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Abstract: This research is motivated by the many cases of fraud in the banking sector 
in Indonesia. The results of the 2019 Indonesian Fraud Survey stated that the fraud that 
occurred was caused by internal control factors and the implementation of good 
corporate governance. This research aims to determine the influence of internal control 
and the implementation of good corporate governance on fraud prevention in general 
banking in The research method used in this research is the verification method. The 
population in this research are internal auditors who work at commercial banks in the 
Jakarta and Bandung areas. The sampling technique used was a probability sampling 
technique with a simple random sampling technique, and used the Slovin formula so that 
the total sample was 47 internal auditors in the Jakarta and Bandung areas The data 
analysis used is multiple linear regression analysis using the SPSS program. Research 
results Simultaneously, Internal Control and the implementation of Good Corporate 
Governance have an effect on fraud prevention. Partially, the implementation of internal 
control has an effect on fraud prevention. Partially, the implementation of good corporate 
governance has an effect on prevention 
Keywords: Internal Control, Implementation of Good Corporate Governance, and Fraud 
Prevention. 

 

INTRODUCTION 

 

Fraud is a threat that threatens every company. Fraud in companies, especially 
fraud in accounting, has become an important issue to be eradicated. Fraud is an 
unlawful act that occurs because there are pressure, opportunity and rationalization 
factors carried out to seek personal or group gain originating from within or outside the 
organization which can harm other people (Febriani & Suryandari, 2019). Fraud 
committed at various levels of the organization with the aim of personal or certain group 
gain will be detrimental to the agency. Pressure to commit fraud, normalization of fraud, 
and opportunities to commit fraud are the three main factors that encourage the 
emergence of fraud in organizations and can be detrimental to agencies in the long term 
(Karyono, 2013). Below we will present the survey results from the Association of 
Certified Fraud Examiner (ACFE) Indonesian Chapter in 2019 (ACFE, 2019), namely as 
follows:  
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Table 1. Types of Industries Losing Due to Fraud in 2019 

1.financial and banking industry 41,4% 
2. government 33,9% 
3. mining industry 5% 
4. health industry 4.2% 
5. manufacturing industry 4.2% 
6. other industries 3.7% 
7. transportation industry 2.1% 
8. housing industry 1.7% 
9. education industry 1.7% 
10.Hospitality and tourism industry 1.3% 
11.industry fishing and marine industry 0,8% 

Source: the Association of Certified Fraud Examiner (ACFE) (2019) 
 

From Table 1 above, based on data from the Association of Certified Fraud 
Examiner (ACFE) Indonesian Chapter in 2019, it shows that the party most 
disadvantaged by fraud is the financial and banking industry at 41.4%. Fraud in the 
banking sector is a violation of internal rules, systems and procedures. The main causes 
of many acts of fraud include a lack of internal control, a weak organizational 
management system and legal action that is deemed less strict against perpetrators of 
fraud (Hidayati, 2019). The phenomenon of fraud cases in banking can occur from tellers 
to directors. Every banking business activity can face operational risks, one of which 
comes from fraud or fraudulent acts from within the bank. To prevent fraudulent 
practices, Bank Mandiri's commissioners and directors are actively involved in 
supervising and controlling risks in accordance with regulatory regulations. Proactively 
managing and controlling fraud risks is the responsibility of all lines within the framework 
of the three-layer defense principle (Hutauruk & Mahadi, 2020). 

One of the cases of fraud in banking in Indonesia occurred at Bank BRI in 2019. 
From the information quoted in the article, it was stated that a BRI teller was arrested by 
the South Sulawesi Regional Police's Dirkrimsus in January 2019 for taking funds from 
47 BRI customers in Makassar worth more than IDR 2.3 billion. This action has been 
carried out since April 2018 by duplicating deposit and withdrawal slips, then forging the 
customer's signature, then printing the customer's savings book. This shows that the 
bank's control activities are still weak, so there is a need for evaluation regarding the 
implementation of internal control to reduce the opportunity for fraud (Hariyadi & 
Cahyani, 2019). Another case occurred at Bank BTN in 2020. From the information 
quoted in the article, it was stated that the former Managing Director of Bank BTN was 
arrested by the Attorney General's Office because he was proven to have committed a 
criminal act of corruption by receiving IDR 4.5 billion which was transferred to his family 
members. This gratification is a reward for his role in approving the granting of credit 
facilities that are not in accordance with the standard operating procedures (SOP) that 
apply at BTN. This case shows that there is a violation of good corporate governance by 
accepting gratuities in order to grant credit facilities. So there is a need for evaluation 
regarding good corporate governance to reduce opportunities for fraud (Maharani & 
Meliana, 2021). 

In an effort to prevent banking fraud, the Financial Services Authority/OJK as a 
regulator whose role is to create a healthy financial performance environment requires 
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all banking companies to apply and implement an Anti-Fraud Strategy in accordance 
with  OJK Regulation Number 39/POJK.03/2019 concerning Implementation of the Anti-
Fraud Strategy for Commercial Banks issued on December 19 2019. The Anti-Fraud 
Strategy is the Bank's strategy for controlling fraud which is designed to develop, 
implement and improve the Anti-Fraud compliance program in the Bank. Anti-Fraud 
Strategy refers to the process of fraud and pays attention to the characteristics and range 
of potential fraud which is structured in a comprehensive, integralistic manner and 
implemented in the form of a fraud control system. Implementing an Anti-Fraud strategy 
is part of implementing risk management, especially those related to aspects of the 
internal control system. The Anti-Fraud Strategy which consists of four pillars, namely 
(1) prevention, (2) detection, (3) investigation, reporting and sanctions, as well as (4) 
monitoring, evaluation and follow-up is a fraud control system that is at least -Less must 
be implemented in preventing banking fraud (Otoritas Jasa Keuangan, 2019).  

ACFE in the 2019 Indonesian Fraud Survey also explained that internal control is 
the fifth largest reporting medium that contributes to uncovering fraud in Indonesia. The 
American Institute of Certified Public Accountants (AICPA, 2019) explains that internal 
control has an important role in protecting an organization from the weaknesses of its 
personnel who behave inconsistently with applicable regulations. Internal controls are 
designed and implemented to handle business risks and fraud (Tuanakotta, 2013). The 
Internal Supervisory Unit (SPI) is a supervisory model that is needed because of the 
need to delegate authority and obligations within an organization (Arifudin et al., 2020). 
SPI aims to reduce deviant management actions (Udayani & Sari, 2017). 

In the context of supervising internal control for banks, OJK issued OJK Circular 
Letter Number 35/SEOJK.03/2017 concerning Standard Guidelines for Internal Control 
Systems for Commercial Banks (Otoritas Jasa Keuangan (OJK), 2017). Based on SE 
OJK No. 35/SEOJK.03/2017 explains the five main components that must be considered 
in the internal control system for commercial banks including: (1) Supervision by 
management and control culture; (2) Risk identification and assessment; (3) Control 
activities and separation of functions (4) Accounting, information and communication 
systems; and (5) Monitoring activities and corrective actions for deviations. The 
effectiveness of fraud prevention can be carried out if effective internal control is 
implemented by the organization (Zelmiyanti & Anita, 2015). Fraud prevention can be 
done through implementing an internal control system (Tunggal, 2010). Internal control 
has a significant influence on fraud prevention (Sukadwilinda & Ratnawati, 2013). 

Apart from that, efforts to prevent fraud cannot be separated from the 
implementation of good corporate governance. Companies are not only required to be 
able to run their business efficiently and effectively, but there must be good governance 
to support the survival of the company. So an instrument in the form of good governance 
is needed which is expected to ensure that company management is carried out well. 
The Internal Supervisory Unit (SPI) has a role in achieving the goals of good corporate 
governance. Good corporate governance is a set of rules that determine the relationship 
between shareholders, creditors, management, employees, government and other 
internal and external stakeholders relating to rights and obligations, and can be said to 
be a system that directs and controls the company (Kurniawan & Izzaty, 2019). The 
implementation of good corporate governance has a positive impact on increasing 
transparency and accountability as well as identifying potential obstacles in achieving 
company goals, thereby reducing the occurrence of fraud (Soleman, 2013). Banks are 
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required to implement good corporate governance in accordance with SE OJK Number 
13 /SEOJK.03/2017 concerning Implementation of Governance for Commercial Banks 
(Otoritas Jasa Keuangan (OJK), 2017). Good corporate governance to prevent fraud to 
improve bank performance, protect the interests of stakeholders and increase 
compliance with laws and regulations and ethical values that generally apply in the 
banking industry. Several studies have been conducted regarding the influence of good 
corporate governance on fraud prevention, such as research conducted by (Novatiani et 
al., 2022), Kurniawan & Izzaty (2019), Farochi & Nugroho (2022), and Azhari & Kerihi 
(2022). 

Based on the description above, it shows that weak internal controls and poor 
implementation of good corporate governance are still the causes of fraud in banking. Of 
course, this research has been carried out by many previous researchers with different 
limitations and combinations of variables. Therefore, this research was conducted to 
strengthen various findings from previous research. This research was conducted to 
analyze more deeply how to implement internal control and implement good corporate 
governance in preventing fraud with a wider scope of research objects, namely banking 
in Indonesia. 

The Committee of Sponsoring Organizations (COSO) states that internal control is 
designed to provide adequate confidence regarding the achievement of objectives in 
terms of operational effectiveness and efficiency, reliability of financial information and 
compliance with applicable laws and regulations (COSO, 2013). The Committee of 
Sponsoring Organizations (COSO) states that the dimensions of internal control include 
the control environment, risk assessment, control activities, information and 
communication, and monitoring activities (COSO, 2013).  

Good corporate governance is a system that ensures that companies operate 
responsibly and transparently, and meet applicable standards (WorldBank, 2016). In 
addition, the OJK states that good governance is a Bank management procedure that 
applies the principles of openness, accountability, responsibility, independence and 
fairness (Otoritas Jasa Keuangan (OJK), 2022). In this research, Good Corporate 
Governance is measured using the GCG Score from the results of the Self-Assessment 
of the implementation of GCG by each Bank in accordance with SE OJK Number 13 
/SEOJK.03/2017 concerning the implementation of Governance for commercial banks. 
The results of the Self-Assessment on GCG implementation are divided into five ratings, 
namely (1) Very Good; (2) Good; (3) Fairly Good; (4) Not Good; and (5) Not Good.  

Fraud implies a deviation and unlawful act carried out intentionally for a specific 
purpose, for example deceiving or giving a false image to other parties, which is carried 
out by people, both from within and from outside the organization (Karyono, 2013). Fraud 
prevention is an effort to reduce or even prevent fraud in a company or organization 
(Tuanakotta, 2010). The dimensions of fraud prevention in this research include 
employee risk analysis, implementation of anti-fraud policies, investigation, reporting and 
sanctions, and supervision (Tuanakotta, 2013). 

Fraud prevention can be done by building a good internal control structure, making 
control activities more effective and improving organizational governance (Tunggal, 
2010). Based on the description above, an image of the thinking framework will be 
presented as follows: 

 
 

 
Internal Control 

Implementation of 
Good Corporate 

Governance 

 
Fraud Prevention 
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Figure 2. Framework (2023) 
 

Based on the framework above, the hypothesis in this research is as follows: 
H1  : Internal control has an effect fraud prevention.  
H2  :  Implementation of good corporate governance has an effect fraud prevention.  
H3  :  Internal control and implementation of good corporate governance has an effect 

fraud prevention. 
 

METHODS 
 

The research method used in this research is the verification method. The 
population in this research in, the target population was 89 Internal Auditors who worked 
at Commercial Banks in Indonesia. These Commercial Banks consist of 4 state-owned 
banks, 58 National Private Banks and 27 Regional Development Banks (OJK, 2022). 
The sampling technique used was a probability sampling technique with a simple random 
sampling technique, and used the Slovin formula so that the total sample was 47 internal 
auditors in the Jakarta and Bandung areas. The types and sources of data used are 
primary and secondary data, while the data collection technique uses research 
questionnaires and banking annual reports. The independent variables are internal 
control and implementation of good corporate governance, while the dependent variable 
is fraud prevention. The data analysis used is multiple linear regression analysis using 
the SPSS program. 

 
RESULTS AND DISCUSSION 

 
Table 1. Characteristics of Respondents Based on Gender 

Gender Frequency Percentage 

Male  21 44,68% 
Female 26 55,32% 
Total 47 100% 

Source: Processed Data (2023) 

 
Based on Table 1. above, it shows that the majority of internal auditors at 

Commercial Banks in the Jakarta and Bandung areas are male at 44.68% (21 people), 
while female gender is 55.32% (26 people). 
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Table 2. Characteristics of Respondents Based on Working Period 

Working Period Frequency Percentage 

2-5 Year 41 87,23% 
>5 Year 6 12,77% 

Total 47 100% 

Source: Processed Data (2023) 

 
Based on Table 2. above, it shows that the majority of internal auditors at 

Commercial Banks in the Jakarta and Bandung areas have a maximum work period of 
between 2-5 years amounting to 87.23% (41 people), while the minimum work period is 
<5 year of 12.77% (6 people). 

 
Table 3. Characteristics of Respondents Based on Last Education 

Education  Frequency Percentage 

S1 43 91,49% 
S2 4 8,51% 

Total 47 100% 

Source: Processed Data (2023) 

 
Based on Table 3. above, it shows that the majority of internal auditors at 

Commercial Banks in the Jakarta and Bandung areas have the most recent education, 
namely Bachelor's degree at 91.49% (43 people), while the least recent education is 
Master's degree at 8.51%. (4 people). 

 
Table 4. Validity Test Results of Internal Control and Fraud Prevention Variables 

No Variable Result Information 

1 Internal Control 0,838 > 0,288 Valid 
2 Fraud Prevention 0,792 > 0,288 Valid 

Source: SPSS Output Results (2023) 

 
Based on Table 5 above, it shows that the average calculated r value is greater 

than the table r value of 0.288. This means that the internal control and fraud prevention 
variables have met the validity criteria. 

 
Table 5. Reliability Test Results for Internal Control and Fraud Prevention Variables 

No Variable Cronbach's Alpha Criteria Information 

1 Internal Control 0,983 0,70 Reliable 
2 Fraud Prevention 0,974 0,70 Reliable 

Source: SPSS Output Results (2023) 
 

Based on Table 6. above, it shows that the Cronbach's Alpha value is greater than 
0.70. This means that the internal control and fraud prevention variables have met the 
reliable criteria. 

Table 8. Multiple Linear Regression Analysis 

Variable Coefficient 

C 1,923 
Internal Control  0,714 
Implementation of Good Corporate Governance  0,234 

Source: SPSS Output Results (2023) 
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Based on Table 7. above, it shows that the multiple linear regression equation 
model formed is: 

Y = 1,923 + 0,714X1 + 0,234X2 

Based on the regression equation above, it shows that the internal control variables 
and the implementation of good corporate governance have a positive influence on the 
fraud prevention variable. This means that the higher the internal control and 
implementation of good corporate governance, the higher the prevention of fraud, and 
vice versa. 
 

Table 9. Simultaneous Determination Coefficient Testing 

Information Value Percentage 

R-squared 0,791 79,1% 

Source: SPSS Output Results (2023) 

  
Based on Table 8. above, it shows that the magnitude of the influence of internal 

control variables and the implementation of good corporate governance on fraud 
prevention variables is 79.1%. 
 

Table 10. Partial Determination Coefficient Testing 

Variable Beta Zero-order Percentage 

Internal Control  0,845 0,877 74,10% 
Implementation of Good Corporate Governance  0,154 0,326 5,02% 

Source: SPSS Output Results (2023) 

 
Based on Table 9 above, the results of partial determination coefficient testing 

show that the influence of the internal control variable on the fraud prevention variable is 
74.10%, while the influence of the good corporate governance implementation variable 
on the fraud prevention variable is 5.02%. 
 

Table 11. Partial Hypothesis Testing 

Variable t Value Sig. Value Result 

Internal Control  12,010>2,015 0,000<0,05 H1 Accepted 
Implementation of Good 
Corporate Governance  

2,195>2,015 0,034<0,05 H2 Accepted 

Source: SPSS Output Results (2023) 

  

Based on Table 10. above, the results of partial hypothesis testing show that 
internal control variables and the implementation of good corporate governance have a 
significant effect on fraud prevention variables. 

Table 12. Simultaneous Hypothesis Testing 

Variable F Value Sig. Value Result 

Internal Control & Implementation of 
Good Corporate Governance 

83,324>2,82 0,000<0,05 H3 Accepted 

Source: SPSS Output Results (2023) 
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Based on Table 11. above, the results of simultaneous hypothesis testing show 
that the internal control variables and the implementation of good corporate governance 

have a significant effect on the fraud prevention variable. 

The Influence of Internal Control on Fraud Prevention  
The research results show that internal control has a significant effect on fraud 

prevention. The magnitude of the influence of internal control on fraud prevention is 
74.10%. This is supported by the discussion which states that one of the efforts to 
prevent fraud from occurring is by activating internal controls. Internal control has an 
important role in protecting the organization from the weaknesses of its personnel who 
behave not in accordance with applicable regulations. Internal controls are designed and 
implemented to handle business risks and fraud (Tuanakotta, 2013). SPI aims to reduce 
deviant management actions (Udayani & Sari, 2017). Fraud prevention can be done 
through implementing an internal control system (Tunggal, 2010). Internal control has a 
significant influence on fraud prevention (Sukadwilinda & Ratnawati, 2013). The results 
of this research are in line with the results of previous research conducted by (Kurniawan 
& Izzaty, 2019), (Sumendap et al., 2019), (Komang et al., 2021), (Farochi & Nugroho, 
2022), and (Azhari & Kerihi, 2022). The results of the research show that internal control 
has a significant effect on fraud prevention. 
 
The Influence of Implementing Good Corporate Governance on Fraud Prevention  

The research results show that the implementation of good corporate governance 
has a significant effect on fraud prevention. The magnitude of the influence of the 
implementation of good corporate governance on preventing fraud is 5.02%. This is 
supported by discussion which states that one of the preventive efforts taken to prevent 
fraud in companies is to strengthen corporate governance (Singleton & Singleton, 2010). 
The implementation of good corporate governance has a positive impact on increasing 
transparency and accountability as well as identifying potential obstacles in achieving 
company goals, thereby reducing the occurrence of fraud (Soleman, 2013). Apart from 
that, efforts to prevent fraud cannot be separated from the implementation of good 
corporate governance. Companies are not only required to be able to run their business 
efficiently and effectively, but there must be good governance to support the survival of 
the company. So an instrument in the form of good governance is needed which is 
expected to ensure that company management is carried out well. The Internal 
Supervisory Unit (SPI) has a role in achieving the goals of good corporate governance. 
Good corporate governance is a set of rules that determine the relationship between 
shareholders, creditors, management, employees, government and other internal and 
external stakeholders relating to rights and obligations, and can be said to be a system 
that directs and controls the company (Kurniawan & Izzaty, 2019). The results of this 
research are in line with the results of previous research conducted by Soleman (2013), 
Kurniawan & Izzaty (2019), Adiko et al (2019), (Novatiani et al., 2022), Farochi & 
Nugroho (2022), and Azhari & Kerihi (2022). The results of the research show that good 
corporate governance has a significant effect on fraud prevention. 
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The Influence of Internal Control and Implementation of Good Corporate 
Governance on Fraud Prevention  

The research results show that internal control and the implementation of good 
corporate governance have a significant effect on fraud prevention. The magnitude of 
the influence of internal control and the implementation of good corporate governance 
on fraud prevention is 79.1%. This is supported by discussions which state that 
preventing fraud can be done by building a good internal control structure, making control 
activities more effective and improving organizational governance (Tunggal, 2010). 
Good corporate governance also has a close relationship with internal control because 
good corporate governance ensures that internal control is implemented appropriately 
and effectively, ensures that managers work in accordance with the interests of company 
owners and ensures transparency and accountability in company management. Through 
the implementation of internal controls and the implementation of Good Corporate 
Governance, it is hoped that fraud can be prevented. Internal control and Good 
Corporate Governance influence the detection and prevention of fraud (Kurniawan & 
Izzaty, 2019). The results of this research are in line with the results of previous research 
conducted by Kurniawan & Izzaty (2019), Rustandy et al (2020), Farochi & Nugroho 
(2022), (Napitupulu & Ramadhita, 2022), and Azhari & Kerihi (2022). The research 
results show that internal control and the implementation of good corporate governance 
have a significant effect on fraud prevention. 
 

CONCLUSION 
 

The research results both partially and simultaneously show that internal control 
and the implementation of good corporate governance have a significant effect on fraud 
prevention. By implementing good internal control and implementing good corporate 
governance, fraud prevention activities in banking can be increased. Therefore, it is 
important for banking management to always evaluate improvements to the 
implementation of internal control and the implementation of good corporate governance 
based on recommendations from audit results provided by internal auditors so that they 
can improve the company's operational activities and minimize the possibility of fraud 
from both internal and external parties through various actions. precautions that 
management can take. 
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