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Abstract: The purpose of this study is to find empirical evidence regarding the effect of compensation suitability,
rewards and punishments, religiosity, and job rotation to fraud on financial statements. The population in this study
were BMT employees in Solo Raya. By using the method purposive sampling as a sampling method, obtained 100
employees who were sampled in this study. For data analysis, researchers used multiple linear regression analysis with
the help of software SPSS 25. The results of this study prove that rewards and punishment as well as job rotation affect
fraud on financial statements. Meanwhile, the suitability of compensation and religiosity has no effect on fraud on
financial statements.
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l. INTRODUCTION

Cases of fraud against financial reporting that occurred in Indonesia have developed in various private and
government financial institutions. Fraud or interpreted as fraud, namely activities such as manipulating financial
statements, corruption, and cases of embezzlement are increasingly prevalent today. Fraud is an act carried out by
someone in a cunning, dishonest, and deceptive way, this is done to get an advantage that is not in accordance with the
actual situation. The more cases of fraud that occur, it can lead to a work environment that is not conducive and can
harm many parties(Argarini, 2015).

FraudWhat happens in the banking sector can be interpreted as an act of deliberately violating internal
provisions (policies, systems, and procedures) and applicable laws and regulations for the sake of personal interests or
other parties that have the potential to harm the bank and related parties both materially and morally. Fraud can occur
due to pressure, perception of opportunity, and rationalization. Fraud can be committed by anyone, including those
who do not have a certain position or even from the owner of the company.Several cases that have occurred, fraud in
banking involves more internal bank parties(Egita, 2020).

According to the results of a survey by the Association of Certified Fraud Examiners (ACFE) in 2016 which is
presented in Figure 1.1, it has been found that the largest fraud perpetrators are among employees, with a value of
31.8%. Followed by the directors/owners of the company, with a figure of 29.4%. Perpetrators of fraud committed by
company managers amounting to 23.7%, and other fraud by 15.1%. Based on these figures, it can be concluded that
employees of a company have the highest potential for cheating. In other words, empirical data shows that most of the
actors come from internal companies. When associated with the fraud triangle model, this fact is relevant to the theory,
the occurrence of fraud, among others, there must be an opportunity and the opportunity is generally better understood
by insiders or employees. Fraud by employees is certainly influenced by several factors that trigger fraud(Egita, 2020).

One of the factors that can influence employee fraudulent behavior is compensation. Compensation can be used
to determine the level of satisfaction felt by employees, so that in the end it plays a role in the intention to commit fraud.
If the work is done in accordance with the compensation provided, the employee will also provide maximum
performance so that it can have a positive impact on the progress of the company, and conversely if the compensation is
felt to be inappropriate, the employee will not provide good performance and even a sense of desire can arise. commit
fraud, for example, such as corruption of company money and so on(Zainal, 2013).

Rewardsand punishment can also be an indicator of employee fraud against the company's financial statements.
Reward can be defined as the provision of feedback given by the company to employees in a positive form, namely in
the form of bonuses, prizes, awards or rewards. Punishment is defined as negative feedback given by the company to

www.theijbmt.com 190[Page



The Effect of Compatibility of Compensation, Reward And Punishment, Religiusity, and.....

employees such as reprimands and punishments. Giving rewards and punishments to employees can reduce the
occurrence of fraud, because the company is able to appreciate employees(Egita, 2020). While the research conducted
byDamara et al. (2020)stated that reward and punishment have a positive effect on fraud.

The next factor is employee religiosity. The attitude of religiosity possessed by each individual will affect their
performance because by instilling an attitude of religiosity, employees can know the limitations in carrying out
competition in the world of work. Religiosity can encourage each individual to always be wiser in facing challenges at
work. Religious activities in the company can help build better employee morals, so that in practice they will not do
things that violate the rules. This is in accordance with the researchUltimate (2014), that religiosity has a negative effect
on fraud. This shows that the higher the value of religiosity in employees, the more likely they are to avoid fraud. The
results of this study are inversely proportional to the results of research conducted byPurukan et al. (2020)which states
that religiosity has a positive effect on fraud, in other words increasing one's religiosity can actually increase the level of
fraud.

Another factor that can affect fraudulent actions is job rotation. Job rotation is defined as the process of moving
an employee from one job to another. Job rotation has a big role in improving employee skills and job satisfaction, so job
rotation is said to be a fairly important process in the policy of developing human resources. Job rotation can be used as
a way to avoid fraud because job rotation will make employees unable to master a job excessively so that it can reduce
the occurrence of fraud. This shows that job rotation can have a negative effect on fraud(Basukiet al., 2021).

One of the financial institutions that has a high potential for fraud is Baitul Maal Wat Tamwil (BMT). BMT is a
microfinance institution which in carrying out its activities is based on sharia principles. Based on the statement from
the Financial Services Authority (OJK), which stated that the possibility of fraud in BMTs was higher, this was because
monitoring of microfinance institutions was more difficult to do, so they were more flexible in committing fraud due to
lack of supervision(Setiyowati, 2018).

This research will use the theory ofFraudTriangle which is one of the basics of fraud prevention and detection
(fraud).There are three categories infraud,namely pressure, opportunity, and rationalization. This theory is in
accordance with the research to be carried out, judging that this research focuses on factors that can influence fraudulent
acts committed by BMT employees, then the theoryFraudTriangle is very appropriate to be used as a research base.

Several studies have found that compensation(Chandra & Ikhsan, 2015; Egita, 2020; Zainal, 2013), reward and
punishment(Egita, 2020), religiosity(Pamungkas, 2014), and job rotation(Basuki et al., 2021) negative effect on fraud.
There are several studies that found different results, where compensation, reward and punishment(Damaraet al., 2020),
religiosity(Purukan et al., 2020), and job rotation has a positive effect on fraud. The differences in the results of these
studies need to be studied more deeply to find out what factors can influence fraud.

1. LITERATURE REVIEW

FraudTriangle theory

Fraudtriangle is one of the basics of fraud prevention and detection (fraud).FraudThe triangle was first
introduced by Cressey in 1953, that there are three categories infraudnamely pressure, opportunity, and
rationalization(Kusumawardhani, 2020).
Fraud

Fraudis an act carried out by a party or individual with the intention of gaining profit, avoiding obligations, or
causing financial or non-financial losses to other parties. Fraud is usually perpetrated by perpetrators for personal gain.
Fraud is an act that is carried out consciously and intentionally to misuse something that is shared, such as company or
government resources for personal gain, which is then presented with false information to cover up the fraud.
Compensation Suitability

Compensation is an award given to an employee who receives in return for the work he has provided, both
periodic salary wages designed and managed by the personnel department. Compensation is a reward, an award given
by the organization to members of the organization who have carried out their duties and functions to achieve
organizational goals, compensation can be in the form of financial or non-financial(Fauzi, 2014).
Rewardsand punishment

Rewardsinterpreted as a reward, prize, award or reward. Rewards given to employees will have a significant
effect on performance. In other words, rewards given to employees will motivate employees to improve employee
performance. It can be concluded that, reward is positive feedback given by the company for the achievements made by
employees(Nurmiyati, 2012). Meanwhile, punishment is an unpleasant or unwanted consequence given by a superior
for a certain behavior that has been carried out. Punishmentif used effectively can suppress behavior in the organization,
in other words punishment should be given after careful and objective consideration of all aspects relevant to the
situation. Punishment can be given by managers or superiors in the form of criticism, demotion, even termination of
employment(Fortunisa et al., 2018).
Religiosity

Religiosity is a form of human behavior that is imbued with spiritual or religious values in all forms of work and
tasks. Religiosity is the interpersonal relationship between humans and Allah SWT, which is patterned and can be used
as a rule in human life so that life becomes orderly so that chaos does not occur in the process of worshiping Allah SWT.
Religiosity is a person's spiritual expression related to belief systems, values, applicable laws and rituals.
Job rotation
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According to Kreitner and Kinicki inArdyansah (2016)Job rotation is defined as the transfer of employees from
one job specialization to another. Job rotation is defined as the process of moving an employee from one job to another,
either unplanned or following detailed charts and schedules. Some of the definitions above can be concluded that job
rotation is a horizontal movement of employees, both planned and unplanned, to fill a certain position with different
types of tasks.

11, METHODOLOGY

This type of research is quantitative research.This research is all employees of BMT in Solo Raya for leadership,
marketing, and tellers. The sampling method in this study used purposive sampling, namely sampling based on certain
considerations. The selected sample is BMT employees who have worked for at least 1 year and already understand the
work system or management that has been set by the BMT where they work. There is a possibility if the BMT employee
has the desire to commit fraud. The data collection method used in this research is by using a questionnaire. And the
analysis in this study uses multiple linear regression analysis with the help of the SPSS (Statistical Product and Service
Solution) 25 program.

V. RESULTS

This study aims to find the regression equation or the influence between compensation suitability (X1), reward
and punishment system (X2), religiosity (X3), and job rotation (X4) on fraud (Y). Multiple regression analysis was
carried out with SPSS 25. The results of multiple linear regression analysis can be seen in table 4.10 as follows:

Table of Multiple Linear Regression Analysis Results

Variable \ Std. Error tcount Signs.
(Constant) 3,625 2,368 1,531  0.129
Compensation Suitability -0.010 0.048 -0214  0.831
Rewardsand punishment 0.519 0.099 5,250 0.000
Religiosity 0.049 0.061 30,753 0.453
Job Rotation 0.262 0.272 2,643  0.010

Source: Primary data, processed, 2022

The regression equation formed is as follows:
F = -0.010KK+ 0.519 R&P + 0.041R + 0.262 JR +¢

From the above equation, it can be explained as follows:

o The regression coefficient of the compensation suitability variable shows a value of -0.010 with a negative
direction. This shows that if the suitability of compensation increases by 1%, then the value of fraud decreases by
0.010.

o The regression coefficient for reward and punishment variables shows a value of 0.519 in a positive direction.
This shows that if the reward and punishment increase by 1%, the fraud value will increase by 0.519.

o The regression coefficient of the religiosity variable shows a value of 0.049 with a positive direction. This shows
that if the value of religiosity increases by 1%, then the value of fraud increases by 0.049.

o The regression coefficient of the job rotation variable shows a value of 0.262 in a positive direction. This shows

that if the job rotation value increases by 1%, then the fraud value increases by 0.262.

The Effect of Compensation Suitability on Fraud on Financial Statements

The results of statistical testing on the t test show the t count value of -0.214 < t table (1.660) with a significance
value of compensation suitability variable of 0.831 > more than a significance level of 0.05 and a beta coefficient value of
-0.018 which means that compensation suitability has no effect on fraud . The results showed that the application of
compensation suitability had no effect on fraud. This means that the results of this study are not in accordance with the
hypothesis that the author put forward before conducting the research. Based on the results of the descriptive analysis,
the average number of respondents' answers for compensation suitability was 3.85 in the high or good category (range
3.41-4.20) for the compensation suitability indicator. Although it is known that the average number of respondents'
answers for the compensation suitability variable is categorized as good, the first hypothesis of this study is rejected,
where compensation suitability cannot affect fraud on financial statements. Compensation is a form of appreciation
given to employees in return for their contributions to the organization. Compensation is everything that is received in
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the form of physical or non-physical that must be calculated and given to someone who is generally an object that is
exempt from income tax. Compensation is given in the form of hourly wages or periodic salaries designed and managed
by the personnel department. The results of this study are in accordance with research conducted by Compensation is a
form of appreciation given to employees in return for their contributions to the organization. Compensation is
everything that is received in the form of physical or non-physical that must be calculated and given to someone who is
generally an object that is exempt from income tax. Compensation is given in the form of hourly wages or periodic
salaries designed and managed by the personnel department. The results of this study are in accordance with research
conducted by Compensation is a form of appreciation given to employees in return for their contributions to the
organization. Compensation is everything that is received in the form of physical or non-physical that must be
calculated and given to someone who is generally an object that is exempt from income tax. Compensation is given in
the form of hourly wages or periodic salaries designed and managed by the personnel department. The results of this
study are in accordance with research conducted by Compensation is everything that is received in the form of physical
or non-physical that must be calculated and given to someone who is generally an object that is exempt from income tax.
Compensation is given in the form of hourly wages or periodic salaries designed and managed by the personnel
department. The results of this study are in accordance with research conducted by Compensation is everything that is
received in the form of physical or non-physical that must be calculated and given to someone who is generally an object
that is exempt from income tax. Compensation is given in the form of hourly wages or periodic salaries designed and
managed by the personnel department. The results of this study are in accordance with research conducted by (Siregar &
Hamdani, 2018)which states that the suitability of compensation has no significant effect on fraud. However, the results
of this study are not in line with the research conductedRianna Mialitha Purukan, Christoffel Kojo, and Victor PK
Lengkong (2020)which states thatSimultaneous Compensation Suitability, has a positive and significant effect on fraud.

Effect of Reward and Punishment on Fraud on Financial Statements

The results of statistical testing on the t-test show a t-count value of 5.250 > ttable (1.660) with a significance value
of reward and punishment variables of 0.000 < less than a significance level of 0.05 and a beta coefficient value of 0.531
which means that rewards and punishments have an effect on fraud. financial statements. This proves that by applying
rewards and punishments, employees will prefer not to commit fraud. Employees will tend to avoid fraud because they
know that they will be punished if they commit fraud. On the other hand, employees will also receive rewards if the
employee supports the company's policies in reducing fraud. The results of this study are in line with research
conducted by Mochamad Rizky Damara (2020) which states that there is a positive and significant effect of reward and
punishment on fraudulent financial reporting. However, the results of this study are not in line with research conducted
by Etis Egita (2020)which states thatthere is a negative effect of reward and punishment on fraud.

The Effect of Religion on Fraud on Financial Statements

The results of statistical testing of the significance of the religiosity variable of 0.453> more than the 0.05
significance level and the beta coefficient value of 0.061 which means that religiosity has no effect on fraud. The results
showed that the application of religiosity had no effect on fraud. This means that the results of this study are not in
accordance with the hypothesis that the researcher put forward before conducting the research. Based on the results of
the descriptive analysis, the average number of respondents' answers to religiosity was 4.22 in the very high or very
good category (range 4.21 - 5.00) for the religiosity indicator. Although it is known that the average number of
respondents' answers is categorized as very good, the third hypothesis of this study is rejected, where religiosity cannot
affect fraud. When referring to the fraud triangle theory, it can be said that even a religious person if he is in a severe
condition or feels pressured due to economic factors, then this can be one of the driving factors for committing fraud.
Due to the pressure and opportunity factors, it is possible for someone to justify fraudulent acts, so it can be said that
religiosity does not affect fraud. The results of this study are in line with the research conducted by Sitti Maulina (2022)
which states that the religiosity variable has no and no significant effect on fraud. However, this is not in line with
research conducted by Rianna Mialitha Purukan, Christoffel Kojo, and Victor PK Lengkong (2020) which states that
simultaneously religiosity,

Effect of Job rotation on Fraud on Financial Statements

The results of statistical testing on the t-test show the t-count value of 2.643 > ttable (1.660) with a significant
value of job rotation variable of 0.010 < less than the 0.05 significance level and the beta coefficient value of 0.272 which
means that job rotation has an effect on fraud. The results showed that the average respondent's response was 3.93 in the
high or good category (range 3.41-4.20) for the job rotation indicator. This means that most respondents think that job
rotation onBMT in Solo Rayahas been very good, such as doing job rotations for employees, doing promotions or
promotions, and in this job rotation, employees have more abilities for a job in the workplace after. Job rotation is an
internal control that can be used to avoid fraud. An Employee will be aware that any action he/she takes in a position
can be known by other employees when his/her position is changed. Intercompany transfers or employee rotations also
help disperse the culture by increasing employee socialization and potentially reducing employee fraud by preventing
employees from becoming too familiar with a particular entity, co-worker and/or transaction system. From this theory
it can be concluded that job rotation can reduce fraud by employees. The results of this study are in line with research
conducted by Etis Egita (2020) which states that job rotation has a positive effect on fraud.
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V. CONCLUSION

This study empirically proves that reward and punishment as well as job rotation have an effect on financial
statement fraud. Meanwhile, the suitability of compensation and religiosity has no effect on financial statement fraud.
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