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Abstract

This study aims to test the effect of participatory budgeting and procedural fairness on the
manager's commitment and performance either have simultaneous or partial effect. The method
of the research used was a survey method that conducted at the pawnshop in North Sumatra
with the respondents of the managers in branch offices. The data used is primary data by
collecting data through questionnaires. The analysis method used is descriptiveanalytical
verification. The effect model analyzed by using a structural equation model to analyze the
pattern of causal relationships between variables and determine the direct, indirect and total
effect of some variables.

Keywords: participatory budgeting, procedural fairness, manager’s commitment, manager’s
performance.

INTRODUCTION

Apawnshop as one of the State-OwnedEnterprises (SOEs) in the Ministry of Finance thatdeliver short-term loans.
This pawn lending have been enjoyed, not only for the economically weakpeople but it has been penetrated into the middle
to upper level of income who live in rural and urban areas.To improve the effectiveness and efficiency of thepawnshop, the
government intended to change the form of the pawnshop’s company, however, there are consequences for the fundamental
changes which include; (i) pawnshop have dual functionality that are toserve the community and profit orientation; (ii) the
organization is based on decentralization; (iii) decreasein interest rates; (iv) additional in credit limit; and (v) changes in
capital structure.

As a non-bank financial institutions, thepawnshop providing services to the community aims tocultivate a profit by
exploiting all the potential based onthe principles of management of the company. The capital of the pawnshop originally
comes from thegovernment through the state budget, but now the capital structure changed to; (i) the foreign capital which
consists of the national budget and profits are reservedbefore this pawnshops established; (b) loan from BRI (People's Bank
of Indonesia); and (ii) the capital from the pawnshop itself which consists of: (a) retained earnings; and (b) various kinds
of reserves. While, the fund management at branch offices based on the principles of money cash management. With this
principle, it is expected that the funds are not embedded too much, so it does not interfere with the business operation. This
is in accordance with the policies outlined by the directors, so that the financial management of the company is really
effective and efficient.

The organizational structure of the pawnshop can be seen clearly by the duties, authority and responsibilities of
each personnel as well as the relationship between other sections vertically orhorizontally. Maryanto (2004) posited that the
pawnshop with a decentralized organization has given authority tothe regional Office to prepare an annual budget that
includes budget for the branches within its territory. Thuseach unit of the organization can work more effectivelyand efficiently
in achieving the expected profit wherebythe pawnshop has done several ways, include; (i) engaging the branch office
manager in the preparationof the budget due to responsibility for achieving the company's earnings through the realization
of revenue and control costs occur in each of the organization units; (ii) engaging the branch office manager in the decision
making process related to the organizations (Maryanto, 2004). Although the branch managers involved in budgeting and
decision-making process, butthe results of the preliminary study are interesting phenomenon to do more in terms of
assessment of thelevel of involvement of the manager of a branch office inthe preparation of the budget. When the decision
on theallocation of the budget to be unjust, then the managerwill look at how the decision-making process or procedure is
determined (Folger, 1986). He added, if the budget allocation decision having a fair procedure, then it will affect the
performance.

According to Hansen and Mowen (2005: 267),

an organization needs to translate the overall budget strategy into plans and short-term goals and long term. A
budget is a plan prepared quantitatively, generally inthe size units of money, which includes a specific time, usually one
year. This prepation of a budget helps the management to communicate the goals of theorganization to all managers. In
addition, the budget is the information for the managers to realize the budget through analyzing specific needs and



behavioral patterns. Moreover, the budget process is basically a negotiation between the managers in setting up the goals
and actions which followed with its” implementation. The budget that has been approved bythe supervisor contains income
expected to be earned in the fiscal year, and sources must be used to achieveoverall corporate objectives.

According to Siegel and Marconi (1989: 199), an organization run by humans and the actual performance
evaluation is an assessment of human behavior in carrying out its role in the organization. Therefore, the budget often can
have an impact on thepsychological and behavioral responsibility of the managers.

Budget may lead to functional and dysfunctional behavior. In other words, there are positive and negative effects of
the budget on the motivation and behavior of those involved in the budget. Functional behaviors would help and support the
achievement of goals, otherwise dysfunctional behavior could be an obstacle to the achievement of corporate goals.
Negative behavior arises because of the pressure by the budget system adopted by managers that decreased the
performance (Siegel & Marconi, 1989: 128). While positive behavior arises when individual manager and organizational
goals are combined to achieve it.

Research has shown that the participation of the budget has a positive effect on the motivation of management
(Anthony & Govindarajan, 2003: 420), while participation refers to a process of shared decision making by two or more
parties initiated for the future outcomes. To see the extent of the performance achieved by the managers can be seen from
the report or accounting information presented by companies or called as management accounting information. This
management accounting information is needed by managers as the information useful in the decision- making process.
While, the accounting information also needed in the process of budget preparation and control and for assessing the
performance of the managers.

Anthony and Govindarajan (2003), suggeststhat the process of budget preparation and control of the business and
operations embodied aspects of human behavior. The budget is basically the end result of negotiations between the units’
managers or as the central of responsibility with their supervisor to determine the goals and actions to be performed. Thus,
the critical issue in budgeting lies in the aspect of human behavior that is contained in the budget.

The process of planning and control in budgeting and business operations are basically the process of defining the
role for managers in the levels ofthe organization to carry out the activities in achieving corporate goals which include
setting up the resources to carry out the obligations. The prepared budget as thea plan that will guide the implementation
and controllingtool in its execution, thus the deviation occured on the plans can be immediately known the person in charge
who was responsible and followed by acting immediatecorrective.

To see to what extent a responsibility center has reached the target, it can be seen from the report of a central
achievement of accountability. The work of a responsibility center is successful when the goals statedin the articles can be
achieved, otherwise considered less successful when the goals stated in the budget is not achieved. The results of these
comparisons may lead to a difference (deviation). Significant deviations needs to be further analyzed, in order to know
what factors that cause such deviations. By knowing the factors that cause the occurrence of irregularities, will allow
management to undertake corrective action, so that deviations from this budget can be eliminated or atleast minimized, to
avoid any wastage and encourage managers to improve performance. Meanwhile, the roleof managers in planning and
controlling budgets and business operations, are conducted according to the principles "bottom up-top down" that each
organizational unit managers to create and submit theirrespective draft budget to the budget committee by considering the
existing economic resources, then combined with mutual consent.

Here it appears that the managers’ involvementor participation in budgeting began from designing thecentral budget
of their accountability respectively, to theimplementation and control. Thus through this participation, the managers feel
their aspirations are valued and have an influence on the formulation of the budget. The inconsistent results of these
findings are encourage the researchers to evaluate various factors orvariables that may affect the relationship between the
participatory budgeting with the managers’ performance.

LiteraTure Review

Individuals within an organization are ofteninfluenced by their perceptions of the budget fairness. Generally, one
would compare the budget that has beenset up for him with other parties at the same level. An individual's perception of
fairness is based on the target and process that becomes the motivation for individualsto achieve a set budget (Lindquist,
1995; Libby, 1999).

One of the theory that tested the fairness is the referent cognitions theory. According to this theory, when
individuals receive unfair outcomes, their judgment becomes attached to referent or other parties(Folger, 1986). Therefore,
one would compare theoutcomes they receive with referent outcomes, such outcomes were due to receive or received by
others with equivalent positions. The fairness can be viewed from two sides, namely distributive fairness and procedural
fairness. Distributive justice is an individual's perception of the fairness distribution of organizational outcomes, while
procedural justice relates to fairness and feasibilityof the procedures used to allocate or distribute the decisions within the
organization (Kreitner & Kinicki, 2000).

This study analyzed the effect of managers' perceptions of fairness in terms of procedural fairness, with the
following considerations: First, the participation of managers in budgeting allows managers to influence the allocation or
distribution of the budget. Second, theprinciple of the procedure is a mechanism for determining the decision, including the
decision to distribution. This means whether the allocation is fairly done or otherwise will depend on how the budget
allocation decision procedures are been set. Perceptions of managers on procedural justice if the decision on the allocation
or distribution of the budget isset based on reasonable or fair procedure. Similarly, although the manager in carrying out its



activities are often faced with budget constraints, but if the budget allocation decision is determined based on a fair
procedure, the top managers' perceptions of proceduralfairness will increase. Cropanzano and Folger (1991) suggested that
if the process used to decide the amount of budget allocation is reasonable, then the subordinate actions will lead to
improve performance. Thus top managers' perceptions of procedural fairness is an important factor that must be
considered indesigning a budget.

The concept and measurement of commitmentto goals is a key aspect of the theory of goal setting. According to
this theory, a commitment to the goals is refers to an individual commitment in achieving the organizations’ goal. According
to Locke (1981) in Chongand Chong (2002), the manager's commitment is a strong determination to achieve a goal on the
budget that continually striving to reach it all the time. The commitment to a goal is a level of individual commitment to
achieve certain goals. Individuals who have a high commitment to the objectives of the budgetwill always increase its efforts
to achieve those goals, soit will have an impact on performance. In contrast, individuals who do not have a commitment to
achieve the goal on budget will result in a lower performance level. Murray (1990) and Wentzel (2002) found the
evidence that the manager's commitment has positive influence on the performance of managers.

The performance is the success rate of individuals or managers in carrying out the work. In thisresearch plan, the
manager at the pawnshop branch office becomes the object of the performance measureas the managers of profit centers.
As the profit center managers, the manager is responsible for the achievement of the unit profit organization they lead.
Their performances are based on the difference between revenue with expenses gained that should berealized (Hansen &
Mowen, 2005; Anthony & Govindarajan, 2003). In relation to the previous description about the participatory budgeting
and procedural justice, it has raised questions about whetherthe two variables actually affect the manager'scommitment to
the goals on budget or otherwise. Or isthere any relationship among these variables in the performance of managers.
Similarly with the commitment of the managers on budgetary purposes that may have an affect to their performance.
Accordingly, the reciprocal relationship and interplay between these factors will be tested in this study. Thus, the study
examines the effect of participatory budgetingand procedural fairness to the commitment and performance of managers is
interesting to be conductedin the development of sciences. The following are the considerations of the researchers to
conduct a study ofthese variables:Firstly, the studies that examine the effect of participatory budgeting on the performance
of the manager still showed inconsistent results. According to Govindarajan (1986), in order to reconcile the inconsistent
results, he proposed to use the contingency approach through evaluation of various conditional factors, so as to improve the
effectiveness of participatory budgeting that influence on the performance of managers. This study uses the conditional
factor of commitment as an intervening variable. The intervening variable is a variable that is affected by a variable and
affect other variables (Shields& Young, 1993; Shields & Shields, 1998). Secondly, byincorporating a different procedural
fairness variable both in terms of the structure of the model and the findings of existing research, it is expected to further
enrich the models in the field of management accounting and the behavioral aspects of accounting toguide the behavior of
members of the organization in achieving the goals on budget as well as to shows the originality of this study. Thirdly, this
study of pawnshopassessment is done for an effort to increase the commitment of the managers in the organization, so that
the expected achievements to be achieved. The achievement of performance at each branch offices is very important
because it is not only used to fulfill obligations to third parties but also to provide bonuses or to open a new branch office
of pawnshop in other areas. With the increasing number of pawnshop branches, the role of pawnshop is expected to assist
thegovernment programs to improve the societal welfare economically.

MeThoboLoGy

This study aims to obtain a description of the effect of participatory budgeting and procedural fairness on
commitment and performance managers at the pawnshop in North Sumatra province. Both two types of descriptive and
verificative methods are used to analyze the data of the study. The behavioral aspect of accounting on management
accounting is used as the basis of the study with the emphasis on budget issues. Types of relationships between variables
are causality inwhich the independent variable is participatory budgeting and procedural fairness serves as a cause ofthe
variable, while the dependent variable is the commitment and performance of managers as a effect of the variable.

Table 1 : Operationalization of Variables
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b) Operationalization of Variables
c) Population and Instrument Tests

The population of this study is all 212 the pawnshop branches located in North Sumatra where therespondents are
the individual of branch managers thathave the responsibility as the managers of profit center. This study used a census of
the entire population as theunit of analysis. Both validity and reliability are used in this study. Validity test results have shown
that all of theitems are valid, while the reliability coefficient of the questionnaire examining the five variables are all greater
than 0.7, so that it can be concluded that the instrumentmeasures used in this study have given consistentresults.

d) Analysis and Hypothesis Test

The analysis used to test the hypothesis in thisstudy is the Structural Equation Modeling (SEM) using AMOS 16.
SEM is a set of statistical techniques that allow the testing of a set of relationships that are relatively "complex"
simultaneously (Ferdinand, 2002). Since all variables are in ordinal-typed of scale, while theuse of path analysis requires the
data to be in interval,then the original data transformed into ordinal interval data via the method of successive interval with
the following steps:

Pay attention to each statement (item)

For the said statement, the number of respondentsis determined to have a score of 1, 2, 3, 4, and 5 norder to obtain
the frequency (F)

Each frequency is divided by the total number of respondents in order to obtain the proportion (p)

The proportion is summed up sequentially for eachanswer’s scores in order to obtain the cumulative proportion (pk)
Using the chart interval, the Z value is calculated foreach cumulative proportion obtained

Determine the value of the interval for each value ofZ with the following formula:

Density at lower limit - Density at

SV =
upper limitArea under upper limit - Area

under lower limit

Furthermore, as a benchmark for the closenessto
state the high and low estimates of the indicator, the



correlation relationship or the strength of the effect is
referring to the standard categories of Guilford (Guilford,
1956: 145) with the following criteria:

Table 2 : Criteria of Relationship Level

Correlation Value Particular

<0.20 The relationship is low or the influence is weak which almost negligible.
0.20-0.40 The relationship is low or the influence is weak.

0.40-0.60 The relationship/influence is moderate.

0.60-0.80 The relationship/influence is high.

0.80-1.00 The relationship/influence is very high.

Source: Guilford (1956: 145)

FIiINDINGS

a) The Collection of Data

The data were obtained from the respondents;the managers of pawnshop branch offices in North Sumatra
using a questionnaire survey tool. Below is thetable of questionnaires rate of return from respondents:
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b) Hypothesis Test

The structural model is built by a relationship among latent variables (construct) whereby theindicators have been
tested for validity and reliability inthe measurement model. In accordance with the research paradigm that has been
stated previously, thestructural relationship between variables is composed oftwo sub-structures, namely:

1. Effect of participatory budgeting and procedural fairness to the manager's commitment Effect of
participatory budgeting and procedural fairness, and commitment to the performance of managers.
c) The Effect of Participatory Budgeting and Procedural Fairness on Manager’s Commitment

The sub-structures analyzed in this study is theparticipatory and procedural fairness affect either simultaneously
or partially on the manager's commitment. Path diagram of structural equation model of the influence of participatory
budgeting (X1) and procedural fairness (X2) to the managers’ commitment(Y), is presented in Figure 1 below.

Figure 1 : Path diagram of structural equation model of the influence of participatory budgeting (X1) and procedural
fairness (X2) to the managers’ commitment (Y)

Structural equations for the first model is formulated as
follows:Y = 0.338X1+ 0.565Xz2+ (1



The influence coefficient of participatory budgeting (Xi) on the manager’s commitment (Y) is
0.338 and a coefficient for procedural fairness (X2) on the managers’ commitment (Y) is 0.565. To examine theeffect
of variables which hypothesized partially using t test with the test criteria of o is 0.05, the limit values forsignificant test is
1.96. From these results, it can be seen the level of influence of participatory budgeting and procedural fairness to the
manager's commitment either simultaneously or partially. The calculated effect consists of the direct, indirect and total
effect. The magnitude of the direct, indirect and total effect of participatory budgeting and procedural fairness are
presented in Table 4 below.

Table 4 : Effect on Level of Participatory Budgeting (Xi1) and Procedural Fairness (X;) on the
Manager's Commitment (Y)

Effect
\ Formula %) (
ariable
irect ndi ota
rec I
t
Z
Y (0.338x100 %)
F X 1.42
ticipat 9
articipa Yo 8.3
ory Yvx XTx x XVvx 7%
Budgetin O 2
.95
g (X1) %
(0.338 x 0.364 x 0.565) x 100
%)
2 2 0,
P ¥, (0.565%100%) 1.92
rocedural %
Fai 8.8
airness ( Yvx *Txx XVyx 7%
X 2 ) 2 12 1
(0.565 x 0.364 x .95%
0.338) x100%)
Simulte
nous Effect of ny( 7.2
X R2 4%
X1X2
Other Variables on Y (1)
2.7
6%
Source: Data Output SPSS
d) The Effect of Participatory Budgeting, Procedural Justice, Managers’ Commitment on the Manager’s

Performance
The sub-structures analyzed in this study is the participatory, procedural fairness, manager's commitment affect
either simultaneously or partially on the manager's performance. Path diagram of structuralequation model of the influence

of participatory budgeting (X1) and procedural fairness (Xz), managers’commitment (Xs) on the manager’s performance (2)
is presented in Figure 2 below.




Figure 2 : Path diagram of structural equation model of the influence of participatory budgeting (X1) and procedural
fairness (X2), managers’ commitment (X3) on the manager’s performance (2)

Structural equations for the first model is formulated as
follows:Z = 0.471X1+ 0.351X2 + 0.296Y + {2

The influence coefficient of participatory budgeting (Xi) on the manager’s performance (Y) is
0.471, a coefficient for procedural fairness (Xz) on the managers’ performance (Y) is 0.351 and and a coefficient for
manager’s commitment (X3) on the managers’ performance (Y) is 0.296. To examine the effect of variables which
hypothesized partially using t test with the test criteria of . is 0.05, the limit values forsignificant test is 1.96. From these
results, it can be seen the level of influence of participatory budgeting, procedural fairness and manager's commitment
on themanagers’ performance either simultaneously or partially. The calculated effect consists of the direct, indirect
and total effect. The magnitude of the direct, indirect and total effect is presented in Table 5 below.

Table 4 : Effect on Level of Participatory Budgeting (X1), Procedural Fairness (X2) and Manager’s
Commitment (Y) on the Manager’s Performance (2)
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DiscussionN
a) The Simultaneous Effect of Participatory Budgeting and Procedural Justice to the Manager’s

Commitment The results of calculations for the hypothesis of the effect of participatory budgeting (Xi) and
[ procedural fairness (Xz) on the manager’s commitment (Y)simultaneously can be seen in Table 6 below:

Table 6 : The Effect of Participatory Budgeting (X1) and Procedural Fairness (X2)
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The analysis showed that the participatory budgeting and procedural fairness affect simultaneously the manager’s
commitment. The influence of these twovariables to the manager's commitment is positive at 57.24%. The results of this
study indicate that the magnitude of the manager's commitment can be explained by the participatory budgeting and
procedural fairness, while 42.76% is explained by other variables. Ifthe magnitude of this effect is interpreted based on the
level of relationship strength proposed by Guilford (1956: 145), the participatory budgeting and proceduralfairness effects are
still sufficient. Moreover, the effect of procedural fairness variable was higher than the variable of participatory budgeting. In
this regard, the efforts to increase manager’s commitment is to provide wider opportunities to be involved in the
process/decision- making procedures of the organization.

b) The Effect of Participatory Budgeting on Manager’sCommitment
The participatory budgeting is hypothesized tohave a significant influence on the
anager’s commitment. To prove this hypothesis, the testingbased on the survey data can be seen in Table 7 below.

Table 8 : Significance Test on the Effect of Procedural Fairness (X1) on the Manager’s Commitment (Y)
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In Table 7 shows that the path coefficient of participatory budgeting to manager’s commitment is

0.338. The positive relationship of participatory budgeting on manager’s commitment means that the higher the
degree of participatory budgeting, the higherthe magnitude of the manager’s commitment. Furthermore, the value of t-test
path coefficients of participatory budgeting variable on manager’s commitment is 3.012. It is also found that t-test value is
greater than t-table (1.96), thus concluded that participatory budgeting significantly influence themanagers' commitment.
Meanwhile, the effect of participative budgeting on manager's commitment amounted to 18.37%. If the magnitude of this
effect is interpreted based on the level of the strong relationship proposed by Guilford (1956: 145), then the effect of
participatory budgeting on the manager's commitment is very low or weak. The results are consistent with the findings by
Chong and Chong (2002), Wentzel (2002), Mulyasari and Sugiri (2004) states that participatory budgeting has a positive
and significant effect on the manager’s commitment. This a very weak effect of participatory budgeting due to the
participation of branch manager in preparation of budget are not in linewith expectations in carrying out the role as the
manager of the company's organizational unit. In addition, although the branch managers are participated in designing the



preparation of budget but when there is achange in budget, it often poorly communicated. This resulted because the branch
managers face difficulty inachieving the targets on budget that have been set earlier, thus they are less committed to the
organization.To increase the manager’s commitment is by providinga wider role in the preparation of the budget. In other
words, the pawnshop particularly those in regional offices need to improve the application of participative management
whereby a wider role is given, means it required to increase the responsibilities in achieving thetargets on the budget.

c) The Effect of Procedural Fairness on Manager’sCommitment
The procedural fairness is hypothesized to havea significant influence on the manager’s commitment. To prove this
hypothesis, the testing based on the survey data can be seen in Table 8 below:

Table 8 : Significance Test on the Effect of Procedural Fairness (X2) on the Manager’s Commitment (Y)
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In Table 8 shows that the path coefficient of procedural fairness to manager’s commitment is 0.565. The positive
relationship of procedural fairness on manager’s commitment means that the higher the degree of procedural fairness, the
higher the magnitudeof the manager’'s commitment. Furthermore, the value of t-test path coefficients of procedural fairness
variable on manager’s commitment is 4.624. It is also found thatt-test value is greater than t-table (1.96), thus concluded that
procedural fairness significantly influence the managers' commitment. Meanwhile, the effect of procedural fairness on
manager's commitmentamounted to 38.87%. If the magnitude of this effect isinterpreted based on the level of the strong
relationship proposed by Guilford (1956: 145), then the effect of procedural fairness on the manager's commitment is lowor
weak. The results are consistent with the findings byEarly and Lind (1987), Lin et al. (1990), Wentzel (2002), Mulyasari and
Sugiri (2004), Yusfah Ningrum and Ghozali (2005), which states that procedural fairness has a positive and significant
effect on the manager’s commitment.

This a weak effect of procedural fairness due toa variety of decision-making procedures such as the budget
preparation and execution procedures,evaluation procedure of budget execution and award procedures that are often done
not in timely. At the pawnshop, a variety of decision-making procedures arewell formulated but the implementation is often
done too late. For those pawnshop’s branch offices that are geographically dispersed so widely, this delay makes the
branch manager cannot prepare and implement thebudget properly and the corrective action is often too late when there is
a deviation in the responsibility. Similarly with the provision of various forms of awards that been done in later time will not
provide a meaningfulvalue. Thus the timeliness is an important factor that must be taken into consideration in formulating
and implementing decisions.

d) The Simultenous Effect of Participatory Budgeting and Procedural Fairness and Manager’s
Commitment on Manager’s Performance

The hypothesis result of simultenous effect of participatory budgeting, procedural fairness, manager’s
commitment on manager’s performance can be seen inTable 9 below:



Table 9 : The Simultaneous Effect of Participatory Budgeting (Xi) and Procedural Fairness (X2) and Manager’s
Commitment (Y) to Manager’s Performance (Z)
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The analysis showed that the participatory budgeting, procedural fairness and manager’s commitment affect
simultaneously the manager'sperformance. The influence of these three variables to the manager's performance is positive
at 84.77%. The results of this study indicate that the magnitude of the manager's performance can be explained by the
participatory budgeting, procedural fairness and manager’s commitment, while 15.23% is explained by other variables. If
the magnitude of this effect is interpreted based on the level of relationship strength proposed by Guilford (1956: 145), the
participatory budgeting, procedural fairness and manager’s commitment are having strong effect. Moreover, the effect of
participatory budgeting variable was greater than the variables of procedural fairness and manager’s commitment. In this
regard, the efforts to increase manager’s performance is to increase the participation of managers in the preparation of the
budget. Increasedin participation is very important with consideration thatthey are the most knowledgeable both the potential
andweaknesses of the organization unit, so that they will develop a more realistic plan in accordance with the conditions
and the ability of the organization unit.

e) The Effect of Participatory Budgeting on Manager’sPerformance
The participatory budgeting is hypothesized to have a significant influence on the manager’s performance.
To prove this hypothesis, the testingbased on the survey data can be seen in Table 10 below:

Table 10 : Significance Test on the Effect of Participatory Budgeting (X:) on Manager’s Performance (Z)
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Source: Data Output SPSS

In Table 10 shows that the path coefficient of participatory budgeting to manager’s performance is
0.471. The  positive relationship  of participatory budgeting on manager’s performance means
that the higher the degree of participatory budgeting, the higherthe magnitude of the manager’s performance.
Furthermore, the value of t-test path coefficients of participatory budgeting variable on manager’s performance
is 3.564. It is also found that t-test value isgreater than t-table (1.96), thus concluded that participatory budgeting



significantly influence themanagers' performance. Meanwhile, the effect of participatory budgeting on manager's
performance amounted to 35.79%. If the magnitude of this effect isinterpreted based on the level of the strong
relationship proposed by Guilford (1956: 145), then the effect of participatory budgeting on the manager's
performanceis low or weak. The results are consistent with the findings by Shields et al. (2000), Chong and
Chong (2002), Wentzel (2002) which states that participatory budgeting has a positive and significant effect on
the manager’s performance. This a weak effect of participatory budgeting describe the awareness of branch
managers that achievement is an obligation and thus the related activities should always be done, so as not to
affect the level of the authority given by their superior manager in the preparation of the budget.

f) The Effect of Procedural Fairness on Manager’sPerformance
The procedural fairness is hypothesized to havea significant influence on the manager’s performance. To
prove this hypothesis, the testing based on the survey data can be seen in Table 11 below:
Table 11 : Significance Test on the Effect of Procedural Fairness (X;) on Manager’s Performance (2)

Variable Cogffgacclctant t Critical t Conclusion
Procedural Positive and
Fairness 0.351 3.136 1.96 significant effect
Direct Effect Indirect Effect Total Effect
=12.32% =13.17% = 25.49%

Source: Data Output SPSS

In Table 10 shows that the path coefficient of procedural fairness to manager’s performance is 0.351.The positive
relationship of procedural fairness on manager’s performance means that the higher thedegree of participatory budgeting,
the higher the magnitude of the manager’s performance. Furthermore, the value of t-test path coefficients of procedural
fairness variable on manager’s performance is 3.136. Itis also found that t-test value is greater than t-table (1.96), thus
concluded that procedural fairness significantly influence the managers' performance. Meanwhile, the effect of procedural
fairness on manager's performance amounted to 25.49%. If the magnitude of this effect is interpreted based on the level of
the strong relationship proposed by Guilford (1956: 145), then the effect of procedural fairness on the manager's
performance is low or weak. The results areconsistent with the findings by Libby (1999), Wentzel (2002), Mulyasari and
Sugiri (2004) which states that procedural fairness has a positive and significant effecton the manager’s performance.

This a weak effect of procedural fairness due toa tendency of branch office managers that they feel lessgiven the
opportunity to express their opinions in the decision-making process of the organization, so their drive to excel also low.
Thus, the improvement of manager’'s performance can be done by providing a greater opportunity in organizational
decision-making procedure. Increases the magnitude of the manager's participation in decision-making enabling them to
determine the overall decision-making process of the organization, so as to produce the information relevantto the job. The
job relevant inforamation is related to theextent of manager’s assessment ability to receive the information that can be used
in effective decision making as well as to evaluate the alternative decision. This also can improve the performance because
itprovides more accurate predictions on the environmentand a more effective choice for the best action.

9) The Effect of Manager’s Commitment on Manager’sPerformance
The manager’s commitment is hypothesized tohave a significant influence on the manager’s performance.
To prove this hypothesis, the testingbased on the survey data can be seen in Table 12 below:

Table 12 : Significance Test on the Effect of Manager’s Commitment (Y) on Manager’s Performance (Z)
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In Table 12 shows that the path coefficient of commitment to manager’s performance is 0.296. The positive
relationship of commitment on manager’s performance means that the higher the degree of commitment, the higher the
magnitude of the manager’s performance. Furthermore, the value of t-test path coefficients of commitment variable on
manager’s performance is 2.450. It is also found that t-test value is greater than t-table (1.96), thus concluded that
commitment significantly influence the managers' performance. Meanwhile, the effect of commitment on manager's
performance amounted to 23.49%. If the magnitude of this effect is interpreted based on the level of the strong relationship
proposed by Guilford (1956: 145), then the effect of commitment on the manager's performance is low or weak. The
commitment is closelyrelated to the manager’s performance. Accordingly, thehigher the commitment of managers, it will be
the higher the performance. Results of the study show that the effect of the manager's commitment to performance isstill
low which due to limitation on the given budget, sotheir performance become low. Accordingly, the upper-level managers
attempt to increase the lower level manager's commitment and suggested to continue fulfilling the expectations that will
foster the satisfactionor pride in themselves. The results are consistent with research conducted by Murray (1990), Chong
and Chong (2002), Wentzel (2002), Yusfah Ningrum and Ghozali(2005) which states the manager's commitment has a
positive and significant effect to performance.

Given the manager’s commitment is an intervening variable, efforts to increase the commitmentis also influenced by
the interaction of the previous independent variables, namely participatory budgeting and procedural fairness. Thus, efforts
to increase the manager’'s commitment on the goals of the budget canbe done by increasing their participation in the
preparation of the budget. Through this participation, the managers will have high motivation to achieve its statedobjectives.
Other efforts that can be done is to give a wider opportunity to branch manager in the decision making process of the
organization.

CoNcLUSION

Based on the results and discussion, the research conclusions can be stated as follows:

1. Participatory budgeting and procedural fairness simultaneously have a significant and positive effect to the
manager’s commitment.

2. Participatory budgeting has a significant positive effect on managers' commitment.

3. Procedural fairness has a significant and positive effect on managers' commitment.

4. Participatory budgeting and procedural fairness and commitment simultaneously have a significant and positive
effect on the manager’s performance.

5. Participatory budgeting has a significant andpositive effect on the manager’s performance.

6. Procedural fairness has a significant and positiveeffect on the manager’s performance.

7. Commitment has a significant and positive effect onthe manager’s performance.
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