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Abstract
The objective of this study is to test the influence of budgetary participation on budgetary slack, as well as to

test whether or not information asymmetry, job relevant information, goal orientation, organizational
commitment, and innovation perception are the moderation variables that affect the relation between
budgetary participation and budgetary slack. Sample in this research is the managers in all Faculty of “X” State
University in Indonesia who comprised of the head of department and the head of study program in total
number 87 manager. Analysis is done through descriptive, instruments of validity and reliability tests, classical
assumption test, and interaction regression analysis. Research findings showed that budgetary participation
negatively affected budgetary slack. Higher participation level in the budgetary process will decrease the
tendency of budgetary slack from happening. Information asymmetry, goal orientation, and innovative
perception moderate the relation between budgetary participation and budgetary slack. Job relevant
information and organizational commitment do not have any influence on the relation between budgetary
participation and budgetary slack. This article gives contribution to the inconsistencies in many previous studies
about the relation between budgetary participation and budgetary slack by adding other variables that are
suitable with the organizational characteristics of public sector related to work behavior and work culture
especially in state university and in emerging country scenario.
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1. Introduction

The commitment of the Government of Indonesia toward Indonesian education is embodied by
giving 20% budget of total State Income and Expenditure Budget (APBN) in number of IDR 207 billions (or
10.350 millionsPound sterling) from the total of Indonesian APBN of IDR 1,037 billions in 2009 (Santoso,
2014). Education has become the priority for public service provided by the government. Given with such
huge amount of budget thus a very careful planning necessarily be taken so the budget can be right on
target and can be enjoyed by all Indonesian children.

This budget has to be used to administer education, to improve educational facilities and
infrastructures, and to grant scholarships to top achievers and poor students. In order to operate the
organizational activities in a more effective and efficient ways thus a planning and controlling tools are
required, namely a budget which constitutes the element of management control system (Schiff and Lewin,
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1970). A good financial planning for people must be carried out in precise and correct ways. People or
parties who involved in the budgetary process are required to have competence and dedication so that the
granted fund can be allocated correctly and appropriately for each activity. A budget has to be well design,
effectively and efficiently implemented, adequately monitored and its performsnce evaluated (Oniore,
2014).

The budgetary making process has direct impact on the human behavior (Siegel and Marconi, 1989),
especially for those who directly involved in that budgetary making process. The most frequent problem
found from the involvement of subordinates or budget implementer in budget making process is the
presence of budgetary slack, namely an attempt done by subordinate or budget managers to facilitate the
achievement of budgetary target by raising the cost or reducing the revenue than it should be (Merchant,
1981; Young, 1985; Lukka, 1988).

The presence of budgetary slack can be triggered by several causes, among others, the existence of
rigidity or inflexibility in controlling the budget. Management performance will be measured based on the
budgetary achievement. As consequence, higher career paths, bonuses, and salaries will increase if they are
able to meet the budget target. Otherwise, for managers who cannot meet the target, he or she will face
the pressures from upper management, such as in form of losing trust, losing bonuses, and even losing jobs
(Merchant and Manzoni, 1989). In this kind of condition, those subordinates will seek ways to protect
themselves from the risks of unable to meet the predetermined budget target (Schiff and Lewin, 1970;
Onsi, 1973; Lukka, 1988). One of ways to do so is by doing budgetary slacking.

2. Theoretical Framework and Hypothesis Development
2.1. Budget

Freeman (2003) stated that budget is a process of allocating resources owned and done by public
sector organizations for unlimited demands. Siegel and Marconi (1989) stated that budget is managerial
plans to express its actions in financial forms. If the budgetary process is based on the predetermined long-
term activity plan, actually this budget will not take any organization anywhere. Budget comprises the
element in the management control system which has function as the controlling and planning tools so that
subordinates or managers able to perform organizational activities in more effective and efficient ways
(Schiff and Lewin, 1970; Brownell, 1983; Dunk, 1993). According to Kenis (1979), budget is not merely a
financial plan which sets the income and cost, as well as a center of accountability in any organization, but
also a means for the highest decision making (top management) to coordinate, control, communicate,
evaluate, and motivate their subordinates.

2.2. Budgetary Participation and Budgetary Slack

Budgetary participation provides and produces bigger opportunities for subordinates or budget
managers to create budgetary slack if they have more information than their superiors (Baiman and Evans,
1983; Lukka, 1988; Dunk, 1993; Shields and Young, 1993). Studies about the influence of budgetary
participation on budgetary slack still show inconsistencies in their results. Onsi (1973), Fitri (2004),
Merchant (1981), and Pratiwi (2011) stated that budgetary slack is decreasing since the participation is
directed to positive communication. However, (Young, 1985; Dunk, 1993; lkhsan and Ane, 2007; Kartika,
2010) stated that participation can conversely increase budgetary slack.

H;.Budgetary participation negatively affects budgetary slack.

2.3. Information Asymmetry

It is a condition where one party has more knowledge than other parties related to something. Dunk
(1993) explained that information asymmetry occurred when within an organizational unit; subordinates
have more information than their superiors. Anthony and Govindarajan (2007) stated that the theory of
agency underlies the presence of information asymmetry, namely the agent (subordinate) is given with
authority by the principal (superior) to manage or organize a company or an organization. Studies by
Merchant (1981) and Young (1985) showed that subordinates who conceal the relevant information in the
budgetary process will likely to raise the budgetary slack. Information asymmetry happened due to the
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imbalance of information ownership between superior or the budget power holder and subordinates or
budget managers. It occurs because subordinates or budget managers are more directly involved in
company’s daily operations compared to their superiors or budget power holder.

H..Information asymmetry affects the relation between budgetary participation and budgetary slack.

2.4. Job Relevant Information

Job Relevant Information is defined as an information that facilitates or mediates positive relation
among decision making processes related to a certain task in a certain organization (Kren, 1992). Job
relevant information helps subordinates or budget managers to increase the options of a decision through
an information that well succeed (Baiman and Evans, 1983). Subordinates of budget managers who take
part in the budgetary process will produce private information, in which superiors or budget power holders
have not had that information yet, hence it will increase the understanding between superior and
subordinates in budgetary process (Merchant, 1981; Chow et al, 1988; Nouri and Parker, 1998).

Hs. Job relevant information (JRI) affects the relation between budgetary participation and budgetary
slack.

2.5. Goal Orientation

According to Chai et al (2012), goal orientationis related to why and how individuals or subordinates
try to achieve more than to meet the stand ards. Goal orientation shows individual’s working mental in
interpreting and responding certain achievement situation (Yeo and Neal, 2004). Related to budgetary, goal
orientation has been a strong will or determination to meet the objectives of certain budget and to
improve them over time in order to be better (Chong and Chong, 2002). Budgetary system is not only
limited by financial control, but also having influence on the behavioral aspect of subordinates or budget
managers regarding to budgetary process. Subordinates or budget managers in the budgetary participation
system have direct involvement within the budgetary process. Accordingly, the goal orientation is going to
be achieved by an organization can have a conflict with the goal orientation of its each individuals or
groups.

H,.Goal orientation affects the relation between budgetary participation and budgetary slack.

2.6. Organizational Commitment

According to Wiener (1982) and Curtis (2001), organizational commitment is defined as an inner
drive of individual’s desires in doing something that can support the successfulness of an organization
where the individual works in accordance with the objectives and that prioritize more on organizational
interests. Organizational commitment is defined as a strong will to become a member of a group and as a
high hard work for certain organization (Davis and Luthans, 1980). According to Durkin and Bennett (1999),
organizational commitment is individual’s strong and closely feeling or sensetoward the organizational
values and objectives regarding to individual’s roles in achieving those objectives and values. A strong
organizational commitment will boost individuals to work hard in achieving the organizational objectives
budgetary participation will produce budgetary sufficiency and later on will influence their performance
(Nouri and Parker, 1998).

Hs.Organizational commitment affects the relation between budgetary participation and budgetary
slack.

2.7. Innovative Perception

Innovative perception is defined as a picture of the extent of subordinates or budget managers
consider themselves as innovative person. Subordinates or budget managers will be more motivated to
perform their job when their ideas are appreciated (Quirinet al., 2001; Subramaniam and Ashkansy, 2001).
Those are very important because the budgetary operation in University is started from the lowest working
unit, thereby inputs from subordinates or budget managers will be very beneficial during the budgetary
process. By the presence of budgetary participation thus will foster innovative perceptions on the part of
managers. By getting involved in the budgetary process will foster managers’ innovative perceptions.
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Subordinates of budget managers who think that their ideas are appreciated by the organization they are
working to will successfully foster higher innovations.
Hs.Innovative perception affects the relation between budgetary participation and budgetary slack.

3. Methodology of research

Sample in this research is the managers in all Faculty of a “X” State University in Indonesia which
consisted of the Head of Study Program in total number of 104 people. Sample is taken by using purposive
sampling technique, namely sample is taken for particular purpose in number of 87 respondents who
returned the questionnaires. Those or managers were taken as sample because the researcher considered
them the best sources to give information needed in the study. Data used in this research is in form of
primary data. This primary data is obtained and collected directly from the study site through
questionnaires.

3.1. Measurement

BudgetaryParticipation. Budget is short-term work plan expressed quantitatively and measured in
monetary units in which its making is conformed with the predetermined long-term work plan (Mulyadi,
2001). The budgetary process involves subordinates or budget managers. It is believed that this is able to
increase the sense of control and involvement among the subordinates or budget managers (Chong and
Chong, 2002). The measurement of influence and involvement of individual subordinate or budget manager
within the budgetary process is done by using the instrument developed by Milani (1975). This instrument
has 6 items of questions with scores in form of scale from 1 to 7. One mean highly disagree and seven
means highly agree.

Budgetary Slack.Budgetary slack is the difference between the reported budget and the budget
based on the real estimationso that the target put on the subordinates can be easily achieved (Anthony and
Govindarajan, 2007). Young (1985) outlined that budgetary slack is a particular action taken by
subordinates to reduce their productive capabilities when they are given with opportunity to set their
working stand ards. Items used in measuring the budgetary slack adapt questions that had been used by
Dunk (1993) which consisted of six items of questions. Scale is used, one shows the answer of highly
disagree, and seven means highly agree.

Information Asymmetry. Kren et al. (1988) explained that information asymmetry is the difference of
information ownership between superiors and subordinates related to relevant budge information. Usually
superiors have less information than their subordinates. A questionnaire developed by Dunk (1993) is used
to measure this variable. This variable measurement consists of 6 (six) questions by using Likert scale of one
to seven. The scale scores showed the answer for each item in which the options would be one is for highly
disagree and seven is highly agree.

Job Relevant Information. In this research, job relevant information (JRI) is identified as one of
information that helped managers to make decision effectively through any well-informed efforts (Kren,
1992). To measure this variable thus the questionnaire developed by Kren (1992) is employed here. This
variable measurement used 3 (three) questions in Likert scale of one to seven. Those three questions
comprised the understanding about the tasks have to be performed in that particular post, information
availability, and ability to gain strategic information. Scale scores showed each answer for each item, in
which the answer of one meant highly disagree and seven meant highly agree.

Goal Orientation.The goal orientation in this study is the moderating variable. This variable is
developed from previous studies (Julnes and Holzer, 2001). This variable consists of indicators covering the
following matters, namely communicating strategy(s) in order to meet or achieve the targets, agreement
that during the implementation of organizational missions it also encourages efficiency, the make use of
applications related to decision making and work outputs in accordance with the objectives wish to meet.
Every question is measured by using 7 point Likert scale, in which the answer options will be one for highly
disagree and seven for highly agree.

Organizational commitment. The organizational commitment in this study is a moderating variable.
This variable adapted the study by Mowday et al. (1979) which consisted of nine items of questions. The
answers for questions related to organizational commitment were made in Likert scale with 1 to 7 point
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range. The scale scores showed the score for answer of every item’s question, in which the answer option
of one is for highly disagree and seven for highly agree.

Innovative perception. Manager’s innovative perception is measured by using instrument of
guestionnaire adapted from the study of O’Reilly et al. (1991) as well as Windsor and Ashkanasy (1995).
This question list consisted of six items. Respondents were asked to show to what extent they considered
themselves as innovative individuals. Answer alternatives used the Likert scale of one (the lowest) to seven
(the highest). When respondent answered one meant that absolutely no while five showed the highest
level of innovativeness.

3.2. Analysis

This study used the interaction regression analysis or frequently called as Moderated Regression
Analysis (MRA). It is a special application of multiple linear regression in which the regression equation
contains interaction elements (Ghozali, 2006; Liana, 2009). Regression Analysis (MRA) is used to determine
the interaction influence between budgetary participation, information asymmetry, job relevant
information (JRI), goal orientation, organizational commitment, and innovative perception and the
budgetary slack (Hartmann and Moers, 1999).

To answer above hypothesis thus the following equation is used:

BS = (1+BlBP+|32A|+BQ,JR|+|340C+B§,|P + BGGO +B7BP*A| +BgBP*JR|+ BgBP*OC+ BgBP*|P+ BloBP*GO e (1)

Where:

BS is Budgetary Slack, BP is the Budgetary Participation, Al is the Asymmetri Information, JRI is the
Job Relevant Information, OC is the Organizational Commitment, IP is the Innovation Perception and GO is
the Goal Orientation.

Since multivariate regression is used to test the hypotheses, assumptions of normality,
multicollinearity and homoscedasticity are also tested and the results are no problem with normality,
multicollinearity and homoscedasticity®. The normality test is conducted using skewness, kurtosis and
Kolmogorov-Smirnov Z. While the Pearson correlation matrix and variance inflator factor (VIF) are used to
test the multicollinearity assumption. Moderated Regression analysis test is adopted to test the
hypotheses.

4. Results
Table 1. Moderated Regression analysis
Independent Variable Unstandardized Coefficients
B Sig.
(Constant) 97,456 ,206
Budgetary Participation -3,434 ,158
Assymetri Information 33,243 ,000%*
Job Relevant Information 1,062 ,005*
Goal Orientation -3,016 ,091%***
Organizational Commitment -13,386 ,000*
Innovative Perception -,128 ,325
Budgetary Participation*Assymetri Information -,947 ,000%*
Budgetary Participation*Job Relevant Information -,023 ,062***
Budgetary Participation*Organizational Commitment -,007 ,596
Budgetary Participation* Innovative Perception ,116 ,017%*
Budgetary Participation* Goal Orientation ,375 ,000*

Legend: Dependent Variable: Budgetary Slack, *highly significant

0,810, Adj. R square: 0,781, F: 28,630, Sig.F: 0,000

! Table not shown for brevity

159

**significant ***moderate significant, R square:



International Journal of Academic Research in Accounting, Finance and Management Sciences
Vol. 8 (2), pp. 155-163, © 2018 HRMARS (www.hrmars.com)

Table 1 showed the results from the regression model test. The adjusted R? value from this model is
78.1%. This means that budgetary slack of 78.1% can be explained by the budgetary participation,
information asymmetry, job relevant information (JRI), goal orientation, organizational commitment, and
innovative perception, also this model include the interaction between budgetary participation and
information asymmetry (BP*Al), interaction between budgetary participation and job relevant information
(BP*JRI), interaction between budgetary participation and goal orientation (BP*GO), interaction between
budgetary participation and organizational commitment (BP*OC), and interaction between budgetary
participation and innovative perception (BP*IP).

The result of F-value test showed F value of 28.630 with a significance of 0.000. Accordingly, it can be
concluded that budgetary participation, information asymmetry, job relevant information, goal orientation,
organizational commitment, and innovative perception, also include the interaction between budgetary
participation and information asymmetry, interaction between budgetary participation and job relevant
information, interaction between budgetary participation and goal orientation, interaction between
budgetary participation and organizational commitment, and interaction between budgetary participation
and innovative perception simultaneously affected the budgetary slack.

4.1. Hypothesis Testing

Regression t-value has an objective to identify the influence of each independent variable on
dependent variable. The result of t-value showed that the variable of budgetary participation had
regression coefficient value of -3.434, higher that t-table of (£1.9876) with a significance of 0.158. It
therefore can be drawn a conclusion that budgetary participation negatively and significantly affected the
budgetary slack, which means that higher budgetary participation, lower budgetary slack. As a result, the
first hypothesis is accepted.

Second hypothesis stated that information asymmetry affects the relation between budgetary
participation and budgetary slack. The result of multiple regression analysis obtained the t-count value for
the variable of interaction between budgetary participation and information asymmetry (BP*Al) of -0.947,
lower than t-table of (£1.9876) and a significance of 0.000, which is lower than 5%. Likewise, the second
hypothesis, information asymmetry affects the relation between budgetary participation and budgetary
slack, is accepted.

The third hypothesis stated that job relevant information (JRI) affects the relation between
budgetary participation and budgetary slack. The result of multiple regression analysis obtained the t-count
value for the variable of interaction between budgetary participation and job relevant information (BP*JRI)
of -0.023, lower than t-table of (£1.9876) and a significance of 0.780, which is higher than 5%. Therefore,
the third hypothesis, job relevant information affects the relation between budgetary participation and
budgetary slack, is rejected.

The fourth hypothesis stated that goal orientation affects the relation between budgetary
participation and budgetary slack. The result of multiple regression analysis obtained the t-count value for
the variable of interaction between budgetary participation and goal orientation (BP*GO) of 0.375, lower
than t-table of (+1.9876) and a significance of 0.000, which is lower than 5%. Consequently,the fourth
hypothesis, goal orientation affects the relation between budgetary participation and budgetary slack, is
accepted.

The fifth hypothesis stated that organizational commitment affects the relation between budgetary
participation and budgetary slack. The result of multiple regression analysis obtained the t-count value for
the variable of interaction between budgetary participation and organizational commitment (BP*OC) of -
.007, lower than t-table of (+1.9876) and a significance of 0.596, which is higher than 5%. As a result, the
fifth hypothesis, organizational commitment affects the relation between budgetary participation and
budgetary slack, is rejected or denied. This result is in accordance with Owusu et al (2014).

The sixth hypothesis stated that innovative perception affects the relation between budgetary
participation and budgetary slack. The result of multiple regression analysis obtained the t-count value for
the variable of interaction between budgetary participation and innovative perception (BP*IP) of 0.116,
lower than t-table of (+1.9876) and a significance of 0.017, which is lower than 5%. Therefore, the sixth
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hypothesis, innovative perception affects the relation between budgetary participation and budgetary
slack, is accepted.

5. Conclusions

This research have an objective to test the influence of budgetary participation on budgetary slack
with information asymmetry, job relevant information, goal orientation, organizational commitment, and
innovative perception as moderating variables. This research is a survey study with collected data obtained
from questionnaires. Data analysis in this study used moderating regression analysis.

The results identified several findings, namely the result of first hypothesis testing showed that
budgetary participation negatively affects the budgetary slack, which means that budgetary participation
decrease the number of budgetary slack in the ”"X” State University in Indonesia. Moreover, a conclusion
also can be drawn that information asymmetry is a variable that moderated the influence of budgetary
participation on budgetary slack. Budgetary participation will decrease if the information asymmetry
increases.

The third hypothesis indicated that job relevant information had no influence on the relation
between budgetary participation and budgetary slack thus, to put it in another way, job relevant
information is not moderating variable in the relation between budgetary participation and budgetary
slack.

The fourth hypothesis showed that goal orientation had influence to strengthen or weaken the
relation between budgetary participation and budgetary slack. This finding indicated that individuals who
take part in budgetary process will try best to meet or achieve the organizational objectives and embody
the ideal budgetary objectives because those can reduce the tendency of budgetary slack.

The fifth hypothesis indicated that organizational commitment had no influence on the relation
between budgetary participation and budgetary slack. It can be interpreted that the budget managers in
the “X” State University in Indonesia prioritize more on individual or group interests as a whole. The results
from fifth hypothesis testing showed that innovative perception had influence on the relation between
budgetary participation and budgetary slack, hence it can be said that innovative perception is one of
moderation variables.
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