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The empirical result of this research indicates that budget
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Introduction
Budget is one of the important

components which a firm has. An or-
ganization needs budget to translate
all the organization’s strategies into
short-term and long-term plans and
objectives (Hansen and Mowen 1997).

A budgeting process is an impor-
tant activity involving all managerial
levels from top managers to lower
ones whose roles are preparing and
evaluating various alternatives of the
budgetary objectives, and that budget
is always used as the best measure of
managers’ performance (Kren 1992).

One function of budgetary par-
ticipation is that it is used as a medium
of communications between higher and
lower managers to discuss not only
budgetary issues but also other related
issues (Brownell and Hirst 1998). The
effects of participative budgeting on
managerial performance have been a
topic of interest and are widely exam-
ined in the studies of management
accounting (Lukka 1998). Brownel
suggests two reasons: (a) budgetary
participation is viewed as a manage-
rial approach able to improve the per-
formance of an organization’s mem-
bers, and (b) many studies testing the
relationship between budgetary par-
ticipation and managerial performance
showed mixed results.

Many studies in management ac-
counting are concerned with budget-
ary participation issues (Brownell
1981). This concern has been driven
by a view that participative budgeting

has a significant consequence to the
behavior of an organization’s mem-
bers (Murray 1990). Lower managers/
management whose aspirations are
taken into account and affect the bud-
geting scheme will show greater re-
sponsibility and moral consequence to
perform better in compliance with the
budgetary targets (Supomo 1998).

Strong organizational commit-
ment; as a form of acceptance of orga-
nizational objectives; and a willing-
ness to make efforts for the organi-
zation’s best interest increase mana-
gerial performance (Nouri and Parker
1998).

Procedural justice is associated
with the perception of employees lower
down the hierarchy of all processes
used by their superiors to evaluate
their performance and as a mean of
communicating feedbacks and deter-
mining the reward they deserve to re-
ceive, such as promotion or a raise
(McFarlin and Sweeney 1992). Tang
and Sarfield-Baldwin (1996) suggest
that if managers apply corporate rules
equally and consistently to all employ-
ees and reward them due to their per-
formance and achievement without any
personal biases, employees will per-
ceive procedural justice positively.

Motivated by previous studies, the
study reaffirms whether budgetary
participation has significant effects on
managerial performance (Brownell
1982). Moreover, it also tests whether
the organizational commitment vari-
able (Nouri and Parker 1996) and the
procedural justice variable (Lou and
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Lim 2002) may moderate the relation-
ship between budgetary participation
and managerial performance. Based
on the aforementioned suggestions, the
objective of this study is to know:
1. The budgetary participation in-

creases managerial performance.
2. The degree of correlation between

budgetary participation and orga-
nizational commitment corre-
sponds to increased managerial
performance.

3. The degree of correlation between
budgetary participation and proce-
dural justice corresponds to in-
creased managerial performance.

Review of Relevant Studies

The Basic Theory of Budgetary
Studies

Shield and Shield (1998) examine
studies on budgetary participation and
infer that nearly all budgetary studies
are based on the following theories:
a. Economic Theory. It is based on

the assumption that budget pro-
vides a fair ground to select and
share information among those in-
volved in a budgeting process. The
economic theory suggests that in-
dividuals engaged in a budgeting
process are motivated by two stimu-
lants: (1) information sharing and
(2) task coordination.

b. Psychological Theory. It suggests
that budgetary participation pro-
vides information sharing between
top and lower managers/manage-

ment (Hopwood 1976). Psychologi-
cal theory argues that two reasons
make budgetary participation nec-
essary (Hopwood 1976): (1) the
involvement of top and lower man-
agers in budgetary participation
controls of asymmetric informa-
tion and task uncertainty, (2) bud-
getary participation allows indi-
viduals to have reduced tasks and
job satisfaction, and these in turn
lead to reduced budgetary gaps.
Psychological theory introduces
three main factors in the top and
lower managers’ involvement in
budgetary participation (Locke and
Latham 1990), namely (1) value
attainment; (2) cognition; and (3)
motivation.

c. Sociological Theory. Shield and
Shield (1998) suggest that psycho-
logical theory assumes more un-
certain organizational external en-
vironments, indicated by increased
differences in an organization’s
units in terms of number and type.
Consequently, an increased bud-
getary participation is required to
coordinate the units’ activities and
align all activities in the organiza-
tion. Sociological theory is related
to such organizational contexts as
environmental uncertainty, organi-
zational structures, and functional
differentiation that affect budget-
ary participation. Sociological
theory on which budgetary partici-
pation based on the organizational
contingency theory (Hopwood
1976).
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Contingency Approach

Contingency theory predicts that
an organization’s external environment
is bound to many uncertainties. Con-
tingency theory has a principle that
there is no a single type of organiza-
tional structure nor management sys-
tem which is more efficient and effec-
tive for all organizations. Therefore, a
different ecological context should
consider main contextual factors such
as an organization’s size, technology,
and environment (Lawrence and
Lorsch 1967)

One function of management ac-
counting system is to provide budget
that helps managers control their ac-
tivities and lessen environment uncer-
tainties to achieve the organizational
objectives (Gordon and Millar 1976).
A management accounting system is
generally a contingency approach of a
conditional factor as a variable that
moderates a relationship. Brownell
(1982) examines several studies and
finds the effects of conditional factors
that serve as moderating variables to
the relationship between independent
and dependent variables. The condi-
tional factors may be categorized into
4 variables, i.e. cultural, organizational,
interpersonal, and individual.
Govindarajan (1986) suggests that it is
necessary to use the contingency ap-
proach to identify various conditions
leading to more effective participative
budgeting. Researchers have docu-
mented that the effectiveness of bud-
getary participation depends on the
organizationally contextual factors and

the characteristics of employees’ psy-
chology (Brownell 1981). In this study,
the author used the contingency theory
to evaluate the relationship between
budgetary participation and manage-
rial performance. The author choose
the contextual of the contingency fac-
tors, i.e. corporate managers’ Proce-
dural Justice and Organizational Com-
mitment.

The Concept of Fit
Some approaches can be used to

define the concept of fit in the litera-
ture of strategies, i.e. selection, inter-
action, and system approaches (Van
de Vend and Drazin 1985). The selec-
tion approach does not address the
performance implications of a system
(that is, the study’s main focus is to
examine the characteristics of organi-
zations that implement certain sys-
tems). The interaction approach, how-
ever, primarily examines conditional
factors that determine or affect the
impact of a (participative) system on
performance. Finally, the system ap-
proach defines fit as the degree of
consistence; that is, the internal con-
sistence of many contingencies, struc-
tures, and performance characteristics
(Van de Ven and Drazin 1985). Thus,
a system’s effectiveness is determined
by the extent to which conditional fac-
tors meet the system’s conditional pre-
requisites. This approach allows re-
searchers to study the effects of condi-
tional factors in the relationship be-
tween a (participative) system and per-
formance (Govindarajan 1986). This
study extends those studies in which it
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tests the effects or the degree of con-
sistence (fit) of the conditional fac-
tors, i.e. Procedural Justice and Orga-
nizational Commitment, on the effects
of budgetary participation on manage-
rial performance.

The Development of the
Hypothesis

Budgetary Participation and
Managerial Performance

Budgetary participation is ex-
pected to increase managers’ perfor-
mance; that is, when an objective has
been designed and approved in a
participatory way, employees will in-
ternalize the defined objective and they
will have personal responsibility to
achieve it due to their involvement in
the budgeting process (Milani 1975).
Greenberg and Folger (1983) argue
that budgetary participation increases
performance because (i) it allows lower
management to communicate their
needs to the upper or top management

and (ii) it allows lower management to
select amongst available options, and
this selection exercises generate com-
mitment as a form of responsibility for
what they have chosen.

The studies of budgetary partici-
pation on managerial performance have
shown mixed results. Some studies
indicate evidence that budgetary par-
ticipation has a strong positive effect
on managerial performance (Argyris
1952). Other studies have also reported
positive results (Merchant 1981;
Brownell and Hirst 1998). Bryan and
Locke (1967), however, find that bud-
getary participation has a negative ef-
fect on performance. Milani (1975)
and Brownell and Hirst (1998) find
that budgetary participation has an in-
significant effect on managerial per-
formance. Brownell and McInnes
(1986), who investigated 224 respon-
dents of mid-level managers in manu-
facturing firms, also find that high
participation in budgeting increases
managerial performance.

Figure 1. The Framework

Budget Managerial
Participation Performance

Organizational Commitment

Procedural Justice



190

Gadjah Mada International Journal of Business, May - August 2008, Vol. 10, No. 2

The inconsistent results have led
some Indonesian researchers to inves-
tigate the variables in question.
Indriantoro (1993), for example, finds
a significant and positive association
between budgetary participation and
managerial performance. Riyanto
(1997) and Supomo (1998) find that
budgetary participation has an insig-
nificant effect on managerial perfor-
mance. Poerwati (2002), in a study
involving 700 managers of manufac-
turing firms listed in the Jakarta Stock
Exchange and appeared in the Indone-
sian Capital Market Directory, finds
that budgetary participation has an in-
direct effect on managerial perfor-
mance. Hariyanti and Nasir (2002), in
a sample of 900 managers and heads of
divisions comparable to managers in
rank who chair functional departments
in manufacturing firms in Indonesia,
find a positive association between
budgetary participation and manage-
rial performance. Accordingly, the
following hypothesis is developed:
H1:  Budgetary participation has a

positive effect on managerial per-
formance.

Organizational Commitment
Moderates Budgetary
Participation and Managerial
Performance

Govindarajan (1986) reconciles
the mixed results of those studies us-
ing the contingency approach that
evaluates various conditional factors
affecting the effectiveness of budget-
ing participation on managerial per-

formance. Brownell (1982) categorizes
the conditional factors (moderating
variables) into four groups of vari-
ables, i.e. cultural, organizational,
cross-individual, and individual. The
contingency approach is adopted in
this study to evaluate the effects of
budgeting participation on managerial
performance.

In Wiener (1982), organizational
commitment is defined as an indi-
vidual’s force to support the orga-
nization’s success in compliance with
the stipulated objectives and prioritize
the organization’s interests. Strong or-
ganizational commitment motivates
individuals to make efforts to achieve
the organization’s objectives and goals
(Angel and Perry 1981). Brownell and
Hirst (1986) categorizes the condi-
tional factors (the moderating vari-
ables) into four groups of variables:
cultural, organizational, cross-indi-
vidual, and individual.

The Relationship between
Budgetary Participation and
Organizational Commitment

Nouri and Parker (1998) use a
sample of 135 managers of U.S. mul-
tinational corporations in the chemical
industry. The study concludes that there
is a positive association between ef-
fective organizational commitment and
managerial performance. High orga-
nizational commitment is a form of
acceptance to the organization’s ob-
jectives and goal and willingness to
make organizational efforts which in-
crease managerial performance. Bud-
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getary participation is not only associ-
ated with budgetary targets but it also
includes acceptance and trust in the
organization’s values and objectives
and goal; thus, budgeting participation
has an indirect effect on organizational
commitment.

Hariyanti and Nasir (2002), who
use a sample of 900 managers or heads
of divisions comparable to managers
in capacity that manage functional
departments in Indonesian manufac-
turing companies, find a positive cor-
relation between budgetary participa-
tion and organizational commitment.
They also find a positive relationship
between organizational commitment
and managerial performance.

The Relationship between
Organizational Commitment and
Managerial Performance

Nouri and Parker (1998) suggest
that strong organizational commitment
as a form of acceptance of the or-
ganization’s objectives and goal and
willingness to make efforts in the or-
ganizations best interest increases
managerial performance. Sumarno
(2005), using a sample of 90 managers
responsible for budgeting of the main
banks’ branch offices in Jakarta, finds
that organizational commitment has
positive significant effects on the rela-
tionship between budgetary participa-
tion and managerial performance.
Based on the findings that the relation-
ship between budgetary participation
and managerial performance in which
a commitment variable serves as a

moderating variable, the following
hypothesis is suggested:
H2: Organizational commitment has

positively significant effects on
the relationship between budget-
ary participation and managerial
performance.

Procedural Justice Moderates
Budgetary Participation and
Managerial Performance

While some authors believe that
budgetary participation is related to
procedural justice (Tibaut and Walker
1975), budgetary participation and pro-
cedural justice are actually different in
nature. Procedural justice bears a
broader notion than budgetary partici-
pation and is affected by many factors.

The Relationship between
Procedural Justice and
Managerial Performance

Studies of the effects of proce-
dural justice on managerial perfor-
mance have shown inconsistent re-
sults. Some studies argue that they are
positively correlated (Earley and Lind
1987), while other studies suggest that
they are negatively correlated (Kanfer
et al. 1987). The conflicting results
may be attributed to complex and indi-
rect relationship between procedural
justice and managerial performance
(Lind and Tyler 1988).

The indirect relationship between
the perceived procedural justice and
managerial performance has been
previously examined by Lau and Lim
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(2002) that finds a correlation between
procedural justice and managerial per-
formance through an intervening vari-
able, i.e. participative budgeting or
budgetary participation. Lau and Lim
(2002) extend previous studies by
Lindquist (1995) and Libby (2001).
Wasisto and Solihin (2004), who rep-
licate the findings of Lau and Lim
(2002) by using a sample of 229 man-
agers of manufacturing companies
listed in the Jakarta Stock Exchange
and appeared in the 2002 Indonesian
Capital Market Directory; find a sig-
nificant relationship between proce-
dural justice and managerial perfor-
mance. The relationship is, however,
indirect as it is fully mediated by bud-
getary participation.

The Relationship between
Procedural Justice and
Budgetary Participation

Procedural justice may be well
regarded as the antecedent of budget-
ary participation. Based on the premise
of the extent in which an organization
weighs on maintaining procedural jus-
tice, this leads upper management to
consider the lower management’s par-
ticipation in the budgeting process
(Friedland et al. 1973).

As equality or justice is a key
factor in a procedural selection, and as
a participation-involving procedure
promotes fairness and equality, it is
very likely that an organization com-
mitted to maintaining high procedural
justice tends to select a participative

procedure (Thibaut and Walker 1975).
This leads to a hypothesis of the

relationship between the three vari-
ables:
H3: Procedural justice has positively

significant effects on the relation-
ship between budgetary partici-
pation and managerial perfor-
mance.

The Research Methodology

Variables and Measurement

The Dependent Variable
This study uses Managerial Per-

formance as a dependent variable. This
dependence variable includes, amongst
others: planning, investigation, coor-
dination, supervision, staff arrange-
ment, negotiation, and representation
(Mahoney et al. 1963). Following the
previous studies, the author use an
instrument developed by Milani (1975)
to measure the budgetary participation
variable. Each of the survey’s partici-
pants was asked to respond to six ques-
tions to measure the degree of partici-
pation and the perceived effects on
them as well as their contribution to
the budgeting process. Responses were
given by choosing points of the ques-
tions, ranging from 1 (all budgeting
processes) to 7 (no budgeting pro-
cess). The answers to the questions are
arranged using the Likert scale from 1
to 7. The instrument has been well
tested and used by the previous re-
searchers (authors) such as Brownell
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(1982b), Brownell and McInnes
(1986), Indriantoro (1993), and Gul et
al. (1995). Some Indonesian research-
ers have also used this instrument, for
example, Supomo (1998), Poerwati
(2002), Hariyanti and Nasir (2002),
Wasisto and Solihin (2004), and
Sumarno (2005).

The Independent Variable
The author uses the budgetary

participation as the independent vari-
able in the study, indicating individu-
als’ involvement and influence in the
budgeting process (Brownell 1982);
and the “self rating” instrument devel-
oped by Mahoney et al. (1963) to mea-
sure managerial performance. Author
use self-rating as (1) it provides anony-
mous assessment, and (2) specifically,
the upper management provides less
and subjective information (Heneman
1974). Mahoney’s measure has two
advantages, i.e. (1) independent as-
sessment of the measure’s reliability
and validity has generated satisfactory
results in other studies, (2) the mea-
sure explicitly reveals the multidimen-
sional characteristics of managerial
performance (Govindarajan 1986 in
Lau and Lim 2002). Each of the re-
spondents was asked to measure his or
her performance. The answers to the
questions were arranged using the
Likert scale from 1 to 9. The value of
the scale indicates the value of the
score of each question. The instrument
has been proven robust and has been
used in previous studies such as in
Brownell (1982), Brownell and
McInnes (1986), and Indriantoro

(1993). It has also been used in Poerwati
(2002), Hariyanti and Nasir (2002),
Wasisto and Solihin (2004), and
Sumarno (2005).

The Moderating Variable
The moderating variable is an in-

dependent variable included in the
model as it has the contingency effects
of the dependent and independent vari-
ables. In the study, the moderating
variable includes:
a. The organizational commitment,

which is defined as individual’s
internal drive to contribute to the
organization’s success and to make
efforts in the organization’s best
interest (Wiener 1982).
The organizational commitment is
measured using the interval scale.
The list of questions developed by
Mowday (1979) for the organiza-
tional commitment is used. The
answers to the questions were ar-
ranged using the Likert scale from
1 (highly disagree) to 7 (highly
agree). The scale’s value indicates
the score value of each question.
The Cronbach’s alpha > 0.6 score
indicates the acceptance of the
instrument’s reliability used in the
study. The reasonable degree of the
measure’s validity/robustness and
reliability has been reported by pre-
vious authors (Nouri and Parker
1996).

b. The procedural justice, which is
related to the lower management’s
perception of all the processes
implemented by the upper manage-
ment to evaluate their performance,
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as a mean to communicate perfor-
mance feedback and determine ap-
propriate rewards such as promo-
tion or a raise (McFarlin and
Sweeny 1992).

The procedural justice is mea-
sured using the four-item interval scale
instrument used by Lau and Lim (2002)
and Wasisto and Solihin (2004) to
measure the lower management’s per-
ception of the procedural justice. The
answers to the questions were arranged
using the Likert scale from 1 to 5. The
respondents answered the questions
by choosing scales from 1 (highly un-
fair), 2 (unfair), 3 (neutral), 4 (fair),
and 5 (highly fair). The scale’s value
indicates the score’s value of each
question. The Cronbach’s alpha > 0.6
score suggests the reasonableness of
the instrument used in the study.

The Data Collecting Technique
The author used the mail survey

method to collect primary data from
September 2007 to mid-November
2007 by sending forms of question-
naire to corporate managers involved

in the budgeting process. Looking at
the results of the previous studies in
Indonesia, especially those using pri-
mary data, the response rate ranges
from 10 percent to 20 percent
(Hariyanti and Nasir 2002).
a. The Robustness Test. The robust-

ness test is used to show how real a
test measures what should be mea-
sured. The test is conducted by
finding the correlation of each indi-
cator to its total score using the
Pearson Correlation test. It is ro-
bust when the correlation is signifi-
cant at the level of <0.05.

b. The Reliability Test. The test is
used to measure the internal con-
sistence of a construct’s indicators,
in that how far each of the indica-
tors indicate a construct. The reli-
ability test is conducted by calcu-
lating the magnitude of the
Cronbach’s coefficient alpha of
each instrument in a variable, that
is, a positive relationship across
items or questions. If alpha > 0.6,
the data are thus reliable.

Table 1. The Process of Distributing and Receiving the Questionnaire

Definition Amount Percentage

Questionnaire distributed 150 100%
Questionnaire received 35   23 %
Unusable questionnaire 3     2 %
Usable questionnaire 32    21 %
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The Normality Test
The normality test is used to test

whether the dependent and indepen-
dent variables have normal distribu-
tion in a regression model. The author
used the Kolmogorov-Smirnov data
normality test in the study. The test
criteria suggest that if it is significant
of > 0.05, then H0 applies––indicating
that the data distribution is normal and
otherwise.

The Hypothesis Test
a. An analysis regression model to

answer the Hypothesis 1. In the
Hypothesis Test 2, the Moderate
Regression Analysis (MRA) is used
to determine the effects of interac-
tions. Mathematically, the Equa-
tion 1 is as follows:

Y= βo + β1 X1 + ε………… (1)

The Equation 2 is shown by  the
Equations (2a) dan (2b)

Y = βo +  β1 X1+ β2 X2 + ε ..... (2a)

Y = βo + β1 X1+ β2 X2 + β3 X1X2 +
ε.................................. ....(2b)

The hypothesis 3 is shown by the
Equations (3a) dan (3b)

Y= βo + β1 X1+ β3 X3 + ε … (3a)

Y= βo + β1 X1+ β3 X3 + β4 X1X3 +
    ε …………………........ (3b)

Where:
Y= dependent variable= Managerial

Performance;

β1, β2, β3, and β4= regression coeffi-
cients;

X1= independent variable= Budgetary
Participation;

X2, and X3= moderating variable

X2: Organizational Commitment;

X3: Procedural Justice;

X1X2= the interactions of X1 and X2;

X1X3= the interactions of X1 and  X3;

ε= error

b. The Determination Coefficient.
The author used the coefficient (R2)
to find out how good the dependent
variable is in explaining the inde-
pendent variable. The measurement
explains the Goodness of Fit of the
model in which the closer it is to 1,
then the model has more Goodness
of Fit; but if it is closer to 0, then the
model has less Goodness of Fit.

c. The t-test (the Individual test) is a
regression coefficient test of each
of the dependent over the indepen-
dent variables to gauge the effects
of one on the other.
H0 = β1 = 0 has no effect if p-value
< (α = 0,05), then H0 is unaccept-
able.
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Analyses and Results

The Descriptive Statistics
The author observed the descrip-

tive statistics based on the means and
standard deviations. The Table 2 is the
results of four variables used in the
study.

The Table 2 shows that the re-
spondents’ answer to the Budgetary
Participation variable has a mean of
4.4900. The scale 1 for this variable
suggests high participation. Therefore,
the mean of 4.4900 indicates that the
sample corporate managers are quite
participative and involved in the bud-
geting process.

The Managerial Performance vari-
able has a mean of 5.8094. Dividing
performance into three categories, the
mean value suggests the managers of
the manufacturing companies have
average managerial performance. The
observed managerial activities include
planning, investigation, coordination,
supervision, staff arrangement, nego-
tiation, and representation.

The Organizational Commitment
variable has a mean of 4.6919, indicat-
ing that the managers are quite com-
mitted to the organizations where they
work. The managers show that they
are proud, happy, and they care for
their organizations as indicated by their
willingmess to work harder, their ac-
ceptance of any jobs assigned, and tell
their friends and people in general
about their organizations.

The Table 2 also provides infor-
mation about the Procedural Justice
variable that has a mean of 3.6250.
Using Likert scale point 5, it suggests
that managers find procedural justice
in their workplaces. The procedures
used by the organizations include pro-
motion and a raise, employee perfor-
mance evaluation as well as perfor-
mance feedbacks.

The standard deviation values
suggest a variation (heterogeneity) of
data distribution of each variable. The
standard deviation values of the four
variables used in the study indicate
varied data distribution.

Table 2. The Descriptive Statistics of the Variables Used in the Study

Variable Number of Scale Mean Deviation
Indicator Standard

Budgetary Participation 6 1-7 4,4900 0,70442
Managerial Performance 9 1-9 5,8094 0,95898
Organizational Commitment 9 1-7 4,6919 1,09442
Procedural Justice 4 1-5 3,6250 0,51977
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The Data Quality Test and the
Classical Test
The Robustness Test. The results of
the robustness test for each of the
construct are as follow:
· The results of the validity test show

that there are six indicators to mea-
sure the Budgetary Participation con-
struct whose p-value is less than
0.05, indicating that PA1 – PA6 indi-
cators are robust. The correlation
coefficients range from 0.405 –
0.775.

· There are nine indicators that can be
used to measure the Managerial Per-
formance construct whose p-value
is less than 0.05. This indicates that
KM1 – KM9  are robust. The correla-
tion coefficients range from 0.510 –
0.950.

· The nine indicators used to measure
the Organizational Commitment con-
struct show p-value that is less than
0.05. This indicates that KO1– KO9
are robust. The correlation coeffi-
cient is at least 0.547 and 0.934 at the
most.

· The robustness test for the Proce-
dural Justice construct indicates that
four indicators have p-value less than
0.05. This suggests that KP1 – KP4
are robust. The minimal correlation
coefficient is of 0.694 and the maxi-
mal  is  0.831.

The Reliability Test. The results of the
reliability test for the four constructs
in the study are shown in the Table 3.

The Cronbach’s alpha coefficient
in the four constructs meets the reli-
ability criteria, that is, it is more than
0.60. Therefore, it can be concluded
that the data used (that is, the respon-
dents’ answers to each of the con-
structs) are reliable.
The Normality Test. The hypotheses
of the normality test can be defined as:
H0: The data are derived from the nor-

mal population.
Ha: The data are derived from the ab-

normal population.
The decision taking: If sig. < 0.05, then
H0 is unacceptable, and otherwise.

Table 3. The Realiability Test Results

Construct Number of Cronbach’s
Items Coefficient Alpha

Budgetary Participation 6 0,639
Managerial Performance 9 0,822
Organizational Commitment 9 0,928
Procedural Justice 4 0,758
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The Kolmogorov-Smirnov based
normality test indicates that the four
variables used have significance value
of more than 0.05. This makes H0 fail
and unacceptable, indicating that the
variables used in the study distributed
normally.
The Multicolinearity Test. The
Multicolinearity test is conducted us-
ing a correlation method amongst in-
dependent variables. The method is
chosen as in the moderate regression
analysis with an interaction method
the probability of multicolinearity is
very high when VIF values are ob-
served as multicolinearity indicators.
The criterion showing multicolinearity
exists in a correlation method is when

the correlation coefficient is > 0.80
(Gujarati 2003). The results of the
multicolinearity test are presented in
the Table 5.

The Table 5 suggests that the cor-
relation coefficients amongst variables
are less than the maximum limit of
0.80. This leads one to infer that there
is no strong relationship amongst vari-
ables; in other words, it complies with
multicolinearity.
The Heteroscedasticity Test.  The
heteroscedasticity test used the
scatterplot method. The dependent
variable at the X axis is ZPRED and
the dependent variable at the Y axis is
the residual of SRESID. The decision
is based on:

Table 4.  The Normality Test for Each Variable

Variable Sig. Decision on H0

Budgetary Participation 0,177 H0 failed and rejected
Managerial Performance 0,807 H0 failed and rejected
Organizational Commitment 0,628 H0 failed and rejected
Procedural Justice 0,090 H0 failed and rejected

Table 5. The Results of the Multicolinearity Test

PPA KO KP

PPA -
KO 0,088ns -
KP 0,378* 0,034ns -

* significant at the 5% level (α= 0,05)
ns=not signifiicant
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Figure 2. Result of Heteroscedasticity Test Using the Scatter Plot Method
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Model 3b: Heteroscedasticity Test

If there is a certain pattern, say, the
existing dots form a regularly cer-
tain pattern (it is wavy, it first wid-
ens and then it narrows), then it
indicates that the heteroscedasticity
has been violated).
If no clear patterns are found, in that
the dots are scattered above and

Source: Data processed using SPSS

Table 6. The Heteroscedasticity Results

Sig.

Variable Model 1 Model 2b Model 3b

PPA0.183 0.654 0.945
KO - 0.842 -
KP - - 0.729
PPA*KO - 0.759 -
PPA*KP - - 0.819
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below zero at the Y axis, then the
heteroscedasticity assumption is
met.

Looking at the scatterplot in the
Model 1, it is inferred that the model
2b and 3b have no heteroscedasticity
problems as the scatterplots do not
show clear patterns, or it is observable
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from the scattered dots above and be-
low zero at the Y axis.

In addition, the heteroscedasticity
test can also be conducted using the
Glejser test by regressing each of the
independent variables to the absolute
residuals as the dependent variables.
The Heteroscedasticity hypotheses:
Ho: No heteroscedasticity.
Ha: Heteroscedasticity exists.

The decision is based on: if sig. <
0.05, then Ho is rejected (hetero-
scedasticity exists) and otherwise. The
Table 6 shows the heteroscedasticity
results.

The Table 6 indicates that the
significance of the independent vari-
ables Model 1, 2b and 3b is more than
0.05. This makes Ho failed and re-
jected. As a result, it is inferred that no
heteroscedasticity problems exist.

The Autocorrelation Test
The autocorrelation test was con-

ducted using Durbin Watson. If Durbin
Watson values hover around the ceil-

ing values (dU), it is expected that there
is no autocorrelation.

The autocorrelation hypotheses:
H0: No autocorrelation series.
Ha: Autocorrelation series exists.

The results of Durbin Watson es-
timate are as Table 8. The Table 8
suggests that:
1. Durbin Watson value for model 1 is

of 1.917. Durbin Watson value
around dU is ≤ d ≤ 4-dU, indicating
that Ho fails to be rejected and there
is no autocorrelation in the Model 1.

2. Durbin Watson value for the model
2b is of 1.930. Durbin Watson value
around dU ≤ d ≤ 4-dU, indicating that
H0 fails to be rejected and it means
that there is no autocorrelation in
the Model b2.

3. Durbin Watson value for the model
3b is of 1.928. Durbin Watson value
around dU ≤ d ≤ 4-dU, indicating that
H0 fails to be rejected and it means
that there is no autocorrelation in
the model 3b.

Table 7. The Decision Criteria of the Autocorrelation Test

Zero Hypothesis Decision Criteria

No positive correlation Rejected 0 < d < dL

No positive correlation No Decision dL ≤ d ≤ dU

No negative autocorrelation Rejected 4-dL < d < 4

No negative autocorrelation No Decision 4-dU ≤ d ≤ 4-dL

No autocorrelation ( +)/(-) Failed and Rejected dU < d < 4-dU
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Table 8. The Autocorrelation Test

Model N K’ dL dU 4-dU 4-dL DW Decision

1 32 1 1,373 1,502 2,498 2,627 1,917 No Autocorrelation

2b 32 3 1,244 1,650 2,350 2,756 1,930 No Autocorrelation

3b 32 3 1,244 1,650 2,350 2,756 1,928 No Autocorrelation

The regression test shows that, as
summarized in the Table 9, p-value for
the PPA variable is of 0.000 < alpha
0.05, indicating a rejected Ho1, that is,
budgetary participation has a signifi-
cant effect on managerial performance.
The coefficient value is positive (β1=
0,931), suggesting that the higher
managerial participation in the bud-
geting process is, the higher the mana-
gerial performance will be. Statisti-
cally, this supports the test for the
hypothesis 1 at the significance level
of 5 percent.

Goodness of Fit (Adj. R2)
The Table 9 shows the perceived

determination coefficient of Adj.R2 is
of 0.450. This suggests that the PPA
independent variable (Budgetary Par-
ticipation) is able to explain the varia-
tion in the Managerial Performance
dependent variable by 45.0 percent,
while the remaining variation is ex-
plained by other factors not included
in the model.

The regression test shows that, as
summarized in the Table 10, p-value
for the interaction variable of PPA*KO
is of 0.078 < alpha 0.10. This makes
Ho2 rejected, suggesting that organi-
zational commitment has a significant

effect on the relationship between bud-
getary participation and managerial
performance. The coefficient is posi-
tive (β3= 0.251), indicating that the
interaction between budgetary partici-
pation and organizational commitment
increases managerial performance, or
in other words the effect of the organi-
zational commitment strengthens the
relationship between budgetary par-
ticipation and managerial performance.
Statistically, this supports the test for
the hypothesis 2 at the significance
level of 10 percent.

To gather evidence of whether
organizational commitment enhances
the relationship between budgetary
participation and managerial perfor-
mance, however, further tests should
be conducted. The moderated regres-
sion analysis in the Model 2 resulted in
an estimate:
KM= 5,353 - 0,130PPA - 0,909KO +

0,251PPA*KO
The total effects of the PPA vari-

able interacting with the KO variable
and substituted from the KO variable
generate this Equation 4.

βtotal = β1 + β3KO.....................(4)
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Table 9. The Results of the Regression Test for the Hypothesis 1

KM = βββββ0 + βββββ1PPA + εεεεε

t-Test

Variable B t-value p-value Adj. R2 F Test
(p-value)

(Constant) 1.628 1.977 0.057 26.374
0.450

PPA 0.931 5.136 0.000 (0.000)

Source: Data processed using SPSS

Table 10. The Regression Test Results for the Hypothesis 2

t-Test

Variable B t-value p-value Adj. R2 F Test
(p-value)

Model 2a: KM = βββββ0 + βββββ1PPA + βββββ2KO + εεεεε

(Constant) 0.876 0.944 0.353 15.204
PPA 0.906 5.110 0.000 0.478 0000
KO 0.185 1.617 0.117

Model 2b: KM = βββββ0 + βββββ1PPA + βββββ2KO + βββββ3PPA*KO + εεεεε

(Constant) 5,353 2.055 0.049
PPA -0.130 -0.096 0.827 0.517 12.073
KO -0.909 -1.037 0.146 (0.000)
PPA*KO 0.251 1.535 0.078

Source: The data are processed using the SPSS
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The regression estimate makes β1=
-0,130 dan β3= 0,251. The KO vari-
able scale ranges from 1–7. If the KO
is in the scale 1 is (β2= 1), the total
effect will be of 0.121 {βtotal= -0,130 +
0,251(1). However, if the KO is in the
scale 2, then the total effect is of 0.372
{βtotal= -0,130 + 0,251(2). Similarly, if
the KO is in the maximum scale 7 the
total effect increases accordingly. This
provides evidence that the effect of
budgetary participation on managerial
performance is higher when organiza-
tional commitment increases.

The determination coefficient
(Adj. R2) in the Model 1 is of 0.478,
while Adj. R2 in the Model 2 is of
0.517. This indicates that Adj. R2  in-
creases to 0.039 as PPA (Budgetary
Participation) interacts with KO (Or-
ganizational Commitment) over KM
(Managerial Performance).

Table 11 shows that p-value for
the PPA*KP interaction variable is of
0.589 > alpha 0.05, indicating that
Ho3 fails and unacceptable––the pro-
cedural justice has no significant ef-
fect on the relationship between bud-
getary participation and managerial
performance. The coefficient is, how-
ever, negative (β3 = -0,197); this sug-
gests that the interaction between bud-
getary participation and procedural
justice decreases managerial perfor-
mance.

The determination coefficient
(Adj. R2) in the model 3a is of 0.432,
while Adj. R2  in the model 3b is of
0.421. This suggests that Adj. R2  de-
creases to 0.014 when PPA interacts
with KP over the dependent variable,
KM.

Table 11. The Regression Test Results for Hypothesis 3

t-Test

Variable B t-value p-value Adj. R2 F Test
(p-value)

Model 3a:  KM = βββββ0 + βββββ1PPA + βββββ2KP + εεεεε

(Constant) 1.351 1.285 0.209
PPA 0.899 4.527 0.000 0.435 12.925
KP 0.117 0.435 0.667 (0.000)

Model 3b :  KM = βββββ0 + βββββ1PPA + βββββ2KP + βββββ3PPA*KP + εεεεε
(Constant) -1.808 -0.308 0.761
PPA 1.597 1.235 0.227 0.421 8.508
KP 1.013 0.610 0.547 (0.000)
PPA*KP -0.197 -0.547 0.589

Source: The Data are processed using the SPSS
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Conclusion, Limitation, and
Directions

Conclusion
The results of the three hypoth-

eses tested in the study infer that:
1. Budgetary participation has posi-

tive effects on managerial perfor-
mance, that is, the higher the man-
agers’ participation in the budget-
ing process, the better managerial
performance will be. When bud-
getary objectives and goals are de-
signed and agreed by the manage-
ment of all levels, this generates
employees’ personal responsibil-
ity to help achieve the objectives as
they are involved in the budgeting
process (Milani 1975). Greenberg
and Folger (1983) argue that bud-
getary participation increases per-
formance as (i) budgetary partici-
pation allows lower management
to communicate their thoughts and
opinions to the upper management
and (ii) budgetary participation al-
lows lower management to choose
options, and this involvement
makes them committed to and re-
sponsible for what they have cho-
sen. This supports Brownell (1982),
Brownell and McInnes (1986),
Indriantoro (1993), and Hariyanti
and Nasir (2002). The hypotesis 1
is therefore supported.

2. The test for the hypothesis 2 shows
that organizational commitment
serves as the moderating variable.
The regression coefficient in the
interaction variable (PPA and KO)
indicates a positive direction, sug-

gesting that organizational com-
mitment increases the relationship
between budgetary participation
and managerial performance. This
is consistent with Govindarajan
(1986) that used a contingency ap-
proach to evaluate various condi-
tional factors affecting the effec-
tiveness of budgetary participation
on managerial performance, and
one of the conditional factors is
organizational. This supports Nouri
and Parker (1998), Hariyanti and
Nasir (2002), and Sumarno (2005).
The Hypothesis 2 is thus supported.

3. The test for the hypothesis 3 does
not find evidence that procedural
justice is a moderating variable.
This suggests that the relationship
between budgetary participation
and managerial performance is af-
fected by procedural justice. This
is derived from the negatively and
insignificantly signed coefficients.
This finding does not support the
previous study by Wasisto and
Solihin (2004).

Limitations
The study, as other empirical stud-

ies, has several limitations:
1. The survey method of question-

naire is the only instrument used in
the study. The problem that may
arise from using this method is the
low response rates as compared to
the interviewing method or directly
involved in a firm’s activities. An-
other limitation is the internal va-
lidity, such as the use of self-rating
method (Mahoney et al. 1963) in
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the managerial performance mea-
surement tends to generate leniency
biases.

2. Sample firms are of those firms
whose employees are > 100, sug-
gesting that the results cannot be
generalized for firms with employ-
ees < 100.

3. Test instruments: the tests for hy-
potheses 2 and 3 used the Moder-
ated Regression Analysis with an
interaction approach; this gener-
ates very high multicolinearity in
one (or more) independent vari-
able.

Directions for Future Studies
The limitations in this study sug-

gest that:
1. Data should be gathered through a

survey method as well as inter-
viewing methods or researchers
should be directly involved in a
firm’s activities. The interviewing
method is useful to further analyze
specific factors related to a firm’s
activities to increase the firm’s op-
erational and financial perfor-
mance.

2. To analyze the interaction effects
amongst independent variables,
other test instruments should be
employed such as the Moderated
Regression Analysis (MRA)
method with a (residual) fit ap-
proach developed to overcome the
multicolinearity problems in the
interaction approach. One can also
use an MRA method with the Ab-
solute Value.

3. Consistent with Govindarajan
(1986) that used the contingency
approach to evaluate various con-
ditional factors affecting the affec-
tivity of budgetary participation on
managerial performance, the future
studies should use an organization’s
conditional factors other than orga-
nizational commitment. Such fac-
tors are management accounting or
organizational structures observed
from delegating control (decentrali-
zation or centralization). Other fac-
tors are the organization’s cultural
and individual.

Managerial Implications
It is hoped that the findings of this

study may contribute to the organiza-
tional practices in general, primarily
those related to the interaction imple-
mentation between budgetary partici-
pation and conditional factors, i.e. or-
ganizations and the interactions be-
tween budgetary participation and pro-
cedural justice.

Even though the hypothesis 3 does
not support the previous studies, the
procedural justice is expected to be a
factor able to affect the relationship
between budgetary participation and
managerial performance. Future stud-
ies should improve the limitations
found in the study. The effects of orga-
nizational commitment and procedural
justice on the relationship between
budgetary participation and manage-
rial performance need to be reexam-
ined to find their consistencies with
future studies.
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