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Abstract 

The aim of this research is to determine the influence of Good Corporate Governance and Morality on Fraud Prevention 
in LPDs throughout Sukawati District directly or moderated by the Tri Hita Karana culture. The population in this study 
was LPDs in Sukawati District, totaling 33 LPDs with respondents for each LPD consisting of Leaders/Chairmen, 
Treasurers, Financial Administration Staff and Internal Supervisory Bodies. The sampling technique used was a 
saturated sampling technique where research data was collected through the results of distributing questionnaires and 
analyzed using the Moderated Regression Analysis (MRA) analysis technique. The research results state that Good 
Corporate Governance has a positive effect on Fraud Prevention. Morality has a positive effect on Fraud Prevention. Tri 
Hita Karana Culture is a moderating variable that strengthens the influence of the Good Corporate Governance variable 
on Fraud Prevention. Tri Hita Karana Culture is a moderating variable that strengthens the influence of the Morality 
variable on Fraud Prevention. The results of this research can provide practical contributions to interested parties, 
namely LPD managers and village behavior as LPD owners. LPD can increase awareness and understanding of the 
importance of good corporate governance and morality in preventing fraud. Training related to Tri Hita Karana cultural 
values can also be provided to employees to strengthen commitment to ethical and responsible practices. 
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1. Introduction

Fraud cases are on the rise and have increased drastically from previous years, where 3 cases occurred in the same year. 
The losses incurred are not small, from the cases and phenomena that occur, indicating that acts of fraud are still often 
carried out, one of which is in Gianyar Regency. The importance of fraud prevention becomes increasingly apparent 
along with the negative impacts resulting from fraud, such as the potential to cause significant financial losses for 
companies, government organizations and individuals. Undetected or unanticipated fraud incidents can drain financial 
resources that should be used for growth and development. Organizations tend to lose public trust when fraud is 
revealed, which can result in a decrease in revenue, a decrease in share prices, and a negative impact on the company's 
reputation. Not only does it impact the organization and its direct perpetrators, but fraud can also affect the wider 
community, such as mass layoffs and negative impacts in a region's economy, therefore the government and financial 
supervisory bodies are increasingly intensifying regulations related to fraud prevention. Research in this regard helps 
organizations to understand and comply with these regulations, reduce the risk of breaking the law, and avoid possible 
sanctions. 

Steps to reduce the potential for problems related to this phenomenon are that it is important to implement a 
governance framework that can push the company in a more appropriate direction (Putri et al., 2017). The Indonesian 
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Forum for Corporate Governance (FCGI) has put forward the concept of good corporate governance as a guide that 
explains interactions between the government, employees, creditors and other related parties, both internal and 
external. The concept of good corporate governance can be defined as an organizational management framework that 
enables company control and direction towards improving quality (Sutedi, 2011). The hope is that through the 
implementation of good corporate governance, the company's governance structure can be improved so that it can 
prevent fraud. The implementation of good governance in financial management can be more compliant with 
established rules, have clear and accountable procedures (Saraswati & Budiasih, 2019). Several previous studies have 
investigated the impact of good corporate governance on fraud prevention efforts, such as studies conducted by (Dianita 
et al., 2021; Halbouni et al., 2016; Jannah, 2016; Natalia & Sujana, 2022; Prena & Kusmawan, 2020) which indicates that 
the implementation of good corporate governance has an influence on fraud prevention. These research results 
contradict previous findings reported by (Patriarini, 2018; Saputra et al., 2022) stating that good corporate governance 
has a negative impact on fraud prevention efforts. 

Other factors in fraud prevention must also be strengthened by personal factors such as morality. Morality can be seen 
when someone takes correct actions not solely to gain profit, but because of awareness of their duties and 
responsibilities. Morality has a key role in committing individuals in the organizational structure to comply with 
applicable regulations (Atmadja & Saputra, 2017) therefore the morality factor has great significance in supporting 
fraud prevention. Several previous studies have concluded that morality has a positive influence on fraud prevention, 
such as studies conducted by (Arie et al., 2022; Chairi et al., 2022; Gunawan et al., 2020; Laksmi, 2020; Saputra et al., 
2020). These research results contradict previous findings reported by (Ade, 2017; Dewi et al., 2017) that morality has 
no influence on fraud prevention. 

The factors that cause fraudulent acts cannot be separated from the fraud triangle concept which is supported by three 
elements such as rationalization, opportunity, and pressure. Pressure factors refer to incentives to engage in fraudulent 
behavior, whether they occur within or outside the party concerned, while opportunity factors arise because of 
weaknesses in fraud prevention. The rationalization factor, which fraudsters seek, involves a process of justification and 
the view that their actions are normal or not surprising. The Fraud Triangle theory approach is applied in this research 
because this theory underlines the importance of an institution's efforts to minimize opportunities for fraud, with 
opportunities that can be reduced through the implementation of good corporate governance. Implementing GCG in 
companies will be able to minimize the opportunistic nature of management so that it will have an impact on improving 
company performance (Putri, 2012). There is also a close relationship between rationalization factors and morality 
variables, considering that individuals with good morality will tend to have little possibility of looking for reasons or 
justifications in carrying out actions that show fraud and emotional pressure which includes factors such as jealousy, 
envy, prestige and position. can be minimized through the formation of a healthy organizational culture. 

The impact of fraud is not only detrimental to organizational assets, but also has the potential to damage reputation 
(Dianita et al., 2021), if irregular actions continue, it can endanger the company's health (Dwiyanti et al., 2022), 
therefore fraud prevention research helps identify fraud risks, developing better prevention strategies, and maintaining 
trust in business, finance, and society. This is important to reduce economic and social losses caused by fraud, so there 
is a need for adequate prevention and supervision efforts to maintain the integrity and sustainability of the LPD as an 
institution that supports economic development and customs in Traditional Villages. 

Based on the results of previous research that have been presented, there are inconsistencies in previous findings 
regarding good corporate governance and morality which may be caused by the existence of other variables that 
influence the relationship between these factors, so a contingency approach is needed that can accommodate these 
contradictory results, which functions as moderating factors in research models. The variable that is assumed to act as 
a mediator in moderating good corporate governance and morality in fraud prevention is the Tri Hita Karana culture. 
Organizational culture includes harmony with the Tri Hita Karana cultural values held by all members of the agency, 
from leadership to staff (Dewi et al., 2022). Every individual is able to adapt to the norms and values of the organization 
in their workplace. Cultural adjustments play an important role in facilitating the implementation of employee duties 
effectively and efficiently (Prihono et al., 2016). The importance of implementing effective company management within 
an institution or group, to prevent potential fraud, can be supported by the application of local wisdom principles such 
as the Tri Hita Karana culture (Dewi et al., 2021). The application of Tri Hita Karana cultural values in the LPD can 
motivate the LPD supervisory body to work better so that it will improve its performance (Sudiartini & Mimba, 2018). 

2. Literature Review and Hypothesis Development 

Good corporate governance (GCG) is the practice of corporate or organizational governance that is based on good 
principles. The implementation of GCG, apart from preventing LPDs from potential fraud, also has the potential to 
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improve LPDs' financial performance (Latrini & Budiasih, 2023). Fraud prevention can be done by applying the 
principles of good corporate governance, namely transparency; accountability; responsibility; independence; and 
fairness and justice (Meiryani, 2019). Applying GCG principles well and sustainably tends to be better in preventing 
fraud because in GCG principles there is an element of transparency so that customers can know the results of 
performance (Prena & Kusmawan, 2020). The implementation of this policy is expected to create a good corporate 
atmosphere and improve the company's internal well and is a mechanism that encourages the relationship between 
management performance and stakeholder interests (Handoko & Amelia, 2021). Based on the results of research 
conducted by (Dianita et al., 2021) which shows that good corporate governance has a positive effect on preventing 
fraud. The results of this research are also supported by research (Halbouni et al., 2016; Jannah, 2016; Kurniawan & 
Izzaty, 2019; Natalia & Sujana, 2022; Soleman, 2013; Sumitariani & Adiputra, 2020; Taufik, 2019) which shows that 
good corporate governance has a positive effect on fraud prevention. Based on previous research, if the implementation 
of GCG principles can run well, then the entire fraud prevention process will run effectively, so that matters related to 
fraud prevention will also improve. It was concluded that the more effective the implementation of GCG, the greater the 
increase in fraud prevention. 

H1: Good Corporate Governance has a positive effect on Fraud Prevention 

Morality is related to rationalization in the fraud triangle theory. There are so many justifications for wrong actions 
circulating in society that they tend to encourage fraudulent actions that continue to occur to this day. There is a close 
relationship between rationalization factors and morality variables, considering that individuals with good morality 
tend to have little possibility of looking for reasons or justifications in carry out actions that indicate fraud. 

Conradie (2006) suggests that morality refers to a lifestyle in which individuals express, implement and carry out their 
views regarding right and wrong. Generally, individuals tend to associate morality with various types of behavior, such 
as specific actions or decisions that must be taken when faced with complex moral situations as social creatures. 
Morality is also a factor that influences fraud prevention. High morality in individuals will increase reducing fraud, 
increasing individual morality, which can be done by applying correct morals in daily activities, will prevent fraudulent 
behavior (Basri et al., 2023). Based on the results of research conducted by (Saputra et al., 2020) which shows that 
morality has a positive influence on fraud prevention. The results of this research are also supported by research (Arie 
et al., 2022; Chairi et al., 2022; P. C. P. Dewi et al., 2022; Gunawan et al., 2020; Laksmi, 2020; Rahmawati et al., 2020; 
Wahyudi et al., 2021) which shows that morality has a significant positive effect on fraud prevention.  

Based on previous research, where increasing morality can improve well, the entire fraud prevention process runs 
effectively, so that matters related to fraud prevention also increase, so increasing morality has a positive effect on fraud 
prevention.  

H2: Morality has a positive effect on fraud prevention 

LPD's operational activities are closely related to the local culture that develops in Bali, namely Tri Hita Karana. Tri Hita 
Karana culture is the basis for humans to act and carry out all tasks in society or other social environments. Acts of fraud 
can be minimized if the Tri Hita Karana cultural teachings are implemented well and are believed to exist as a doctrine 
that brings happiness to those who implement them, on the grounds that the Tri Hita Karana cultural teachings direct 
all society to the teachings of karma (Atmadja et al., 2019). Based on research conducted by (Saputra et al., 2022) which 
shows that the Tri Hita Karana culture has a significant positive effect on fraud prevention. These results are also 
supported by research (Atmadja et al., 2019; P. P. Dewi et al., 2021; Purnamasari & Amaliah, 2015; Saputra & Sanjaya, 
2019) which shows that the Tri Hita Karana culture has a positive effect on fraud prevention and (Adelia et al., 2023) 
also states that the Tri Hita Karana culture weakens the relationship between individual morality and Fraud tendencies. 

Tri Hita Karana culture is a component that complements and provides an understanding that all actions must be 
balanced. Applying GCG principles, and reinforced by implementing a high THK culture, is able to improve the 
performance of LPD employees (Ida et al., 2020). The implementation of good governance in an LPD, coupled with the 
Tri Hita Karana culture which is used as the basis for every business activity carried out by employees, is an approach 
that can strengthen and align ethical principles in company operations (Mulyawan et al., 2017). The combination of 
THK's cultural values with the principles of good corporate governance can strengthen fraud prevention efforts in the 
organization.  

H3: Tri Hita Karana culture strengthens the effect of good corporate governance on fraud prevention 
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The role of organizational culture provides an important meaning for the development of an organization so that 
organizational culture needs to be considered in implementing capabilities as an organizational strategy. A contingency 
approach, in the context of understanding and adapting to local cultural values such as Tri Hita Karana, is important for 
designing fraud prevention strategies that are effective and appropriate to the organizational context. One tradition that 
is quite well known in Balinese society is the concept of Tri Hita Karana Culture. Tri Hita Karana Culture is a concept of 
totality that includes the universe, where elements of Tri Hita Karana Culture in which the universe (macrocosm) 
includes the natural physical environment, humans as the driving force, and God who animates the universe. Tri Hita 
Karana culture can basically be measured by, which emphasizes that prosperity is achieved when a harmonious 
relationship is realized between human society and God (parahyangan), with fellow humans and the natural 
environment (Saputra et al., 2022). 

Based on Bali Province Regional Regulation No. 4 of 2019 states that LPD is a financial institution belonging to a 
traditional village whose existence is recognized, formed, regulated and managed based on customary law, so that LPD 
operational activities are closely related to the local culture that is developing in Bali, namely Tri Hita Karana. The Tri 
Hita Karana cultural concept is used because it is considered capable of creating a culture of honesty, openness and 
assistance as well as eliminating opportunities for fraud to occur. Tri Hita Karana culture requires positive management 
actions and behavior (Suartana & Jati, 2017). By implementing the Tri Hita Karana culture, LPD managers will not take 
actions that cause harm to the LPD and also to village manners as LPD owners. Based on research conducted by (Saputra 
et al., 2022) which shows that the Tri Hita Karana culture has a significant positive effect on fraud prevention. These 
results are also supported by research (Atmadja et al., 2019; Dewi et al., 2021; Purnamasari & Amaliah, 2015; Saputra 
& Sanjaya, 2019) which shows that the Tri Hita Karana culture has a positive effect on fraud prevention and (Adelia et 
al., 2023) also states that the Tri Hita Karana culture weakens the relationship between individual morality and Fraud 
tendencies. 

Tri Hita Karana culture is a component that complements and provides an understanding that all actions must be 
balanced. The Tri Hita Karana culture, with its emphasis on ethics, balance and social awareness, can play an important 
role in strengthening morality and ethics in fraud prevention efforts. The Tri Hita Karana culture can be a strong basis 
for creating an organizational culture that values integrity, respects ethical values, and contributes to fraud prevention.  

H4: Tri Hita Karana culture strengthens the effect of morality on fraud prevention 

3. Methods 

Population in the context of this research is a generalization of an area that includes objects or subjects that have certain 
qualities and characteristics that have been determined by researchers for study purposes and will later be used to 
make conclusions (Sugiyono, 2019: 126). The population in this study was LPDs in Sukawati District, totaling 33 LPDs 
with respondents for each LPD consisting of 4 people, so in total there were 132 respondents, but because one of the 
LPDs, namely LPD Griya Kutri, only had 2 administrators, Head and Administration, the total sample consisted of 131 
samples. The author chose to use a non-probability sampling technique. The Non-Probability Sampling technique used 
in sampling in this research was Census/Saturated Sampling. This was done with the hope that the sample could provide 
significant answers to the research problems, considering the relevant categories, namely consisting of the 
Chairman/Chairman, Treasurer, Administrative Staff for the finance section of LPDs in the Sukawati District and the 
internal supervisory board of the LPDs in the District. Sukawati. Taking these respondents as a sample represents the 
entire population in this study, because these respondents know the preparation of financial reports. The data collection 
method used in this research is a survey method with a questionnaire. The questionnaire used in this research was in 
the form of a Google form which was given directly to the research location and given to each respondent. 

The data analysis technique used in this research uses Moderated Regression Analysis (MRA). Regression analysis is a 
tool whose aim is to help estimate or predict the value of a dependent variable from one or several independent 
variables. 

4. Result and Discussion 

4.1. Moderated Regression Analysis (MRA) Test Results 

Moderated Regression Analysis (MRA) Interaction Test is an application of multiple linear regression where the 
equation contains elements of interaction (multiplication of two/more independent variables). The results of the 
Moderated Regression Analysis (MRA) test are in Table 1. 
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Table 1 MRA Test Results 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) 16.896 13.808  1.224 0.223 

Good Corporate Governance 0.345 0.133 0.620 8.195 0.001 

Morality 0.336 0.186 0.569 7.269 0.007 

Tri Hita Karana Culture 0.308 0.263 0.516 7.030 0.006 

X1_M 0.202 0.084 0.488 2.474 0.036 

X2_M 0.209 0.085 0.762 2.598 0.042 

Primary Data, 2024 

Model persamaan Moderated Regression Analysis (MRA):  

Y = 16.896+0.345X₁+ 0.336X2+ 0.308X3+ 0.202X1X3 +0.209X2X3 

From the equation above it can be explained that: 

 Based on the regression model, it has a constant of 16.896, this means that if the independent variables Good 
Corporate Governance, Morality and Tri Hita Karana Culture are assumed to be equal to zero, then Fraud 
Prevention will increase by 16.896. 

 The regression coefficient value for the Good Corporate Governance variable (X1) is 0.345 in this research which 
means that when the Good Corporate Governance variable (X1) increases by one unit, Fraud Prevention will 
increase by 0.345. 

 The regression coefficient value for the Morality variable (X2) is 0.336 in this study which means that when the 
Morality variable (X2) increases by one unit, Fraud Prevention will increase by 0.336. 

 The regression coefficient value for the Tri Hita Karana Culture variable (X3) is 0.308 in this study which means 
that when the Tri Hita Karana Culture variable (X3) increases by one unit, Fraud Prevention will increase by 
0.308. 

 The regression coefficient value of the interaction between Good Corporate Governance and Tri Hita Karana 
Culture in this study is 0.202, which means that with the interaction between Good Corporate Governance and 
Tri Hita Karana Culture, Fraud Prevention will experience an increase of 0.202 

 The regression coefficient value for the interaction between Morality and Tri Hita Karana Culture in this study 
is 0.209, which means that with the interaction between Morality and Tri Hita Karana Culture, Fraud Prevention 
will experience an increase of 0.209. 

4.2. Determination Coefficient (R2) 

This analysis is used to determine the total contribution of the independent variable to the dependent variable in 
percentage, using the formula D = R2 x 100%. The results of the coefficient of determination can be seen in Table 2. 

Table 2 Determination Coefficient (R2) 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.772a 0.596 0.580 1.83669 

Primary Data, 2024 

The results of the coefficient of determination test above show R2 (R Square) of 0.596, which means that fraud 
prevention can be explained by the variables Good Corporate Governance, Morality, Tri Hita Karana Culture, X1_M., and 
X2_M around 59.6% and the remaining 40.4%. influenced by other variables that have not been examined in this 
research. 
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4.3. Model Feasibility Test (F-Test) 

The F test or feasibility of this model is basically carried out to find out whether all the independent variables included 
in the model have a joint influence on the dependent variable. The method used is to look at the magnitude of the 
significant probability value. According to Ghozali (2016:97) if the significant probability value is <5% then the 
independent variable or independent variable will have a significant effect together on the dependent variable. The 
results of the F test in this research can be seen in Table 3. 

Table 3 F Test Results 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 622.947 5 124.589 36.933 0.000b 

Residual 421.679 125 3.373     

Total 1044.626 130       

Primary Data, 2024 

The results of the model feasibility test in Table 5.19 show the calculated F value of 36.933 with a probability of 0.000 
which is below the value of 0.05. This means that the variables Good Corporate Governance, Morality, Tri Hita Karana 
Culture, X1_M and X2_M jointly or simultaneously influence Fraud Prevention. 

4.4. t test 

Test the hypothesis using the moderation model regression test (MRA) by looking at the t test results. Conclusions can 
be drawn from the hypothesis based on the probability value of the t test on the independent and moderating variables. 
This test can be carried out by looking at the results of the regression carried out with the SPSS program, namely by 
comparing the significance level of each independent variable with α = 0.05, if the significance level t ≤ 0.05 then H is 
accepted, and Ho is rejected. Conversely, if the significance level t > 0.05, then H is rejected, and Ho is accepted. The 
results of the t test in this study can be seen in Table 5.20. 

Table 4 t test results 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. 
Error 

Beta 

1 (Constant) 16.896 13.808  1.224 0.223 

Good Corporate Governance 0.345 0.133 0.620 8.195 0.001 

Morality 0.336 0.186 0.569 7.269 0.007 

Tri Hita Karana Culture 0.308 0.263 0.516 7.030 0.006 

X1_M 0.202 0.084 0.488 2.474 0.036 

X2_M 0.209 0.085 0.762 2.598 0.042 

Primary Data, 2024 

The Good Corporate Governance variable has a regression value of 0.345 and a significance level of 0.001 which is less 
than 0.05, so H1 is accepted. This means that Good Corporate Governance has a positive effect on Fraud Prevention. 

The Morality variable has a regression value of 0.336 and a significance level of 0.007 which is less than 0.05, so H2 is 
accepted. This means that Morality has a positive effect on Fraud Prevention. 

The moderating variable X1_M has a regression of 0.202 and a significance level of 0.036 which is less than 0.05, then 
H3 is accepted. This shows that the Tri Hita Karana Culture variable is a moderating variable that strengthens the feect 
of the Good Corporate Governance variable on Fraud Prevention, therefore the third hypothesis (H3) proposed in this 
research is proven or accepted. 
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The moderating variable X2_M has a regression of 0.209 and a significance level of 0.042 which is less than 0.05, then 
H4 is accepted. This shows that the Tri Hita Karana Culture variable is a moderating variable that strengthens the 
influence of the Morality variable on Fraud Prevention, therefore the fourth hypothesis (H4) proposed in this research 
is proven or accepted. 

5. Conclusion 

Good corporate governance has a positive effect on Fraud Prevention. The results of this research are in accordance 
with the fraud triangle concept, showing that the occurrence of fraud is influenced by the interaction between pressure, 
opportunity and rationalization. The concept of pressure in the fraud triangle is related to external and internal 
conditions that encourage individuals to commit fraud. The implementation of good corporate governance can help 
reduce external pressures, such as high performance demands or financial difficulties, which trigger individuals to 
commit fraud. 

Morality has a positive effect on Fraud Prevention. Individual morality is also one of the actions that influences the 
prevention of fraud. Individuals feel that the right thing is what is in the individual's interests, then at a higher level of 
morality the individual assumes that truth is based on ethical principles, equality of human rights and dignity as living 
creatures. The morality of each individual will influence how he will behave. Individual morality can be measured by 
assessing a person's level of discipline, where the element of discipline is formed by the consistency and authority of an 
organization. 

Tri Hita Karana Culture is a moderating variable that strengthens the effect of good corporate governance variables on 
fraud prevention. Tri Hita Karana culture can also be a factor in reducing internal pressure, because individuals tend to 
be more careful in acting in accordance with the values they adhere to. Opportunities to commit fraud can occur when 
there are gaps or weaknesses in the internal control system. Implementing good corporate governance can help reduce 
opportunities to commit fraud by strengthening internal control and effective supervision. 

Tri Hita Karana Culture is a moderating variable that strengthens the effect of the morality variable on fraud prevention. 
Tri Hita Karana's culture, which encourages balance and harmony in relationships between individuals, organizations 
and the environment, can also reduce opportunities for committing fraud. Rationalization is a mental process carried 
out by fraud perpetrators to convince themselves that the actions carried out are legal or acceptable, with moral values 
applied in the organization can help reduce the possibility of rationalization to commit fraud. The Tri Hita Karana 
culture which prioritizes the values of honesty and integrity can also form a mental attitude that is more consistent with 
ethical principles in dealing with challenging situations. 

The results of this research can provide practical contributions to interested parties, namely LPD managers and village 
behavior as LPD owners. LPD can increase awareness and understanding of the importance of good corporate 
governance and morality in preventing fraud. Training related to Tri Hita Karana cultural values can also be provided 
to employees to strengthen commitment to ethical and responsible practices. Implementing strict policies and 
procedures related to the principles of good corporate governance can help prevent opportunities to commit fraud. 
Involving the community in the decision-making process through participatory mechanisms based on Tri Hita Karana 
cultural values can increase the sense of ownership and shared responsibility for the LPD, thereby reducing the 
potential for fraud. 
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