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Involving Information Asymmetry And SelfEsteem In The Slack Budget
Mappa Panglima Banding, Febria Ramadhana, Roni Padliansyah
Abstract: This study is pure experimental research, which is separate from daily life activities (laboratory) that aims to
determine: (1) the implications of information asymmetry to budgetary slack; (2) the influence of self-esteem on the relationship
of information asymmetry to budgetary slack. The experiment subject is a randomized participant of 15 people based on
predetermined categories faced with three conditions of information asymmetry. (1) The condition of high information asymmetry
where financial reports are only in the form of balance sheets, (2) medium information asymmetry conditions where only financial
statements in the form of balance sheets and income statements are available, and (3) low information asymmetries where
complete financial reports are available. Participants asked to fill out the self-esteem questionnaire to see the level of selfesteem they had. The research design used was an underlying experimental design with a posttest control group. The
hypothesis test used in this research is ANCOVA. The result of the research shows that (1) information asymmetry has
implications to budgetary slack, (2) Self-esteem does not affect the relationship of information asymmetry to budgetary slack
significantly.
Index Terms: Asymmetry Information, Budgetary slack, Self-Esteem.
——————————  ——————————

1 INTRODUCTION
THE recovery of the global economy still tends to be slow and
uneven in every country; this is the impact of the global
economy, which is currently biased downward. In 2016, the
global economy was initially expected to grow by 3.5%, which
had to be reduced to 3.2%, lower than in 2015, which was
3.4%, in 2017 the global economy expected to grow again by
3.5% [1]. Indonesia itself faces various challenges, namely
slowing economic growth, rising foreign debt, fiscal deficits,
low growth credit, followed by the risk of increasing problem
loans [2]. Seeing world conditions, Indonesia must be more
active in being able to compete in the global economy.
Reflecting
on
these
challenges,
both
companies,
organizations, and the Indonesian government should have
careful planning. Planning is foresight to be able to take the
right actions to realize organizational goals [3]. Planning in a
company or organization uses the budget as an essential tool.
The budget is a one-year reduction from the strategic plan, but
the budget is more comprehensive than the strategic plan and
executives at all levels of the company are involved in its
planning [4]. Budgeting is the mechanism or tool used to plan
a budget [5]. The budgeting processing by several methods
such as Top-down, Buttom Up, and Mixed. As stated by
Anthony and Govindarajan who said that, the budgeting
process could be from "top-down" or "bottom-up," the latter
being called participatory budgeting [4]. Budget engagement is
a mechanism that reflects the complete involvement of
executives at all levels of the company participating in the
planning of the budget, which has a significant influence on
the budget goals and the need to determine the budget
objectives achieved [6]. On the other hand, participatory
budgeting will lead to negative behavior. Negative behavior
usually arises from managers below their tendency to do
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Budget gap. The slack budget is the gap between the forecast
and the best estimate [4]. The phenomenon of budgetary
slackness often occurs in the real world, causing the
organization problems and significant losses. One example is
about the problem of preparing the 2015 RAPBD of DKI
Jakarta Province. The emergence of budgetary slack is not
only in the scope of government or the public sector, but it is
not uncommon to find companies or organizations; this is quite
alarming,
especially
in
manufacturing
companies.
Manufacturing companies have an essential role in the
Indonesian economy. The information asymmetry is used by
bottom managers to create budgetary slack. The differences in
the information held between top managers and bottom
managers where lower managers have better information and
top managers are not able to know whether managers took a
decision based on information that is has been negligence of
duties (incentive to shirk) where managers deliberately reduce
the budget for more significant incentives. When opportunities
exist, senior managers will use information asymmetry to slack
the budget [7].
However, information asymmetry does not necessarily affect
budgetary slack. Other factors make it possible for budget
makers to be reluctant to do budgetary slack even though they
are in an asymmetric condition of information that should be
used by them for personal gain. One reason is the individual
factor. In doing work, someone must think of his self-esteem.
Self-esteem is a confidence in the ideals of one's selfassessment. Self-esteem is self-confidence, self-confidence
and self-respect [8]. About budgetary slack in the process of
budgeting, a budget compilers manager with low self-esteem
will tend to be higher in creating slack [9]. The current state of
the global economy appears to be slowed down, as the effect
of the global economic recovery poses domestic difficulties in
Indonesia, marked by sluggish economic growth. Responding
to these challenges, both companies, organizations, and the
Indonesian government should have careful planning through
the budget as an essential tool. One of the budgeting methods
that using is participatory budgeting. This participatory
budgeting is often related to budget slack, which often results
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in difficulties and losses for the company. So, it is essential to
examine further the implications between Information
Asymmetry on Budgetary Slack and Self-Esteem as
Moderating Variables in the Context of Participatory
Budgeting.

2 THEORETICAL FRAMEWORKS
The budget plays a vital role because the management of the
budget will schedule activities and monitor and determine the
direction of these activities. The budget is a structured plan for
an organization's operations, expressed quantitatively over a
period of time and usually expressed in money units [10].
While the definition of the budget according to the National
Committee on Governmental Accounting (NCGA) cited by
Tendi Haruman and Sri Rahayu stated that: "The budget is a
financial operating plan that includes estimates of proposed
expenditures and sources of income expected to finance it
within a certain period" [11]. Budget Participation is a collective
decision-making mechanism between two or more parties in
which the decision will influence those who make it [12].
Managers who have a high level of work engagement
(participation) identify jobs and maintain their work, and this
will also have a higher tendency for managers to create
budgetary slack, namely to protect their work and to protect
their image in the short term [13]. Budgetary slacking is the
method of budgeting that is considered to be a deliberate
distortion by growing budgetary revenue and increasing
budgetary costs [14]. Budgetary slack is a step for the budget
maker to achieve targets that are easier to achieve even
though the actual capacity is still much higher. Information
asymmetry emerges in the theory of agencies. Namely, the
principal gives authority to the agent (subordinate) to regulate
the company owned [4]. Because of the delegation of authority
and the separation of duties from the principal (superiors) to
the agent (subordinates), the superiors are not always able to
know the actual activities carried out by their subordinates as
well as limited information about the factual circumstances of
the unit or responsibility center managed by subordinates. This
condition then causes a phenomenon called information
asymmetry. "Information asymmetry exists only when
subordinates' information exceeds that of their superiors" [15].
Information asymmetry occurs because there are parties
(agents) who have more information compared to other
parties, which in this case means the principal. Self-Esteem is
one aspect of personality that has an important role and
influences individual attitudes and behavior. Self-esteem is
defined as the level of self-esteem or dislike of an individual
and the degree to which they believe they are worthy or
unworthy as their personalities [16]. Self-esteem is a sense of
self-evaluation [17]. Self-esteem is a sense of the value of
someone as an individual [18]. It can be derived from these
different opinions that self-esteem is the personal judgment of
a belief in self-esteem based on an examination of the overall
situation. Asymmetry of Information and Budgetary
SlackInformation asymmetry is a condition where the bottom
manager or agent has more information on the prospects and
conditions of the accountability unit compared to the top
manager or principal [19]. In the context of participatory
budgeting, the top manager gives the bottom manager the
authority to draw up a budget that is following the conditions
that occur at each responsibility center. In practice, this
budgetary participation is seen as an opportunity for lower
managers not to disclose all the information they have about
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the center of responsibility because they feel that superiors do
not know the actual conditions. This leads to the managers '
propensity to build budget slack in the budget they are going
to propose. The goal is to reach the budget objective easily so
that their success in the eyes of supervisors looks good.
Information asymmetry has a strong and significant impact on
budget slack, which means that the higher the degree of
information asymmetry, the greater the managers ' capacity to
slack their budget [20].
H1. Information asymmetry has implications for budgetary
slack.
Self-Esteem between Information Asymmetry Causality
with Budgetary Slack
Similarly, in terms of the effect of information asymmetry on
budgetary slackness in the sense of participatory budgeting,
high self-esteem budget managers are expected to be able to
minimize or even avoid budget slackness because they see
themselves as significant, desirable and influential in the
company [9]. With these feelings, self-confidence arises over
the work done because they believe that what is done will
succeed and create optimal results. Slack will not be created
because managers are confident that they can realize their
true budgetary needs. Someone with low self-esteem tends
not to be able to work as well as desired; he feels less able to
work and does not get satisfaction at work [21].
H2. Self-Esteem moderates the implications of Information
Asymmetry for Budgetary Slack

3 RESEARCH METHODS
This research is an experimental research that is the research
method used to find or find out the effect of specific treatments
on those observed under controlled conditions [22]. In this
study, researchers used laboratory experiments. Laboratory
experiments are experiments conducted separately from real
life or daily habits [23, 24].
Design
This study uses a sound experimental design with the simplest
design, using a basic experimental design with a control group
and a posthest control group (posttest control group design), a
concept that coincides with research into the effect of an
independent variable on the dependent variable [25]. This
study also uses a basic design of manipulation using
Completely Randomized Factorial Design or abbreviated as
CRF-pq [26], the proposed hypothesis, type and scale of
measurement, the data collected is processed and analyzed
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using a completely randomized within-subject design. Besides,
the hypothesis test used in this study is the Analysis Of
Covariance. Analysis of covariance (ANCOVA) is an analytical
technique that is useful to improve the precision of an
experiment because, in it, an adjustment is made to the effects
of other free variables that are not [24].
y_ij = µ+τ_i+βx_ij + ϵ_ij
(3.1)
Where:
I
= treatment of information asymmetry factors
J
= Self-Esteem factor treatment
y_ij =
the value of the response variable in the i-th
observation treatment to j
µ
= general average effect
τ_i = influence of treatment i
β
= linear regression coefficient
x_ij = covariate values in observations that correspond to y_ij
ϵ_ij = random error effect
Participant
Experimental subjects or participants in this experiment
according to predetermined criteria are financial managers in
the company or decision-makers, or educated strata 2.
Selection of company managers as experimental subjects or
participants are practitioners of real decision making in the real
world [27] after passing the randomization test it was
concluded that it had fulfilled the element of equality between
subjects and real-world actors [25] and abilities that could
provide realistic and academic evaluation of the exploitation of
experimental research design. The number of subjects or
participants in this experiment was 15 people. Where
previously the number of subjects in a simple experiment with
tight control the number of samples between 10-20 was
considered sufficient, this is generally accepted for research in
the field of behavior, so it is recommended that the number of
participants above 30 is better [28]. The design is that the
participant accepts all manipulations of the object to be
studied, meaning that each subject will receive repeated
measurements for the conditions of manipulation of the object
so that this design is also commonly referred to as repeatedmeasurement design or intrasubject design (within-subject)
[24].
Manipulation
The researcher manipulates information asymmetry into three
conditions asymmetric levels. The conditions are high
information asymmetry, Low asymmetry of information and
weak asymmetry of information. This thesis aims to examine
the impact of the asymmetry of information as an independent
variable on budgetary slack as the dependent variable with
self-esteem as a moderating variable. In this experiment,
participants act as financial managers in the company. As a
manager at a manufacturing company, participants are
responsible for planning a sales budget in which participants
are expected to draw up a sales budget for the next cycle by
looking at the financial statements presented.
Table 1. Experiments Design The impact on budgetary
differences of information asymmetry
Indicator
Information Asymmetry

Level
High
Asymmetry
Information
Medium
Asymmetry

Form of Information
Balance Sheet Report
Balance Sheet Report +
Income Statement
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Information
Low
Information
Asymmetry

Complete Financial Report

In the experiments, participants were grouped according to the
level of asymmetry of information, namely high asymmetry of
information, medium information asymmetry, and low
information asymmetry. In the asymmetry group of high
details, participants were asked to take a look at financial
reports that were only in the form of a balance sheet and then
were asked to make a sales budget for the next period. In the
moderate information asymmetry group, participants were
asked to look at financial statements consisting of balance
sheets and income statements and then asked to make a
sales budget for the next period. In the low information
asymmetry group, participants were asked to view the financial
statements that were presented in full and then were asked to
make a sales budget for the next period. Participants are then
asked to complete a questionnaire of self-esteem to see how
high or low they are in self-esteem. This is done to determine
the propensity of participants as low-level executives to slack
their budget.

Procedure
In this research process, several procedures were carried
out, including:
 The researcher selects and requests the supervisor's approval
in accordance with predetermined criteria,
 Researchers select and request the approval of prospective
participants in accordance with the criteria specified in this study
through an invitation letter either online or offline,
 Perform tests at fixed times and locations,
 Before the experiment begins, the supervisor gives an
explanation of the activities and technicalities of the simulation
to the participants, the participants' rights and obligations during
and after the simulation,
 Participants fill in demographic data,
 The supervisor then distributes the research questionnaire and
questionnaire to the participants,
 The experiment starts, then the participants will receive
manipulations according to the predetermined sequences
according to the randomization of the subject that has been
done. After accepting the object of manipulation, the participants
will be asked to fill in related objects of manipulation and then
the participants will decide how much the sales budget should
be,
 Completing the self-esteem questionnaire,
 The experiment ends, and participants are free to leave the
room,
 Researchers verify all documents verification results of
supervisors, and
 Researchers and supervisors both leave the room.

4 RESULTS AND DISCUSSION
The data are then obtained from the tests, using SPSS version
16, with the following results: Implications of Information
Asymmetry on Budgetary SlackANOVA results for withinsubject show the sum of square within-subject values for the
treatment variable is 116,033, and the mean square value is
116,033, which explains how much the total variability can be
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explained by the influence of experiments (three levels). There
is also an error value explaining the amount of variability that
experiments cannot explain. The sum of squares divided by
the degree of freedom produces the Mean Square value. The
value of the F ratio is obtained by dividing the mean square
effect of the experiment (116,033) with the mean square error
(1,248) so that the value of the F ratio (116,033 / 1,248) =
93,004 with a significance value of 0.0000. It can therefore be
inferred that the null hypothesis is rejected and H1 adopted,
implying that there is a significant difference in the importance
of budgetary slack i/ information asymmetry. This shows that
the asymmetry of information has positive consequences for a
higher budget slack.
Table 2 Tests of Within-Subjects Contrasts
Measure: MEASURE_1

Source

Treat

Type III
Sum of
Squares

Treat

Linear

116.033

Quadratic
Error (Treat)

Linear
Quadratic

Mean
Square

df

F

slackness in the face of information level asymmetry. The
results of this study are in line with De Faria [30] research
results, who, in his research, find that information asymmetry
is significant and causes budgetary slackness to increase
because information asymmetry is a contributing factor to
budgetary slackness.
Effect of Self-Esteem on Information Asymmetry
Relationship to Budgetary Slack
The second hypothesis was tested using ANCOVA. The
hypothesis was tested with ANCOVA to determine whether
there is a linear relationship between covariates and variables
of response and the influence of different treatments on
variables of response. The decision requirements are if the Sig
> 0.05, then H0 is approved, indicating that the difference in
the answer variable is not affected. If this is the Sig. < 0.05,
then rejection of H0, which means there is an effect of different
treatments on the response variable.

Sig.

1 116.033 93.004

.000

.544

1

.544

.324

17.467

14

1.248

7.289

14

.521

1.046
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Table 3 Lack of Fit Tests
Dependent Variable: Budgetary Slack
Sum of
Squares

Source

Resource: Output SPSS

The results of this study show that there are significant
differences in the degree of information asymmetry in the
nature of the budget slack. The existence of information
asymmetry raises a participatory budgeting policy where the
bottom manager is involved in preparing the budget and
influences in determining the final budget. Participatory
budgeting is done so that the bottom manager can provide the
information he has related to the unit of responsibility under
which the information is needed to create an optimal budget.
Even though budget participation aims to get information from
lower managers, however, sometimes lower managers often
utilize budget participation policies to make budgetary slacks,
so that budget targets are lower than their true performance
abilities. This is done for personal gain or other purposes by
the managers below. The utilization of information asymmetry
to perform budgetary slack shows the existence of differences
in objectives or interests between lower managers and top
managers. This is consistent with agency theory; wherein
agency theory states that the bottom manager and the top
manager have different interests. Top managers are oriented
towards improving company performance, whereas top
managers are more oriented towards incentives that can be
obtained. This is evident in the results of the study that the
incentives given by managers over will make managers down
to do budgetary slack when faced with conditions of
information asymmetry. Differences in goals between top
managers and bottom managers can cause lower managers
to present information to top managers [4]. The lower manager
presents the information to the top manager because the lower
manager provides information that is not true. It is intended
that the stipulated budget is easily achieved. In participatory
budgeting, the higher level of information asymmetry will be
used by lower managers to do budgetary slack. That's
because of the higher information asymmetry level, the higher
the likelihood that lower managers will have to slack their
budget because top managers don't know their performance
abilities. Information asymmetry influences budgetary slack
[29], work on the effect of ethics and credibility on budgetary

Mean
Square

df

Lack of Fit

9.020

17

.531

Pure Error

25.500

24

1.062

F

Sig.

.499

.928

The Lack of Fit test results produces an F value of 0.499 with
a probability of 0.928 whose value is not significant, which
means good fit occurs.
Table 4 Tests of Between-Subjects Effects
Dependent Variable: Budgetary Slack
Source

Type III Sum of
Squares

Corrected
Model

Mean
Square

df

a

3

118.591

Intercept

F

39.530

Sig.

46.950

.000

1.282

1

1.282

1.523

.224

116.578

2

58.289

69.230

.000

Self

2.013

1

2.013

2.391

.130

Error

34.520

41

.842

Total

1042.000

45

153.111

44

Asymmetric

Corrected
Total

a. R Squared = .775 (Adjusted R Squared = .758)

Furthermore, between-subject test results without interaction
between Information Asymmetry and Self-Esteem indicate that
the information Asymmetry variable has implications for
Budgetary Slack with an F value of 69,230 and a probability of
0,000 (far below 0.05). While the covariate variable, SelfEsteem, has no budgetary slack implications, the F result of
2,391 is shown with a probability of 0.130 (greater than 0.05).
Table 5 Tests of Between-Subjects Effects
Dependent Variable: Budgetary Slack
Source

Type III Sum of
Squares

Mean
Square

df

F

Sig.

119.167a

5

23.833

27.383

.000

Intercept

1.282

1

1.282

1.473

.232

Asymmetric

2.649

2

1.325

1.522

.231

Corrected Model
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Self

2.013

1

2.013

2.313

.136

.576

2

.288

.331

.720

Error

33.944

39

.870

Total

1042.000

45

153.111

44

Asymmetric * Self

Corrected Total

[3]

a. R Squared = .778 (Adjusted R Squared = .750)

The table above reveals that the relationship between
information asymmetry and self-esteem (Asymmetry * Self)
has a F count of 0.331 and a p-value of 0.720 where the value
is greater than 0.05, indicating that the value does not have
any significant effect on the budget slack. According to [31],
self-esteem is the self-confidence of the individual overall the
potential he has. This means that self-esteem is the extent to
which a person believes that he is a valuable individual and is
entitled to attain achievement. The level of self-esteem (selfesteem) will affect one's achievement and achievement in
carrying out their duties. A person with high self-esteem would
look for a job or role with a high status, have more faith in his
or her ability to achieve a higher level of performance and
enjoy a high degree of inner satisfaction from a job.
Conversely, someone who has low self-esteem may only be
satisfied at low-level jobs, and lack of confidence in one's
abilities [32]. With regard to the effect of information
asymmetry on budgetary slack in the sense of participatory
budgeting, it is assumed that budget managers with high selfesteem will be able to reduce or even prevent budget slack
because they see themselves as significant, competitive and
influential in the company. The results of this study, however,
indicate that Self-Esteem does not affect the relationship
between information asymmetry and budget slack.
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5 CONCLUSIONS
Based on the review of the above experimental results, two
points can be concluded: (1) Information asymmetry has
consequences for budgetary slackness, and (2) self-esteem
does not influence the relationship between information
asymmetry and budget slackness. This is demonstrated by the
relationship between asymmetry of knowledge and selfesteem (Asymmetry * Self), which has no significant effect on
budget slack. The results of this study have implications for
improving the duty to run a company or organization with
better governance in order to reduce information asymmetry
and managers ' capacity and experience to build confidence in
decision-making. This research model is limited to the use of
participants with specific criteria so that the results are closer
to the actual conditions; the next research should use more
varied participants and add other moderation variables such
as environmental uncertainty, organizational culture, locus of
control, and others. It is recommended to be careful in the
steps of experimental research in order to increase the degree
of accuracy of the results of the experiment itself, so it is
essential to make an experimental research design that can
strengthen the validation of the research results.
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