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ABSTRACT

The purpose of this study was to examine the simultaneous and partial
effects of budgeting participation and intemal contrel on good university
governance ai Bangka Belitung University and State Manufacturing
Polyvtechnic of Bangka Belitung Islands, Indonesia. Data collection used a
saturated sampling method of 485 consistmg of all employvees and lecturers
al the iwo colleges. Estimation models were built basad on previous research
studies and the Agency Theory. Data analysis technigues used multiple
regresslon analysis alnuavi:‘h testing classical assumptions using a Likert
scale on pramary data. The results of the study showed that budgetary
participation and internal control have a positive and significant effect on
good university governance both simultaneously and partially, where internal
control is the dominant variable influencing good university governance,
This illustrates the alignment of findings with the Agency Theory, The
implications for the future are that the Bangka Belitung University and
the State Manutactunng Polyvtechnic continue to pay atiention to internal
control to create a resonance of good umiversity govemance towards the
internationalization of hagher education. In this study only two variables
were used that affect good vniversity govemance, Other nfluences also
play a role in the improvement including audit committees, organizational
culture, and organizational communication climate that can be addressed
by future researchers.
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INTRODUCTION

Efforts to improve the quality of human resources in realizing full and
comprehensive development both in human development and development
resources related to ethics, aesthetics, and logic to become a potential are
demanded by one of them is a college presence. This condition is by the
breath of reforming is a demand to carmy out democratization in all fields
(Halil, 2017).

Contributions given by universities in each region depend on the
mnoavation of the region so that each region will give a varied contibution
(Jonkers, Tijssen, Karvounaraki, & Goenaga, 2018). Colleges can promote
their regional economic development and trust in the community to be
involved in regional development (Etzkowitz, 2003; Lendel, 2010; Lester,
2005). This has led to the role of tertiary institutions that is quite large which
15 to act as a role model and detemminant of other world developments,
especially economic development, In higher educationvarious ideas will
be studied, various theones will be tested, various technigues and methods
will be developed, and workers with vanous types of abilities will be trained
(Al, Ahmad, Ahmad, & Al 2009; Lin, 2004 ).

As one of the regions or province which is rich in tin as a natural
resource while having a high dependence on these tin commodities, wherein
2001-20014 the economic growth mte of the Bangka Belitung Islands
Province tended to decline and was sull below the Indonesian economic
growth rate (BPS, 2015). This situation makes universities especially
State Unrversibies n Bangka Belitung namely Bangka Belitung University
(LBB) and Staie Manufacturing Polyiechnic ( POLMAN) synergize with
the local government to build the Bangka Belitung Islands province by
improving the quality of PTN. To increase the quality of PTN, one of them
15 the application of Good University Govemance (GUG) by Government
Regulation No. 4 of 2014 concerning the organization and management
of umversities. The apphcation of GUG in UBB and POLMAN 15 not
yet in line with expectations because internal supervision and control are
ineffective and existing human resources are inadequate (Inspectorate of
Kemenristekdikta, 2016).
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Internal control is effective when the entity’s objectives are achieved,
the reliability of financial reporting, the security of state assets, and are in
compliance with laws and regulations in force (BPK RL 2015). Management
of terbiary institubions 15 inseparable from the budget because the budget isa
guideline or plan that 15 structured systematically m the form of numbers and
expressed i monetary units related 1o all company activities or organizations
for a certain period (Homgren et al., 20010; Shah, 2007),

The budget must be able to accommodate the 1nterests of each unit
within the company or organization; therefore, in the preparation of the
budget, there needs to be participating so that all interests are fulhilled,
Budgeting in higher education involves faculty, study programs, and
academics, but the reality of budgeting in higher education only involves
a few elements, so the budget 15 not on target. Budgeting 15 not well
targeted will cause dystunctional behavior and negative behavior between
organizations (Argyris, 1952; Kemis, 1979; Jermias & Yigit, 200 3; Dianthi
& Wirakusuma, 2017). UBB and POLMAN are New State Universities
(PTMB) whose budgeting 15 still pattemed with individual systems that do
not directly dismiss faculty; faculties only provide input so that the final
decision is decided through university leadership meetings,

Empirical research with the theme of GUG is still interesting to study
because good university govemance is an effort to improve the quality
of higher education (Nulhagim, Hervadi & Pancasilawan, 2016) and
rescarchers try to review budgetary participation and intemal control of
higher education govemnance or GUG. Related to budgeting has been camied
out since 1952 {Argyris, 1952) However, this research 1s still interesting
to do now because budgeting participation is generally recognized as a
managerial approach that 1s still relevant because it is believed o influence
the behavior and performance of employees involved in the budgeting
process (Kusuma, 2016; Lina, 2005). The demands and needs of the
globalization era to realize good governance and restore trust both locally,
nationally and intemationally, are required to take strategic steps with the
effectiveness of internal control (Nulhagim et al_, 2016}, This study refers
1o the research of Ebdon, Jiang and Franklin ( 2016) and Widanapuira and
Mimba {2014) that there is no significant mfluence or relationship between
budgetary participation and good governance mechanisms, Then the study
of Njanike et al. (2011), Simon, Mahfudnurnajamuddin, Mas'ud and Su"un
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(2016) and Gusnardi { 2009) found that intermal control influences corporate
governance. Based on the phenomenon found and the lack of consistency of
previous research, the researchers tried to re-researchers Good University
Governance; Participation in Budget Preparation and Imernal Control of the
Bangka Belitung State University, Indonesia. The ongmality of this study
15 that previous research was only partial, namely budgeting participation
and intermal contrel of GUG. in this study tryving to combine budgetary
participation and control of GUG. The focus of this study isto examine the
participation of budgetng arrmangements tor GLG i new state universiies.
This study also provides views on the participation of budgeting applied in
new state universities and the implementation of internal contml which 1s
cne of the assessments of the Republic of Indonesia Supreme Audit A gency
(BPK-RI) on the implementation of the GUG.

LITERATURE REVIEW

Agency Theory

Agency theory Jensen andMeckling (1976 ) isused asagrand theory that
states the agency relationship of a contract where one or more (principal)
hires another person (agent) o do sume services for their mtercsts by
delegating some authority to make agent decision. Principal {government )
gives regulatory authornty to the agent (college management) and provides
resources 1o the agent. As a manifestation of the agent’s responsibility o the
principal, the agent carnes out good governance. Good governance leads
to good management, good performance, finally achieving good resulis
n the management of universities (Carson, Ferguson & Simnett, 2006),
Agency theory can also help explain budgetary participation and intemal
contrel (Jensen & Meckhing, 1976} Furthermore, this theory can also
explore the relationship between budgeting participation, internal control of
GUG and contribute ideas related to concepiual limitations rather than the
principal agent. Then agency theory can control the existence of information
asymmetry that has an impact on the extent to which budgetary panticipation
m subordinates creates budgetary gaps in Chong and Strauss (2017),
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Good University Governance

."Lamrling to Shil (2008}, Prasinta (2013} and Siswanto and Aldridge
{200%), Corporate govermance 13 defined as the system by which corporation
is directed and controlled, The corporate governance structure specifies
the distribution of rights and responsibilities among different participants
incorporation, such as the board. the managers. stakeholders, and other
stakeholders and spells out of the rules and procedwes and for making
the decision en cerperate affairs, By doing this, it also provides the
stmcture through which the company objectives are set and the means of
attaming those objectives and monitoring performance.

Another opinion states that Corporate Governance (CG) s a process
that is inseparable from the company’s goals, and those objectives are
determined, measwured and pursued in the form of social context, regulations,
and commercial environment, For this reason, an effective CG mechanism
includes monitoring the actions. policies, and decisions of the company and
thear partners. Howewver, another way to improve CG s to align the mterests
of management and stakcholders (Organization for Economic Cooperation
and Development (OECD), (2004} Jamaludin and Hashim (20017). The
same thing with universities is insepamble from policy and rules so that
managerial interests are aligned with stakeholders so that we can look at
simple governance good university as the application of the hasic principles
of the concept of good povemance in systems and governance processes
in higher education institutions {Salmi, 2009). According to Hénard and
Mitterle (2010}); Zaman (2016) one of the rationales is the implementation
of good university governance will be able 1o protect institutions from
fraud or musmanagement by holders of autonomy rights and able to provide
suggestions for improvement. The principles of GUG are governance
structure, autonomy, accountability, leadership, wansparency ( Kohler, 2006;
Hénard & Mitterde, 2010; Burke, 2005; Pestoff & Hulgard, 2015; Martini,
Sari & Wardham, 2015).

Internal Control
According to Abbott Parker and Peters {201 2), Lingle and Schiemann

(19946 and Agusting and Riharjo (201 6) control is the process of motivating
and encouraging members of the organization to carmy out orgamzational
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activities and achieving organizational goale] Definition of internal control
issued by the International Organization of Supreme Audit Institutions
(2004) stated:Internal control is an integral ess that is effected by an
entity’s management and personnel and is designed to address risks and
to provide reasonable assurance that 1o pursuit of the entity’s mission, the
following general objectives are being achieved: a) executing orderly, ethical,
economical, efficient and effective operations; b} fulfilling accountability
obligations: ¢) complying with applicable laws and regulations; d)
safeguarding resources against loss, n:u.ec and damage. The internal control
concept issued by COS0), states that intemal control consists of policies
and procedures designed to provide management with reasonable centaimty
that the organization has achieved its goals and objectives. These policies
and procedures are often called controls, and collectively fa'n the entity's
mternal controls (Arens, Randal & Beasley, 2012), The components of
internal control consist of the control emvironment, risk assessment, control
activities, information &communicanon and monitonng (Arens etal, 2012).

Budgeting Participation

The budget has a mle as planning, and as a performance criterion,
namely, the budget 15 used as a control system to measure managerial
performance. The key to effective performance is when the objectives
of the budget arc achieved. In budgeting, it is inscparable from budget
participation involving managers in determining budget goals the
responstbility (Brownell, 1983; Chin-Chun & Feng-Yu, 2013). According
to Sundan, Hamid Habbe & Mediaty (2016}, Brownell and Mclnnes
(1986) and De Baerdemaeker and Bruggeman (2013) that participation in
budgeting 1s the breadth of managers involved in budget prepamation and
the magnitude of the influence of managers on organizational unit goals
which is their responsibility. Participation n budgeting 15 related to the
role and benefits of Chong and Chong (2002), Ardianti (2015) and Asak,
Yasa and Astuka (2016), among others; 1) the role of subordmates when
programs and activities are arranged, 2) the role of subordinates when the
budget for programs and activities prepared, 3) the existence of proposals
or opinions on the budget. 4) the magnitude of the influence reflected inthe
final budget, 5) the existence of roles can clarify the goals or ohjectives 1o
be achieved, &) there are commitments as part of the organization and 7)
existence influence on performance,
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RESEARCH DESIGN
7

The research method used in this study Eexplannmry research because
it is a study that explams causal relationships between variables {Cooper
& Schindler, 2014). The unit of analvsis of this study 15 PTN in Bangka
Belitung namely POLMAN and UBB. Respondents in this study were
lecturers and emplovees totaling 485 and conducted at the beginning of
2018, The data used were pnmary data with a Likent scale in the torm of
questionnaires and the samples used were census, all employees in UBB and
Polman were respondents. Data testing is done by validity and reliability
test and the analysis technigue used 1s multiple regression analysis. The
variables in this study consisted of independent variables namely budgeting
participation and internal control and the GUG dependent variable.

The variables in this study are based on theoretical and empirical
ones which will be developed into models and hyvpotheses. The relevant
research results i this study include: Gina, Adeghe and Kingsley (2014)
that the active role of mtemal aud:t 15 needed m the implementation of good
corpoarate governance, as well as research by Risma, Sri and Nurhayati
(2014) and Java, Mushm and Nuramaliah (2016), Njamke et al. (2011,
Simon et al. (2016) and Gusnardi, (2009) that internal control influences
good university govemance supported by research. Then the research of
Amilin (2016}, Ebdon, liang, & Franklin, (2016} and Widanapuira & Mimba
{2014) states that budgetary panticipation has not been able o encourage the
implementation of GUG. By theory and rescarch beforchand, the research
model can be drawn as tollows:

Budgeting Panici pation
(PPA)

Ciood Unasversity Gove mange
LEEY]

Internal Comtpel

{I'1)

Figure 1: Research Model

Based on the theory and previous studies the regression equation
model of this study is as follows:




Asir-FPaafe Maragement Ascoumning Journal Velime 14 [ssue |

A 1B i D 9 s U (T P (1)

This function will produce the GUG equation model as follows:
GUG=a+ B, FRITBPITE oviivniranrsninncnn s (2)

Where; GUG (Good University Governance), PPA {Budgeting
Participation}, PL { Intemal Control}, @ (constants), [} (Regression coefficient)
and & (Other factors that influence GUGH).

RESULTS AND DISCUSSION
Results

The guestionnaire distributed was 4835 respondents who spread it
via email, field surveys, and google form via the WhatsAppp link. The
returned questionnaire was only 396 because there were 89 respondents
who were incomplete and unwilling to fill, so that the data analyvzed were
396 respondents, descriptive UBB and Polman employees based on Table 1:

Table 1: Descriptive Analysis

Senlor
Ciwil | Nen-Chvll
Male |Female Eaivant | Sarvant EﬂTﬂ Diploma | Bachelor | Master | Doclor

234 162 o4 306 At &Y 2 215 10

89.1% | 408% | #f.3% 22,7 10.4% 1d.4% 16.2% 54 2% 4.8%

Source: proossssd detn, 2018

Table 1 explains that UBB and POLMAN employees are based on
male-dominant sex as many as 59.1 percents compared to women at 40.9
percent. For non-Civil Servants dominant employees, 77.3 percent and the
remaining 22.7 percent are Civil Servants. While the majority of the Master
education is 54.2 percent and the low academic level is the Undergraduate
program. However, the leaders of UBB and POLMAN continue to increase
human resources to a higher level and fight for the status of employees and
lecturers that are not yet clear because of the differences between non-civil

g
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servants and civil servants, making the performance of these universities
decline.

The results of the validity test show that the Spearman correlation
coeflicient tor each question item, both the budgeting participation variable,
internal control, and good university governance, vields asmaller value than
the Spearman correlation value and each item is valid so that it 1s worth
using to collect research data. The reliability test resulis using the Cronbach
alpha {a) technique, where an mmstrument can be said o be reliable if 1t has
Cronbach alpha greater than (0,60, Reliability test resulis indicate that each
imstrument used in this study has a Cronbach alpha value of 0.5814. This
indicates that the instrument used is a good reliability value.

Table 2: Mulitple Regression Analysis

Collinearity
Model Coofficiant t 8. e
Constant 10382 4 6497 0000
FEA {205 o 521 0.000 1.02F
Fi 0.617 13.867 0,000 1.027

CorrelationCoefficient (R} = 0.581
DetarminationCoefficient (R7) = 0.338
F= 100157 (Sig=0000)

SUUIGD: mocosssd data, 2014

Based on Table 2 ahove, the equations from this study are as follows:
GLGr= 15392 +D205PP4+ 0617 T+ e riaieiem i3}

The results of this study illustrate the correlation coeflicient of 0,581,
which mecans that the budget preparation and 1internal control have a close
relattonship with good university governance with a value of 0.38] or
58. 1%, This means that 58. | % of zood university governance vanables can
be explained by the variable budgeting participation and intermal control
while the remainmg 41.9% 15 explained by vanables or other factors not
L‘tu:iud in this research model. Simultaneously budget participation and
internal control have a positive and significant effect on good university
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governance. This is indicated by the ¥ value of 100,157 and compared
with F ., of 1.18] where the rule is that if F__ = F . will have an effect.

results of the t-test indicate that the vanable budgeting participation
and internal control also have a positive and sigmificant effect on the good
university govemnanee variable. This is indicated by the valueof1__ of4.521

and tof | 966 for the budgeting participation variable while the intemal
control variablet at 13.967 with the method ifthet | <t _ will affect.

DISCUSSION

The Effect of Budgeting Participation on Good University
Governance

The test results show there is a positive and significant influence
between budgeting participation on GUG in UBB and POLMAN PTN in
the Bangka Belitung [slands Province, Indonesia. This means that the higher
the budgetary participation, the effect of GUG in UBB and POLMAN PTN
will be realized. Budgeting participation is the involvement of managers
(hoth staff, lecurers and leaders) in an institution 0 camy oul activities
m achieving the targeis set i the budget. The involvement will stimulate
stafl, lecturers and leaders to be responsible for each task given so that the
GG resonance in higher education will be achieved through budgetary
participation which is expected toaccommodate all requests for budgets
trom the lower level to the top and consider aspirations from below.

The results of this study contradict the rescarch of Ebdon, Jiang,
and Franklin, (2016}, Widanaputra and Mimba (2014) and Amlin, 2016)
which found that there was no influence between budgetary participation
on good governance, while the findings from the results of this study that
there is an influence of budgeting participation on GUG, The causal factor
15 that UBB and POLMAN mbudgeting have mvolved staff and lecturers in
realizing GUG resonance (implementation) through budgetary participation
indirectly the GUG principle has been implemented such as transparency,
accouniability has been applied. Then between the government (principal )
and the management of gher education {agents) m budgeting participation
i5 authorzed to welcome the resonance of GUG, inother words, this research

10




Good Limiversty Gowemanoe

supports the agency theory presented by Jensen & Meckling (1976) and
ﬁnpuﬁcd by Carson’s opinion, Ferguson, and Simnett (2006).

4

The Effect of Internal Control on Good University Governance

The results of the tests show that there 15 a positive and significant
influence between internal control of GUG at PTN in UBB and POLMAN
n Kepulauan Province. Bangka Belmung, Indonesia. This means that the
better internal control, the more GLIG resonance can be realized in UBB
and POLMAN.

UBE and POLMAN as public education institutions in the Province
of Bangka Belitung Islands, encourage o maximize adequutanlf:mui
control due to the desire to do good organtzation management. Based on
the resulis of the study that the implementation of mternal contral will
both increase the resonance of GUG. Besides that, the aggregation of the
untfication of internal control and organtzational commitment as a picture
plaved by existing unit leaders and all of its staff has encouraged the design
and mmprovement of service delivery, especially in the manifestation of
tri dharma in UBB and POLMAN. The many obstacles faced in realizing
the effectiveness of this intermal control, but does not hinder the way of
GUG resonance in UBB and POLMAN. The findings of this study are in
accordance with agency theory Jensen & Meckling (1976), and support the
rescarch of Njanike etal, (2011), Smon etal. (2016) and Gusnardi, { 2009),
Gina, Adeghe and Kingsley (2014) Risma, Sri and Nurhayati, (2014) and
Jaya, Muslim and Nuramaliah, (201 6) found that mtemal control affects
corporate or organizational management,

CONCLUSIONS AND RECOMMENDATIONS

The conclusion that can be obtained in this study 5 that budgetary
participation and mternal control smultaneously influence the GUG m UBB
and POLMAN i the Bangka Belitung Islands, Indonesia. Fragmentary,
each varable, namely budgeting participation variable and internal control
variable has a positive and significant effect on GUG in UBB and POLMAN
in Bangka Belitung Islands, Indonesia. The dominant variable affecting
GUG in this study is internal control.

11
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Suggestions for this research are expected in future studies to develop
variables that influence GUG that are not examined such as organizational
culture, internal audit, organizational commitment and expanding the
object of research so that it can compare New State Univemsities (PTNB)
with established universities and analysis tools which are used such as
companng new and established universities and comparing universities
outside of Sumatra, Practically in particular UBB and POLMAN so that
the higher education leaders commit and synergize with their subordinates
o carry out the resonance of GUG in leading intemationalized universities.
There 18 support from the government, especially the Minisiry of Research,
Technolegy and Higher Education of the Republic of Indonesia, to always
pay attention to PTNB's special universities because of the transfer of status
frorm the private sector to the country whose the governance is not optimal.
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