 and the largest consists of 7 members in 
the company.

Table 2. Variable Measurement
No. Variable Dimension Indicator Scale
1. Board of 

Commissioners
Size The numbers of the board of 

commissioners
Ratio

Meetings The number of meetings done in 
one year by the BoC

Ratio

Education The number of board of 
commissioners with management/
business/accounting education 
background

Ratio

Independent The number of independent BoC Ratio
2. Audit 

Committee
Size The number of the audit committee 

members
Ratio

Meetings The number of meetings done in 
one year by the audit committee

Ratio

Education The number of audit committee 
members with business/
management/accounting education

Ratio

3. Internal Audit Size The number of the board of 
commissioners

Ratio

Audit
Activity

The number of audits/activities 
done by the internal audit units

Ratio

Education Whether the internal audit 
unit leader has an education 
background in management/
business/accounting

Dummy

4. Whistleblowing 
System

Commitment 16 Indicators set by KNKG, which 
in this category are the aspects of 
commitment declaration disclosure 
in WBS 

Ratio

Whistle-
blower

16 Indicators set by KNKG, which 
in this category are the aspects of 
the whistleblower rights

Ratio

Technical 
Issues

16 Indicators set by KNKG, which 
in this category is regarding the 
technical issues disclosure of the 
WBS

Ratio

5. Fraud Cases WBS 
Effectiveness

The number of reports in the 
whistleblowing system disclosed in 
the annual report

Ratio

Fraud Cases The number of fraud cases that 
happened within one year disclosed 
in the annual report

Ratio

Source: Processed Data
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The next category is the audit 
committee’s characteristics, which is 
measured by the size, number of meetings, 
and educational background. Banking 
companies have an average of 5 audit 
committee members, which by the rule 
according to POJK 55 the minimum size 

for each company is 3. The meetings’ 
frequency done by the AC has a mean 
of a total of 16 meetings in a year, with a 
minimum number of 5 and a maximum 
number of 30. Not all audit committees have 
an educational background in business, 
management, or accounting. The internal 

Figure 1. Research Model

Source: Processed Data

Table 3. Statistical Descriptive Analysis
No. Variables Mean Min Max Standard Deviation

1 Size (BoC1) 7.107 5 11 1.611
2 Meetings (BoC2) 26.982 5 62 18.71
3 Independence (BoC3) 3.804 2 7 1.093
6 Size (AC1) 4.482 3 7 1.268
7 Meetings (AC2) 16.393 5 30 7.326
8 Education (AC3) 3.143 0 7 1.187
10 Education (IntAu1) 0.589 0 1 0.492
12 Size (IntAu2) 167.357 1 726 192.214
14 Audit (IntAu3) 151.768 3 755 170.831
17 Technical Issues (WBS1) 3.429 1 5 1.321
18 Commitment (WBS2) 0.643 0 2 0.639
19 Whistleblower (WBS3) 3.054 0 5 1.007
20 Reports (FR1) 44.429 3 134 36.359
21 Fraud Cases (FR2) 20.571 1 121 26.393

Source: Processed Data
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audit, which is measured by the internal 
audit division characteristics, shows that 
the internal audit division has an average 
size of 167 and 151 audit activities being 
disclosed in the annual report. 

Whistleblowing system indicators 
use the 16 guides set by KNKG, divided 
into 3 main categories, technical issues, 
whistleblowers, and commitment state-
ments. Each indicator disclosed in the 
annual report is given a score of 1. The result 
shows companies prioritize the disclosure 
of technical issues and whistleblowers, 
with the same average score. On the other 
hand, commitment statements are rarely 
disclosed by banking companies in their 
annual report. 

Partial Least Square Analysis
Figure 2 shows each variable’s indicators, 
with its loading factor for each indicator. 
This also shows how some of the indicators 
still have very low loading factors, which 
are categorized as invalid indicators for 
the variables. 

Based on Figure 3 below, all the 
indicators for the board of commissioners 
are valid, however, the other variables 
have several indicators which are invalid, 
so they are eliminated from the model. 

R-Square Test
Table 4. R-Square Test Results 

R Square R Square Adjusted
Fraud 0.421 0.375
WBS 0.539 0.513

Source: Processed Data

Based on Table 4, all the variables 
determine fraud, which is measured by 
the reports filed in the whistleblowing 
system, by 37,5%. This means that good 
corporate governance execution by the 
board of commissioners, audit committee, 
and internal audit units determines the 
usefulness of the whistleblowing system. 
All of them give a medium impact on how 
employees or stakeholders file the report 
in the whistleblowing system. 

Figure 2. PLS Analysis Result

Source: Processed Data
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In addition, the board of commissioners, 
audit committee, and internal audit units 
influence how the whistleblowing system 
is disclosed in companies’ annual reports 
by 51,3%, especially in the technical issues 
related to the whistleblowing system. 
The existence of the three parties is 
important in increasing the quality of the 
whistleblowing system. 

The hypothesis testing done by t-test 
can be seen in Table 5 above. H1, H3, and 
H6 all have p-values greater than 0.05 so 
all these hypotheses are rejected. The audit 
committee and board of commissioners 

were found to not determine fraud 
reports using the whistleblowing system. 
Moreover, whistleblowing system quality 
is not influenced by internal audit unit 
characteristics. 

However, H2, H4, H5, and H7 all 
have p-values that are less than 0.05 so 
all these hypotheses are accepted. This 
means that the audit committee, board of 
commissioners, and internal audit units 
were found to affect the fraud reporting. 
Lastly, whistleblowing quality is also 
found to determine how fraud reporting 
by the whistleblower.

Figure 3. Final Outer Model Assessment Result

Source: Processed Data
Table 5. Hypothesis Testing Result

Original 
Sample

Sample 
Mean

Standard 
Deviation

T Statistics P Values

AC  FD&P 0.224 0.249 0.148 1.510 0.132
AC  WBS 0.370 0.351 0.090 4.088 0.000
BoC  FD&P 0.175 0.176 0.135 1.291 0.197
BoC  WBS 0.495 0.515 0.087 5.686 0.000
IntAu  FD&P 0.614 0.624 0.106 5.768 0.000
IntAu  WBS 0.089 0.079 0.094 0.953 0.341
WBS  FD&P -0.288 -0.285 0.134 2.145 0.032

*WBS : Whistleblowing sytem 
*FD&P : Fraud detection & prevention
Source: Processed Data
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Based on the results, it can be concluded 
as an equation, as follow:
WBS = 0,370 AC + 0,495 BoC + 0,089 IntAu
Fraud Detection & Prevention = 0,224 AC 
+ 0,175 BoC + 0,614 IntAu – 0,288 WBS

DISCUSSION 
The Board of Commissioners’ Influence 
upon the Whistleblowing System & 
Fraud Detection
The board of commissioners is found to 
be affecting positively the whistleblowing 
system that is applied in banking 
companies. This proves how their 
supervision is very important to improve 
an effective whistleblowing system that 
may detect and prevent fraud to happen. 
Along with guidance and monitoring from 
the board of commissioners, the quality of 
whistleblowing system increases, which 
proves by the positive impact given by 
the board of commissioners charateristics. 
POJK 33 mentions that the board of 
commissioners’ responsibility is to give 
a new perspective and recommendation 
for directors in improving weaknesses 
and threats that may arise in the business 
entity. Therefore, banking companies must 
evaluate the characteristics of the board of 
commissioners in their companies.

Contrary to (Mulyadianto et al., 2020), 
it is found that based on the reports filed in 
the whistleblowing system, the BoC does 
not affect fraud prevention. The frequency 
of the reports in the whistleblowing 
system is not determined by the board 
of commissioners. This might be caused 
by how the whistleblower’s intention 
to file a report is not based on the BoCs’ 
supervision,  that they may not be in a 
significant position to be accessible by the 
whistleblower. This also implies how the 
BoC has not encouraged employees or even 
all the stakeholders to file a report if they 
detect and find fraud that is happening in 
the banking environment.

The Audit Committee’s Influence upon 
the Whistleblowing System and Fraud 
Detection
With the p-values less than 0.05, the audit 
committee is positively affecting the 

whistleblowing system in the banking 
companies. Therefore, according to what 
is regulated in POJK 55, audit committee 
responsible to assess the audit quality within 
each organization, with one significant 
parts is the handling of the reports in 
the whistleblowing system. Continuous 
evaluation done by the audit committee 
about the whistleblowing system certainly 
improves the quality, which may support 
the whistleblower in filing a report. The 
positive relationship between the AC 
characteristics and whistleblowing system 
proves how important the meetings’ 
frequency done by audit committee in 
improving the quality of whistleblowing 
system within the business environment. 
With more meetings are arranged by the 
audit committee to discuss and supervise 
the management, along with the focus 
on whistleblowing system, the better the 
disclosure and quality of whistleblowing 
system being applied within the company.  

On contrary with previous research 
(Wardani & Sulhani, 2017) this research 
proves that audit committee meetings are 
effective in supporting and improving 
the whistleblowing system. The meetings 
held annually is designed to improve 
and evaluates the companies’ defects and 
weakness, and one of the strategies to fulfill 
is with monitoring the whistleblowing 
system. Each company’s audit committee 
needs to hold meetings whenever needed 
to improve the whistleblowing system. 

On the other hand, audit committee 
meetings do not influence the reports 
received in the whistleblowing system, 
this is shown by how H4 has a p-value 
that is bigger than 0.05 that it is rejected. 
Audit committee meetings can not 
directly improve the reports filed by 
whistleblowers in the whistleblowing 
system. Audit committee needs to evaluate 
on how to encourage fraud reports in 
whistleblowing system done by all the 
stakeholders including the employees, 
which is the most important party to detect 
and prevent frauds.  
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The Internal Audit’s Influence upon 
the Whistleblowing System and Fraud 
Detection
Internal audit units’ size and audit activity 
are found to effectively support fraud 
detection, with both p-values less than 
0.05. On the other hand, internal audit 
units’ size and activity are found to not 
influence the quality of the whistleblowing 
system. Therefore H5 is rejected and 
H6 is accepted. This result agrees with 
previous studies’ results (Mahendra et 
al., 2021; Saputra, 2017) which found that 
internal audit units effectively affect fraud 
detection and prevention. 

Internal audit found to influence 
positively on the number of fraud reports 
in the whistleblowing system. Moreover, 
internal audit units’ size and audit 
activities may detect current deficiencies 
of the whistleblowing system that has been 
implemented, so it can improve both the 
quality and quantity, so that employees, 
and other stakeholders’ intention in 
doing whistleblowing increases. Internal 
audit units need to actively monitors the 
quality of whistleblowing system within a 
company.  

The whistleblowing system’s mana-
gement and reports’ handling are also part 
of how important the internal audit unit’s 
role is. By doing audits and being supported 
by a large number of people, internal 
audit quality may detect and improve the 
usefulness of the whistleblowing system.

The Whistleblowing System Quality’s 
Influence upon Fraud Detection and 
Prevention
The whistleblowing system quality that 
has been exhibited in the annual reports is 
found to be affecting the number of reports 
filed in the whistleblowing system. With a 
p-value of 0.000, the H7 which states that 
the whistleblowing system affects fraud 
detection is accepted. However, on contrary 
with the previous research’s results 
(Maulida & Bayunitri, 2021; Shonhadji & 
Maulidi, 2021; Siregar & Surbakti, 2019) 
which found that the whistleblowing 
system positively affects fraud detection 

and prevention, this research finds 
that the quality of technical aspect of 
whistleblowing system negatively affects 
the number of whistleblowing reports to 
detect and prevent fraud. 

This may be caused by how more 
complex and detailed the system 
being applied in filing a report into the 
whistblowing system may demotivate the 
whistleblower intention on reporting the 
fraud case. In the positive side, this may 
prevent the reports being filed carelessly 
by each stakeholders, including the 
employees. However, fraud prevention 
and detection also may be threaten 
by the small number of reports in the 
whistblowing system.  

An effective whistleblowing system is a 
platform that supports fraud detection and 
prevention based on how the system opens 
for all people within an organization. The 
effectiveness of a whistleblowing system 
is measured by the number of reports and 
the fraud cases that are detected by the 
whistleblower’s report.

5.	 CONCLUSION
Fraud detection and prevention are very 
important to help each organization 
achieve its goals and targets. Therefore, 
each organization will focus to maintain 
the monitoring needed in detecting 
and preventing fraud. Two important 
aspects to implement and monitor in a 
company are the GCG’s principles and the 
whistleblowing system. The governance 
mechanisms represent the “people” or 
human aspect of preventing fraud, while 
the whistleblowing system represents the 
technology to prevent fraud. Based on 
the research done in banking companies 
by analyzing the implementation of these 
two aspects, it is found that the board 
of commissioners and audit committee 
affect the whistleblowing system, on the 
other hand, the internal audit does not 
influence the whistleblowing system. 
Fraud detection, measured by the number 
of reports filed in the whistleblowing 
system, is affected by the internal audit 
unit’s size and audit activities and also 
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the whistleblowing system quality. All the 
GCG mechanism in Indonesia is proven 
to support the whistleblowing system 
by 51.3%. In addition, the quality of the 
whistleblowing system, especially in the 
technical areas are affected by the BoD, 
audit committee, internal audit, and also 
whistleblowing system by 37.5%. Further 
research may include several other 
indicators and variables that may analyze 
fraud detection deeper and also may take 
a different method by using primary data 
in studying the factors that affect fraud 
detection and whistleblowing system.
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