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CHAPTER 1
INTRODUCTION

1.1 Background

The image of bad governance marked by the conditidnsomuption,
collusion, and nepotism in Indonesia has resulted inudisaf the public towards
government institutions, both central and regional guwent institutions. In
which took place both during the previous administration anttienreform era.
Also, the news about corruption in the mass media ofteadens public distrust
of government institutions. This condition is exacerthddy media fabrication,
which seems to illustrate that the entire bureaucratirmesystem in Indonesia
has been bad and collapsed (Nurfita Kusuma Dewi, 20h#y condition puts the
government's credibility at stake. In this case, theeguwent credibility is
directly related to the idea of political trust becauseaas institution, the
government produces policies repeatedly, and the lacledibdlity raises distrust
and likely for a long time, therefore each policy madeth®y government is a
potential action to build trust (La Porte, 1996). Amid manyspeistic tones and
exhausting dirty political intrigues, a clean bureaucratientality must be
maintained. Therefore, the government needs to restore jpligiliast. Hence, to
prevent corruption from getting worse organizatidosneed a complete and
thorough strategy in budgeting, both formal and informahglare important.
Apparatus as the ones who take control within governmestitutions must
understand their capability resources well and must havaratpht shows how
these resources are used to achieve the organization'sagoatsbjectives (Dr.
(Cand). Drs. Achmad Ridwan Tentowi., S.H., 2018y improving the apparatus
performance public may gain both confidence and trust of thergment. The
performance of the apparatus can be improved if the apggratceive that there

is fairness in the budget preparation process within the gmest (Lind & Tyler,
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1988). Therefore, the apparatus will perform effectively durihe budgeting
process.

Budgeting is a formal statement made by organizatioot plans made in the
future in a certain period, which will be used as a guideenrtiplementation of
activities during the period (Hanson, 1978Jong with the role of the budget,
(University., Administration., Argyris, & Foundation., 1952ates that the key to
effective performance is when the objectives of the budgetchieved and the
participation of apparatus plays an important role in aamiethese goals. Budget
participation isone form of an effort to worker’s performance, it is more of a
situational nature, depends on the internal conditipass¢nality and emotions)
and external factors that surround individual organizationsdoing work
External factors are targets and competition demandspaghrmance from the
individual. While internal factors are in the form of therk environment, salary,
promotion opportunities, supervision, and others that inciudieel dimensions of
job satisfaction.

The success of an organization in achieving its giegends very much on
the apparatus performance. Apparatus performance is achidhecifganization
as a whole or joint business unit apparatus can do theirwelisso that the
organization can achieve the goals and objectives setckiel, 2001). The
description of the apparaturole mentioned above, will require a number of
important organizational skills - develop equal relationslipsveen apparatus
carry out negotiations, motivate subordinates, resolve ctmflicild information
networks and disseminate information, make decisions iditbioms of extreme
ambiguity, and allocate available resources (Mintzb20g9).

While the concept of performance according to (JoH®96) is the
contribution made by members of the organization to theeaement of
organizational goals. While other opinions from (RobertdMard, Ridgeway,
Nimmo-Smith, & Anespie, 1994) is about the vision, miss@am activities of the
organization by attending group or meetings and consultatiotls @ther
departments. The efforts to improve the performance ef apparatus are

situational factors. One of the situational factors H#ra the main consideration is

UNDERGRADUATE THESI¢ THE MEDIATING ROLE .. MILKA DAMAYANTI



IR - PERPUSTAKAAN UNIVERSITAS AIRLANGG/

budgetary fairness. Budgetary fairness is the perceptidairoess perceived by
apparatus in a budget (Lind & Tyler, 1988). Fairness perceivbddgeting tends
to be related to the attitudes and behavior of the apparatussbeitgorovides
conditions where the norms of rights or obligations amet. Therefore, fair
treatment of apparatus drives the process of social egehavhere the
supervision and efforts of organizations to make fair dawsiaise the obligation
on returning the role of apparatus.

According to (Maiga, 2006) there are three formsualglet fairness, namely:
procedural fairness, distributive fairness, and interaatidairness. Procedural
fairness is related to the procedures used in allocatimginess so that fairness
becomes the basis in the decision making the procedstéomine the results to
be achieved. Also, procedural fairness relates to theiddstand behaviors of
people involved in the process in it and the impact on idesighat are produced.

Distributive fairness is the perception of faisié®m the results received by
apparatus (Colquitt, Conlon, Wesson, Porter, & Ng, 2001)thén budgeting
literature, the concept of distributive fairness isated to the notion of the
expected size of the distribution of resources that @yaratus must accept
relatively to other parties. This reflects the distributieneived by the apparatus
in the previous budget period adjusted to the proportion oéase (decrease) in
the total distribution of the organization (Maiga, 20Qd@ganwhile, interactional
fairness is related to the quality of care received fsapervisors and the extent to
which formal decision-making procedures are implementedeciyr (Bies &
Shapiro, 1988). Also, interactional fairness in the buggetess is defined as the
extent to which apparatus feel they have been treated faitgrms of personal
interactions with supervisors during the budgeting procesg@yla006).

Fairness in the budget process is a way thay eygraratus can think about in
terms of efforts to improve the apparatus performance. rap® who can
improve fairness in the budget preparation process will prasatisfaction to all
stakeholders so that they will motivate each elemanthe stakeholders to
improve their performance as well as the apparatus penficengEfforts to

achieve fairness in the budgeting process can be achievelll parties are
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involved in the budget preparation process. According to (Asgyw®d52) the
biggest contribution from the budgeting process will occur Hosdinates are
involved to contribute in the preparation of the budget.

The patrticipation of apparatus in the budgeting proiseasepresentation of
the organization's internal resources, so the participatiocess is expected to be
able to provide a fair sense to all stakeholders includieg@pparatus themselves.
The active involvement of the apparatus in the budgetingepsowill make it
easier to align the expectations with the wishes ofrsigmes so that fairness in
the budget can be achieved. The achievement of budgetamgsiidue to the
active participation of the apparatus in the budgeting progiissiake it easier
for supervisors to know the real needs based on the organigatesources so
that the apparatus performance can be better.

Based on equity theory, a high sense of fairreéses respect within
organization, so organization is more motivated to impriseperformance.
According to (ADAMS, 2008) equity theory is based on the ithed individuals
are motivated by fairness. Equity theory also explainsgéeceptions of fairness
grow from resources in interpersonal relationships. péoes of procedural
fairness regarding budgets grow when there is a balarteesdre established
budget procedures. Appropriate perceptions about how much pamicighould
occur with how much reality is happening about the budget mvdtivate
apparatus to better balance their roles due to the growtlserisee of procedural
fairness in their budgeting. The perception of fairnesowmges individuals to
work better for the organization. Budgeting procedures thatisisthe provisions
that apply in budgeting, as well as the desire of the apsatatcarry out these
procedures consistently will increase the perception ofeguharal fairness in
apparatus

An increase in the perception of procedural fagnesthe apparatus will
encourage the apparatus to be more careful in managingvdiilaebée budget
through efforts to improve apparatus performance. The alaetoveen the needs
and expectations that exist for the amount of the budgeétighset, motivates

organization to play an active role in achieving organinagjoals by improving

UNDERGRADUATE THESI¢ THE MEDIATING ROLE .. MILKA DAMAYANTI



IR - PERPUSTAKAAN UNIVERSITAS AIRLANGG/

its apparatus performance. The apparatus with high percemtiogdistributive
fairness will look positively concerning all the budgets neset by their
departments by increasing planning, evaluation, coordinatiain sapervision
activities to maintain a balance between needs and thiakaMy of budget
resources. Also, an increase in the perception of iritenat fairness the
apparatus will perceive fairness during their interactiohg dpparatus feel they
have been treated fairly. Therefore, they are willing utty fcommit to the
budgeting process.

The accuracy of the apparatus perceptions betwegsiods in preparing
budgets makes the apparatus more responsible for colizoagreements and
commits to run the budget properly. Apparabas a perception that cooperation
between the sections that occur encourages apparatus reasmc their
commitment to achieving the budget determined based on thétsresu
cooperation between departments. Besides, the appropr&ateheapparatus
perceptions of coordination between divisions in determiniveg gize of the
components needed in each department will give rise tagamement on the
amount of budget allocated to each department, so that apgparateach
department have obligations to run the budget properly. Thaitemmshows that
agreement on the results of coordination between depagnieqguires the
commitment of the apparatus to run the budget properly. Thengarant, which
bound the budgeting process between all stakeholders, isdlesnbudget goal
commitment.

(Locke & Latham, 1991) defines budget goal commitmerat dstermination
to try to achieve the target budget target and continue to siriehieve it at any
time. (Wentzel, 2002) stated that budget goal commitmenthes level of
individual commitment to achieve certain goals. A commitnodémpurpose shows
the achievement or determination to achieve the goalk@.&cLatham, 1991)
which embodies the goal and the reluctance to eliminatedurce the goal over
time. A commitment than resulted in participation wilciease subordinates'
commitment to budget targets (Chong & Chong, 2002). Opportunities to get

involve and influence in the budgeting process will increasmrslinates' trust,
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subordinate's sense of control, ego involvement withottganization, so that
together they will cause less resistance to change and asgept and choose
commitments to budget decisions.

Apparatus' commitmetd achieving the budget targassbased on the results
of the budgetary fairness perception. Apparatus, in thes @ms the ones who are
responsible for improving the perception of fairness. péeception of fairness
that is fostered can provide satisfaction to all stakeheld&/hen stakeholders
feeling satisfied within the organization, they are willingctmperate through
committing in the budgeting process. Thus, the apparatus us#gktbgoal
commitment as a determination to try to achieving budget goalscontinuously
strive to achieve them all the time (Locke & Latham, 19%Xhe commitment of
the budget goal can be applied effectively, the goals andvachénts of a better
performance will be easier to achieve. Therefore, are@ser in the budget
commitment will lead the apparatus to increase its perforenadence, budget
goal commitment in this study act as a mediating roldenrelationship between

budgetary fairness and apparatus performance.

1.2 Research Gap

There have been several findings discussing Hiatianship between
budgetary fairness and job performance, but some has shalfferant result.
The difference in this study is, this study will analyhe telationship between
budget fairness and apparatus performance by including budget tcoeminas a
mediating variable with the object of research in Surabayn-village regional
government organizations (RGO) and research subjectd appatatus involved
in preparing the budget. According to (Dunford, Snell, & Wright, 20@eflgcts
the view of commitment as being an attitude about a goat@gnitive, affective,
and behavioral) and the maintenance of that determinafions, budget goal
commitment will alleviate the inconsistency of the previcagearch results. This
study empirically examines the effect of budget goal comnmtro@ budgetary
fairness and the effect of budget goal commitment on ajusaparformance. This

research is expected to be useful and become informat@mrcansideration for
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the organization’s stakeholders. Hence, they will get a better understanding of

improving apparatus performance within the organization.

1.3 Research Objectives
Based on the background of the study, the objectivdsisoresearch are as
follows:
a. Analyzing the influence of budgetary fairness on apparatusrp@fee.
b. Analyzing whether budget goal commitment mediates the mieof
budgetary fairness on apparatus performance.

1.4 Summary of Research Results
Based on the background and objectives of this gedéne following
conclusions can be drawn:

1. Budgetary fairness influences the apparatus performance.amsnibat the
higher they perceived fairness they tend to perform hd®&rceived fairness
will encourage apparatus to build a higher apparatus perfornasmacwill be
beneficial to the organization.

2. Budget goal commitment is proven to mediate the influencéualigetary
fairness on apparatus performance. It can be interpieaedhe apparatus that
perceived fairness within the organization will also havéga level of budget
commitment. If the commitment of the budget goal caadied effectively,
the goals and achievements of a better performancéeavilasier to achieve.
Therefore, an increase in the budget commitment will I&adajpparatus to

increase its performance.

1.5 Writing System
This systematic writing outlines the contentseath chapter to facilitate
compiling and understanding parts of the entire serieshefrésearch. The

following is the systematic writing in this research:
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CHAPTER 1 INTRODUCTION

This chapter explains the background of the reseattuibh contains a brief
description of the phenomenon of bad governance imadgedmonesia. Then,
proceed with the elaboration of the research gap expipithe results of the
previous study through the budgetary fairness in predicting ajyearatus
performance mediated by budget goal commitment. Next, we wiliggahe
research objectives, summary of research resulissystematic writing.

CHAPTER 2 LITERATURE REVIEW

This chapter explains the grand theory used inrdgsarch, namely the
Theory of Equity. Then, proceed with explaining variatédinitions used in this
study which are budgetary fairness, apparatus performandepuget goal
commitment. Next, hypothesis development will be providedicoet with the

conceptual framework.

CHAPTER 3 RESEARCH METHODOLOGY

This chapter explains the research approach usedlyndine quantitative
research approach. It also describes variable ideatidit, operational variable
and measurement, types and data source, sampling and dettiazoprocedure,
and proceeds with data analysis technique used, one of thensasely Partial
Least Square (PDS

CHAPTER 4 RESULT AND DISCUSSION

This chapter will present the results of the studytiee mediating role of
budget goal commitment on apparatus performance throughpéheeived
budgetary fairness. There will be also interpretatioihshe results from some
testing explained in Chapter 3. Then it will proceed widtdésion to answers the

problems that have been formulated.
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