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ARTICLE INFO ABSTRACT 
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Background: Managerial performance in local government organizations remains a 
persistent governance challenge, as formal administrative reforms and participatory 
budgeting mechanisms have demonstrated limited and inconsistent capacity to produce 
effective organizational outcomes. Existing literature has predominantly conceptualized 
budget participation and information asymmetry as isolated technical variables, leaving 
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the relational governance mechanisms connecting these constructs to managerial 
effectiveness substantially underexplored.  
Method: This study employs a quantitative explanatory design using cross-sectional 
survey data collected from 178 officials within Local Government Organizations 
(Organisasi Perangkat Daerah/OPD) in Bantul Regency, Indonesia. Data were analyzed 
using Partial Least Squares Structural Equation Modeling (PLS-SEM) via SmartPLS 4, 
with Leader–Member Exchange (LMX) positioned as a relational governance mediator.  
Results: Budget participation positively affects managerial performance (β = 0.210) and 
LMX quality (β = 0.675), while information asymmetry exerts significant negative 
effects on both managerial performance (β = −0.179) and LMX (β = −0.536). LMX 
strongly influences managerial performance (β = 0.650) and significantly mediates both 
relationships, confirming its role as a primary relational governance mechanism. 
Conclusion: Governance effectiveness in local government is fundamentally relational 
rather than procedural. The findings resonate with Islamic governance principles of 
shura, amanah, and adalah, suggesting that participatory, transparent, and trust-based 
governance practices are essential for sustained managerial effectiveness in public sector 
institutions. 

 
Received: 24/5/2026 Revised: 1/9/2026 Accepted: 1/16/2026 

 
How to cite this article: 
Hasibuan, R.R.A., Tarigan, A.A., Batubara, C., Nurhayati. (2026). Budget Participation and Managerial Performance in Local 
Government: Leader–Member Exchange as Relational Governance Mediator. Sharia Economic and Management Business Journal 
(SEMBJ), 7(1), 1-10. https://doi.org/10.62159/sembj.v7i1.1890 

 

INTRODUCTION 

The effectiveness of local government organizations has emerged as a critical concern in 
contemporary public sector governance, particularly in developing countries where decentralization reforms 
have transferred substantial administrative and fiscal responsibilities to subnational governments without 
correspondingly strengthening organizational capacity or relational governance dynamics. Indonesia's 
regional autonomy framework, institutionalized under Law No. 23 of 2014, has expanded the administrative 
discretion of local governments considerably; yet persistent managerial inefficiencies, fragmented 
coordination, and inconsistent service delivery continue to characterize a significant proportion of Local 
Government Organizations (Organisasi Perangkat Daerah/OPD) across Indonesian regencies (Cepiku et 
al., 2016; Grossi et al., 2019). These challenges indicate that formal governance mechanisms and 
administrative compliance, while necessary, remain insufficient conditions for achieving sustained 
organizational effectiveness in public sector institutions. 

Among the various governance mechanisms central to local government administration, participatory 
budgeting occupies a position of particular theoretical and practical significance. Budgeting in public 
organizations functions simultaneously as a financial planning instrument, a managerial coordination 
mechanism, and an accountability framework that structures the interaction among organizational actors 
across administrative hierarchies (Chenhall, 2003; Kren, 1992). Participatory budgeting, which involves 
organizational members in budget preparation and decision-making, is theoretically expected to enhance 
managerial effectiveness through improved information sharing, psychological ownership, and goal 
congruence. However, empirical evidence regarding the budget participation–managerial performance 
relationship has remained persistently inconsistent across three decades of behavioral accounting research, 
with some studies reporting positive associations and others revealing negligible or conditional effects 
(Chenhall, 2003; Oppong et al., 2023; Riyadh et al., 2023; Shields & Shields, 1998). This inconsistency 
suggests that participatory budgeting operates through mechanisms that extend well beyond formal 
administrative involvement. 

A dimension frequently overlooked in existing participatory budgeting literature concerns the 
organizational information environment within which budgeting processes operate. Information 
asymmetry the unequal distribution of strategic and operational information among organizational actors 



constitutes a structural condition with substantial implications for managerial effectiveness. In public 
organizations, hierarchical authority structures and bureaucratic complexity frequently produce fragmented 
information environments in which subordinate managers possess operational knowledge inaccessible to 
senior administrators, while leadership-level strategic information remains similarly opaque to frontline 
implementers (Eisenhardt, 1989). Agency theory explains that such information imbalances generate 
coordination inefficiencies, invite opportunistic behavior, and weaken organizational control processes 
(Jensen & Meckling, 1976). Yet the relational consequences of information asymmetry its effects on 
organizational trust, communication quality, and leader–subordinate interaction have received 
comparatively limited theoretical elaboration within public sector accounting research. 

This study addresses these gaps by introducing Leader–Member Exchange (LMX) as a relational 
governance mechanism that mediates the relationships among budget participation, information 
asymmetry, and managerial performance within local government organizations. LMX theory explains that 
organizational effectiveness is substantially shaped by the quality of reciprocal exchange relationships 
between leaders and subordinates, encompassing trust, communication openness, professional respect, and 
mutual support (Graen & Uhl-Bien, 1995; Hirvi et al., 2020). Rather than treating LMX as a conventional 
interpersonal leadership construct, this study positions it as a form of relational governance capability that 
enables participatory governance mechanisms to produce substantive, rather than symbolic, organizational 
outcomes. From this perspective, budget participation strengthens managerial performance not merely 
through formal procedural involvement, but by fostering the relational quality that enables effective 
organizational coordination and information integration. 

This relational governance argument holds particular resonance within the Islamic economics and 
management tradition. Islamic organizational ethics emphasizes shura (deliberative consultation) as a 
foundational governance principle that legitimizes participatory decision-making within organizational and 
political institutions (Beekun & Badawi, 1999). The principle of amanah (trustworthiness and 
accountability) similarly mandates that organizational actors fulfill their responsibilities with integrity and 
transparency, while adalah (justice) requires equitable access to information and organizational resources. 
Collectively, these principles suggest that governance effectiveness in Islamic organizational contexts is 
inherently relational and trust-based, aligning substantially with the theoretical framework advanced in this 
study. 

The study is conducted within OPDs in Bantul Regency, a regional government institution in 
Yogyakarta Province, Indonesia, which has demonstrated relatively strong governance accountability 
compared to peer regencies and therefore provides an informative institutional setting for examining how 
relational governance mechanisms shape managerial outcomes beyond formal compliance. The research 
makes three principal contributions. First, it shifts participatory budgeting research from a procedural-
administrative explanation toward a relational governance explanation of managerial effectiveness. Second, 
it advances the theoretical treatment of LMX within public sector governance literature by 
reconceptualizing it as an organizational relational capability rather than solely an interpersonal leadership 
phenomenon. Third, it connects empirical findings regarding governance dynamics in Indonesian local 
governments to Islamic organizational principles, contributing to the Islamic economics and management 
literature on governance, accountability, and organizational performance. 

LITERATURE REVIEW 

Relational Governance as a Theoretical Framework 

Contemporary public sector governance scholarship has progressively shifted its explanatory focus 
from formal institutional structures toward relational coordination processes as the primary determinants 
of organizational effectiveness. Relational governance theory argues that organizational outcomes emerge 
not merely from the design of formal administrative rules and procedures, but from the quality of social 
interaction, trust, communication, and collaborative exchange among organizational actors (Cepiku et al., 
2016; Grossi et al., 2019). This perspective is particularly relevant in public organizations, where complex 
accountability obligations, interdepartmental coordination demands, and political pressures require 
governance mechanisms capable of facilitating sustained relational coordination rather than merely 
procedural compliance. 



Within local government organizations, budgeting constitutes an inherently relational process because 
it involves negotiation, information exchange, priority-setting, and collective interpretation of 
organizational objectives among actors distributed across administrative hierarchies. Traditional principal–
agent frameworks conceptualize this process primarily in contractual and informational terms, emphasizing 
monitoring costs, incentive alignment, and information disclosure (Eisenhardt, 1989; Jensen & Meckling, 
1976). While these perspectives illuminate important coordination problems, they remain analytically 
limited in explaining how organizational actors construct effective governance through ongoing relational 
interaction. Relational governance theory fills this gap by highlighting trust, communication quality, and 
collaborative interaction as constitutive elements of organizational effectiveness rather than merely 
background conditions (Cirella & Murphy, 2022; Grossi et al., 2019). 

Social exchange theory provides a complementary micro-level explanation for relational governance 
dynamics by arguing that sustained cooperation among organizational actors emerges from reciprocal 
exchange relationships characterized by trust, mutual obligation, and perceived fairness (Cropanzano & 
Mitchell, 2005). Within this theoretical tradition, Leader–Member Exchange (LMX) theory offers a specific 
relational governance mechanism through which social exchange dynamics shape organizational outcomes. 
LMX theory posits that the quality of dyadic exchange relationships between leaders and subordinates-
encompassing trust, affect, loyalty, and professional respect-significantly moderates organizational 
processes, including communication effectiveness, goal alignment, and managerial performance (Dienesch 
& Liden, 1986; Graen & Uhl-Bien, 1995). Integrating relational governance theory with LMX and social 
exchange perspectives thus provides a theoretically coherent framework for examining how participatory 
budgeting and information conditions shape managerial effectiveness in local government organizations. 

In the Islamic governance tradition, the theoretical foundations of relational governance find parallel 
expression in core Quranic and prophetic principles. The concept of shura institutionalizes participatory 
deliberation as a governance norm, recognizing that organizational decisions achieved through collective 
consultation carry greater legitimacy and implementation effectiveness (Ali & Weir, 2005; Beekun & 
Badawi, 1999). The principle of amanah establishes trustworthiness and accountability as non-negotiable 
organizational obligations, while musawah (equality) and adalah (justice) require that information, resources, 
and decision-making opportunities be distributed equitably among organizational stakeholders. These 
principles collectively constitute an Islamic relational governance ethic that strongly aligns with the 
empirical framework examined in this study. 

Budget Participation and Managerial Performance 

Budget participation refers to the degree to which organizational members are genuinely involved in 
budget formulation, deliberation, and decision-making processes (Kren, 1992). Within public sector 
accounting literature, participatory budgeting is expected to enhance managerial performance through 
several theoretically distinct mechanisms. First, participation improves information quality because 
subordinate managers possess operational knowledge unavailable to senior administrators, and 
participatory processes create structured opportunities for this information to be incorporated into budget 
decisions (Alhasnawi et al., 2024; Chenhall, 2003). Second, participation strengthens psychological 
ownership and organizational commitment because organizational members who contribute to goal-setting 
demonstrate greater motivation toward goal achievement (Azila-Gbettor et al., 2024; Shields & Shields, 
1998). Third, participation facilitates organizational coordination by establishing shared understanding of 
resource constraints, operational priorities, and performance expectations across administrative units. 

However, recent empirical studies have demonstrated that the budget participation–performance 
relationship is neither automatic nor universal. Saraf et al. (2022) argue that participation produces 
performance benefits primarily when organizational environments support open communication and 
meaningful decision-making influence rather than merely formal procedural involvement. Conversely, in 
bureaucratically rigid organizations where participatory mechanisms serve compliance rather than 
coordination purposes, budget participation may fail to generate substantive managerial improvements. 
Nevertheless, within organizational settings where participatory processes genuinely facilitate information 
exchange and collaborative coordination, the relationship between budget participation and managerial 
performance is theoretically well-supported. 

H1: Budget participation positively affects managerial performance in local governments. 



Budget Participation and Leader–Member Exchange 

The participatory budgeting process inherently involves intensive communicative interaction between 
organizational leaders and subordinate managers. During budgeting discussions, organizational actors 
engage in information sharing, negotiation, joint problem-solving, and collaborative priority-setting. These 
interactions constitute a relational governance process through which the quality of leader–subordinate 
relationships is constructed and reinforced. LMX theory argues that high-quality exchange relationships 
develop through reciprocal interaction processes characterized by demonstrated trust, open 
communication, and mutual recognition (Graen & Uhl-Bien, 1995). Participatory budgeting provides 
precisely this type of structured relational interaction because involving subordinates in budget decisions 
signals leadership recognition of their operational competence and organizational value. 

Recent research on participatory governance supports this argument by demonstrating that inclusive 
decision-making processes strengthen organizational trust and communication effectiveness (Grossi et al., 
2019). From a relational governance perspective, budget participation functions as a relational process 
through which organizational coordination capabilities and trust structures are actively constructed rather 
than merely assumed. Consequently, higher levels of genuine budget participation are expected to foster 
stronger LMX quality within local government organizations. 

H2: Budget participation positively affects leader–member exchange in local governments. 

2.4 Information Asymmetry and Managerial Performance 

Information asymmetry occurs when organizational actors possess systematically unequal access to 
strategically relevant information, creating structural conditions that impede effective coordination and 
accountability. Agency theory characterizes information asymmetry as a fundamental governance problem 
because principals-typically organizational leaders or higher-level administrators-cannot fully observe or 
evaluate the actions and informational environments of agents, creating opportunities for moral hazard, 
adverse selection, and strategic manipulation (Eisenhardt, 1989; Jensen & Meckling, 1976). In public 
organizations, information asymmetry acquires additional complexity because multiple accountability 
principals-including legislative bodies, oversight agencies, and citizens-create layered monitoring demands 
on organizational agents operating across fragmented administrative structures. 

Within local governments specifically, high levels of information asymmetry weaken managerial 
performance by reducing decision-making quality, limiting supervisory effectiveness, and creating 
coordination gaps between administrative units responsible for complementary service functions. Alam & 
Alam (2020) demonstrate that information imbalance between budget preparers and approvers in public 
organizations creates conditions for budgetary slack and resource misallocation, both of which reduce 
organizational efficiency and managerial effectiveness. More recent scholarship by Höglund et al. (2018) 
further confirms that information transparency in public sector organizations is strongly associated with 
performance management effectiveness, suggesting that reducing information asymmetry constitutes a 
governance reform priority with direct managerial performance implications. 

H3: Information asymmetry negatively affects managerial performance in local governments. 

2.5 Information Asymmetry and Leader–Member Exchange 

The quality of leader–member relational exchange depends critically on the conditions of 
communication transparency and mutual trust that characterize organizational interaction. Information 
asymmetry undermines both conditions by creating structural barriers to open communication and by 
generating organizational suspicion regarding the motives underlying selective information disclosure 
(Gerstner & Day, 1997; Suwanda & Suwanda, 2026). When subordinates perceive that leaders strategically 
withhold organizational information, or when leaders recognize that subordinates manipulate informational 
access to protect operational discretion, the reciprocal trust foundational to high-quality LMX relationships 
erodes substantially. 

This argument finds theoretical support in both LMX theory and social exchange perspectives. Graen 
& Uhl-Bien (1995) emphasize that LMX development requires sustained patterns of open communication 
and demonstrated trustworthiness between organizational parties. Information asymmetry disrupts this 
developmental process by introducing informational opacity that signals distrust and undermines reciprocal 
exchange obligations. Within Indonesian public sector organizations, where hierarchical authority norms 



already constrain upward information flows, high information asymmetry may create particularly severe 
relational barriers that damage governance effectiveness (Anggara, 2025; Cepiku et al., 2016). 

H4: Information asymmetry negatively affects leader–member exchange in local governments. 

2.6 Leader–Member Exchange and Managerial Performance 

LMX theory posits that the quality of reciprocal exchange relationships between organizational leaders 
and members constitutes a primary determinant of individual and organizational effectiveness (Alo & 
Arslan, 2022; Graen & Uhl-Bien, 1995). High-quality LMX relationships-characterized by mutual trust, 
open communication, professional loyalty, and reciprocal support-enable organizational actors to 
coordinate responsibilities more effectively, communicate problems more openly, and collaborate more 
productively toward organizational objectives. Within public sector organizations, where administrative 
complexity and accountability obligations demand sustained coordination across multiple organizational 
functions, relational governance quality becomes particularly consequential for managerial effectiveness. 

Recent empirical studies in public administration confirm that LMX quality positively influences 
organizational performance outcomes including employee commitment, role clarity, and managerial 
effectiveness (Tasdemir et al., 2025; Zada et al., 2023). From a relational governance perspective, LMX 
represents an organizational capability that transforms formal governance mechanisms from symbolic 
procedural requirements into substantively effective coordination instruments. Without sufficient relational 
quality, formal budgeting participation and administrative accountability structures may remain procedurally 
operational while generating minimal organizational coordination value. 

H5: Leader–Member Exchange positively affects managerial performance in local governments. 

2.7 The Mediating Role of Leader–Member Exchange  

The present study argues that budget participation and information asymmetry do not influence 
managerial performance exclusively through direct administrative channels. Instead, their governance 
effects are substantially mediated through the quality of relational exchange embedded within organizational 
interaction processes. Participatory budgeting creates structured opportunities for communicative 
interaction between leaders and subordinates, fostering LMX quality through demonstrated trust and 
reciprocal engagement, which subsequently strengthens organizational coordination and managerial 
effectiveness. Conversely, information asymmetry undermines LMX quality by eroding communication 
transparency and organizational trust, thereby weakening the relational governance foundation on which 
effective managerial coordination depends. 

This mediation argument positions LMX as an explanatory relational mechanism that accounts for 
the organizational processes connecting formal governance inputs-participatory procedures and 
information conditions-to managerial outcomes. By conceptualizing LMX as a mediating relational 
governance capability, this study addresses an important explanatory gap in participatory budgeting research 
and advances a more theoretically complete account of how governance dynamics shape organizational 
effectiveness in local government institutions. 

H6: LMX mediates the relationship between budget participation and managerial performance in local governments. 

H7: LMX mediates the relationship between information asymmetry and managerial performance in local governments. 

METHOD 

Research Design 

This study employs a quantitative explanatory design to examine causal relationships among budget 
participation, information asymmetry, LMX, and managerial performance within local government 
organizations. The explanatory approach is appropriate because the research objectives involve testing 
theoretically derived hypotheses concerning the directional effects of organizational governance constructs 
within a complex public institutional environment. A cross-sectional survey design is adopted, with data 
collected at a single time point from organizational officials directly engaged in budgeting and managerial 
coordination processes within OPDs in Bantul Regency, Yogyakarta Province, Indonesia. Bantul Regency 
is selected because it has demonstrated relatively strong governance accountability performance among 



Yogyakarta Province regencies, providing an institutional context in which the effects of relational 
governance mechanisms can be meaningfully examined against a baseline of administrative functionality. 

Population, Sample, and Sampling Procedure 

The study population comprises officials within OPDs in Bantul Regency who possess direct 
involvement in budgeting processes, financial administration, and managerial coordination activities. Target 
respondents include Heads of OPDs (Kepala OPD), Heads of Financial or Planning Subdivisions (Kepala 
Subbagian Keuangan/Perencanaan), and financial or managerial staff engaged in budget preparation, 
implementation, and reporting activities. Purposive sampling is employed to ensure that respondents 
possess substantive organizational experience and direct engagement with the governance processes 
examined in this study. Purposive sampling is widely adopted in public sector governance and behavioral 
accounting research when specific organizational roles are required to provide valid perceptual assessments 
of governance quality, leadership interaction, and managerial effectiveness (Hair et al., 2017). Sampling 
criteria include direct involvement in budgeting or financial administration, familiarity with organizational 
governance processes, and a minimum of one year of organizational experience. A total of 178 valid 
questionnaires were returned and used for analysis. 

Variable Measurement 

All constructs are measured using reflective multi-item scales on a five-point Likert response format 
(1 = strongly disagree; 5 = strongly agree). Budget participation is measured through five indicators 
capturing involvement in budget preparation, opportunity to express operational perspectives, influence 
over budget decisions, and participation intensity during budgetary discussions, adapted from Kren (1992). 
Information asymmetry is operationalized through five indicators reflecting information ownership 
differentials, limited information accessibility, selective information disclosure, and informational imbalance 
during decision-making, adapted from Eisenhardt (1989). Leader–Member Exchange (LMX) is measured 
using six indicators capturing mutual trust, communication quality, professional respect, reciprocal support, 
collaborative interaction, and relational loyalty between leaders and subordinates, adapted from Graen and 
Uhl-Bien (1995) and Liden and Maslyn (1998). Managerial performance is operationalized through seven 
indicators reflecting planning effectiveness, coordination capability, supervisory effectiveness, evaluation 
activities, problem-solving capacity, staff development, and achievement of organizational objectives, 
adapted from Yang and Holzer (2006). 

Common Method Bias Mitigation 

Given the cross-sectional self-report design, this study implements several procedural remedies to 
minimize common method variance, as recommended by Podsakoff et al. (2003). These include 
guaranteeing respondent anonymity and confidentiality, randomizing questionnaire item sequence, 
separating predictor and criterion variable items within the questionnaire structure, providing explicit 
instructions differentiating the nature of each construct, and conducting pilot testing with fifteen 
respondents prior to large-scale data collection. Harman's single-factor test is subsequently applied as a 
post-hoc diagnostic check, with results indicating that no single factor accounts for a majority of the total 
variance in the data, suggesting that common method bias does not substantially threaten the validity of the 
findings. 

Data Analysis 

Partial Least Squares Structural Equation Modeling (PLS-SEM) using SmartPLS 4 is adopted as the 
primary analytical technique. PLS-SEM is particularly well-suited for this study because it accommodates 
complex mediation structures involving multiple latent constructs, performs robustly with moderately sized 
samples, and is appropriate for predictive and exploratory governance research rather than strictly 
confirmatory structural analysis (Hair et al., 2017). The analysis proceeds in two stages: measurement model 
evaluation followed by structural model evaluation. Measurement model assessment examines outer 
loadings (threshold > 0.70), Average Variance Extracted (AVE > 0.50), Composite Reliability (CR > 0.70), 
Cronbach's Alpha (α > 0.70), and discriminant validity via the Heterotrait–Monotrait Ratio (HTMT < 0.90). 
Structural model evaluation examines coefficients of determination (R²), effect sizes (f²), predictive 
relevance (Q²), and direct and indirect hypothesis testing via bootstrapping with 5,000 resample iterations. 



RESULTS AND DISCUSSION 

Respondent Profile 

The sample of 178 respondents comprised 60.7% male and 39.3% female officials. The majority 
(43.3%) fell within the 36–45 age range, with 33.1% above 45 years of age. Educational attainment was 
predominantly at the bachelor's degree level (64%), followed by master's degree holders (30.9%). Positional 
distribution included Heads of OPD or Senior Managers (24.7%), Heads of Financial or Planning 
Subdivisions (29.8%), and financial or managerial staff (45.5%). A substantial majority (62.9%) reported 6–
10 years of organizational experience, indicating that respondents possessed sufficient institutional 
familiarity to provide reliable perceptual assessments of the governance and managerial processes under 
investigation. These characteristics are broadly consistent with respondent profiles in comparable 
Indonesian local government studies and suggest an adequately experienced and organizationally embedded 
sample (see Table 1). 

Measurement Model Evaluation 

All constructs satisfy the recommended psychometric thresholds for PLS-SEM analysis (Shmueli et 
al., 2019). Outer loadings for all indicators exceed 0.70, ranging from 0.935 to 0.959, confirming satisfactory 
indicator reliability. AVE values for all constructs exceed 0.50 (ranging from 0.891 to 0.900), confirming 
adequate convergent validity. Composite Reliability values range from 0.970 to 0.981, and Cronbach's Alpha 
values from 0.969 to 0.981, both substantially exceeding the 0.70 threshold and indicating strong internal 
consistency across all measurement instruments. Discriminant validity assessed via the HTMT ratio reveals 
that all inter-construct HTMT values remain below the 0.90 threshold, confirming that each latent variable 
is empirically distinguishable from others in the model (see Tables 2 and 3). These results collectively 
indicate that the measurement model possesses strong psychometric integrity and supports valid structural 
model estimation. 

Table 1. Respondent Profile 

Characteristic Category Frequency Percentage (%) 

Gender Male 108 60.7 
 Female 70 39.3 
Age 26–35 years 42 23.6 
 36–45 years 77 43.3 
 >45 years 59 33.1 
Education Diploma 9 5.1 
 Bachelor's Degree 114 64 
 Master's Degree 55 30.9 
Position Head of OPD/Senior Manager 44 24.7 
 Head of Financial/Planning Subdivision 53 29.8 
 Financial/Managerial Staff 81 45.5 
Working Experience 1–5 years 46 25.8 
 6–10 years 112 62.9 
 >10 years 20 11.3 

Table 2. Measurement Model Evaluation 

Construct Indicator 
Outer 
Loading 

Cronbach's 
Alpha 

CR AVE 

Budget Participation (BP) BP1 0.943 0.969 0.97 0.891 
 BP2 0.946    
 BP3 0.943    
 BP4 0.949    
 BP5 0.939    

Information Asymmetry (IA) IA1 0.952 0.972 0.973 0.899 
 IA2 0.947    
 IA3 0.947    
 IA4 0.946    
 IA5 0.949    

Leader–Member Exchange (LMX) LMX1 0.946 0.978 0.978 0.900 
 LMX2 0.958    



 LMX3 0.943    
 LMX4 0.942    
 LMX5 0.955    
 LMX6 0.947    

Managerial Performance (MP) MP1 0.948 0.981 0.981 0.897 
 MP2 0.953    
 MP3 0.946    
 MP4 0.951    
 MP5 0.935    
 MP6 0.940    
 MP7 0.959    

Table 3. Discriminant Validity (HTMT Ratio) 

Construct BP IA LMX MP 

Budget Participation (BP) -    

Information Asymmetry (IA) 0.028 -   

Leader–Member Exchange (LMX) 0.695 0.551 -  

Managerial Performance (MP) 0.667 0.541 0.807 - 

 

Structural Model Evaluation 

The structural model demonstrates strong explanatory and predictive capability. Budget participation 
and information asymmetry collectively explain 74.6% of the variance in LMX (R² = 0.746), indicating that 
the information environment and participatory governance conditions substantially shape relational 
governance quality within local government organizations. The combined predictors explain 81.0% of the 
variance in managerial performance (R² = 0.810), demonstrating that the relational governance framework 
advanced in this study possesses substantial explanatory power. Predictive relevance values (Q²) exceed 
zero for both endogenous constructs (Q² LMX = 0.739; Q² MP = 0.695), confirming that the model 
maintains satisfactory out-of-sample predictive relevance. Effect size analysis reveals that LMX exerts a 
large effect on managerial performance (f² = 0.565), while budget participation and information asymmetry 
each demonstrate small-to-medium effects on managerial performance in direct path assessments. These 
results are summarized in Tables 4 and 5. 

Table 4. Coefficient of Determination (R²) and Predictive Relevance (Q²) 

Construct R² Q²predict 

Leader–Member Exchange (LMX) 0.746 0.739 
Managerial Performance (MP) 0.810 0.695 

Table 5. Effect Size (f²) 

Path LMX MP 

Budget Participation (BP) 1.795 0.083 
Information Asymmetry (IA) 1.131 0.079 
Leader–Member Exchange (LMX)   0.565 

Hypothesis Testing 

Bootstrapping results (5,000 iterations) confirm statistical support for all seven hypotheses (see Table 
6). The structural path results are discussed in the following section in relation to the theoretical framework, 
prior empirical evidence, and Islamic governance implications. 

Table 6. Hypothesis Testing Results 

Hypothesis Path β Mean SD t-statistic p-value Decision 

H1 BP → MP  0.210 0.212 0.050 4.208 0.000 Supported 

H2 BP → LMX 0.675 0.676 0.042 16.210 0.000 Supported 

H3 IA → MP −0.179 −0.181 0.049 3.640 0.000 Supported 

H4 IA → LMX −0.536 −0.537 0.042 12.620 0.000 Supported 

H5 LMX → MP 0.65 0.647 0.058 11.270 0.000 Supported 

H6 BP → LMX → MP  0.439 0.437 0.042 10.392 0.000 Supported 

H7 IA → LMX → MP  −0.349 −0.348 0.044 7.971 0.000 Supported 



Note. BP = Budget Participation; IA = Information Asymmetry; LMX = Leader–Member Exchange; MP = Managerial 
Performance. 

Discussion 

Budget Participation as Relational Governance and its Islamic Governance Resonance 

The confirmation of H1 (β = 0.210, p < 0.001) demonstrates that budget participation positively and 
significantly influences managerial performance within OPDs in Bantul Regency. This finding aligns with 
behavioral accounting theory suggesting that participatory involvement in goal-setting processes 
strengthens managerial information quality, psychological ownership, and coordination effectiveness 
(Chenhall, 2003; Kren, 1992). However, the comparatively modest direct effect coefficient contrasted 
against the substantially larger indirect effect mediated through LMX (β = 0.439, p < 0.001) reveals that 
the governance value of budget participation operates primarily through the relational processes it catalyzes 
rather than through formal procedural involvement alone. This observation contributes a theoretically 
important qualification to participatory budgeting literature: participation is organizationally effective to the 
extent that it generates genuine relational interaction and strengthens governance coordination rather than 
merely satisfying administrative procedural requirements. 

The strong positive relationship between budget participation and LMX quality (H2: β = 0.675, p < 
0.001) provides direct empirical support for the argument that participatory budgeting constitutes a 
relational governance process. Consistent with LMX theory (Graen & Uhl-Bien, 1995) and recent relational 
governance scholarship (Grossi et al., 2019), participatory interaction during budgeting processes creates 
structured opportunities for trust formation, mutual recognition, and communicative engagement between 
leaders and subordinates conditions that are precisely constitutive of high-quality exchange relationships. 
This finding resonates powerfully with the Islamic governance principle of shura, which institutionalizes 
participatory deliberation as a mechanism for building organizational legitimacy, collective commitment, 
and governance trust (Ali & Weir, 2005; Beekun & Badawi, 1999). In Islamic organizational ethics, 
consultation is not merely an administrative procedure but a relational obligation that honors the 
knowledge, judgment, and dignity of organizational participants an understanding that closely parallels the 
relational governance interpretation advanced in this study. 

The mediation finding for H6 further confirms that the organizational effectiveness of participatory 
budgeting is substantially explained by the LMX quality it generates. This result addresses a persistent 
explanatory gap in behavioral accounting literature regarding why participation produces inconsistent 
performance effects across organizational contexts (Shields & Shields, 1998): participation enhances 
performance when, and because, it strengthens the relational governance quality enabling effective 
organizational coordination. 

Information Asymmetry as a Relational and Informational Governance Problem 

The negative direct effects of information asymmetry on both managerial performance (H3: β = 
−0.179, p < 0.001) and LMX quality (H4: β = −0.536, p < 0.001) confirm that informational fragmentation 
constitutes a dual governance problem simultaneously undermining decision-making quality and eroding 
the relational trust foundations of effective organizational coordination. The comparatively stronger effect 
of information asymmetry on LMX than on managerial performance directly (note the substantially larger 
absolute coefficient for the LMX path) suggests that information asymmetry's most consequential 
governance damage operates through the relational channel a finding that organizational and public sector 
accounting research has not previously examined with systematic empirical rigor. 



 
Figure 1. Hypothesis Testing Results 

These results extend agency theory (Eisenhardt, 1989; Jensen & Meckling, 1976) by demonstrating 
that information asymmetry in public organizations is not only a principal-agent monitoring problem but 
also a relational governance problem that disrupts organizational coordination by undermining 
communication transparency and trust. In Indonesian local governments, where hierarchical bureaucratic 
norms, political pressures, and administrative fragmentation frequently produce selective information 
disclosure, this relational damage is organizationally consequential and may explain persistent coordination 
failures observed despite formal governance reform efforts (Cepiku et al., 2016). 

The Islamic governance perspective adds normative depth to these findings. The principle of adalah 
(justice) in Islamic organizational ethics demands equitable access to information among organizational 
participants because informational inequity constitutes a form of organizational injustice that corrupts 
governance accountability (Ali & Weir, 2005). Similarly, amanah (trustworthiness) obligates leaders and 
subordinates alike to maintain honesty and transparency in information sharing, recognizing that selective 
disclosure violates the sacred trust embedded in organizational roles and responsibilities. These Islamic 
principles suggest that information asymmetry is not merely a technical governance inefficiency but an 
ethical failure with direct implications for organizational trust, relational quality, and managerial 
effectiveness. 

The mediation of the information asymmetry–performance relationship through LMX (H7: β = 
−0.349, p < 0.001) demonstrates that the governance damage caused by information asymmetry is 
substantially transmitted through relational quality deterioration. Organizations facing high information 
asymmetry thus experience compounded governance disadvantage: weakened decision-making quality and 
simultaneously eroded relational coordination capacity. This finding underscores the governance priority 
of addressing information transparency not merely as an accountability compliance requirement but as a 
relational governance intervention. 

LMX as Relational Governance Capability in Public Organizations 

The strong direct effect of LMX on managerial performance (H5: β = 0.650, p < 0.001) and the large 
associated effect size (f² = 0.565) collectively establish that relational governance quality constitutes the 
most organizationally consequential determinant of managerial effectiveness within the present model. This 
finding confirms and extends the LMX literature's central argument (Graen & Uhl-Bien, 1995; Liden & 
Maslyn, 1998; Sedighi et al., 2022) by demonstrating its relevance within Indonesian public sector 
governance contexts characterized by bureaucratic hierarchy and administrative complexity. More 
theoretically significant, however, is the reconceptualization of LMX as a relational governance capability 
that this study advances a conceptual reframing that positions LMX not merely as an interpersonal 



leadership outcome but as an organizational resource through which formal governance mechanisms 
acquire substantive coordination value. 

This reconceptualization addresses an important theoretical limitation in public sector governance 
scholarship that has predominantly evaluated governance effectiveness through formal institutional 
mechanisms legal frameworks, administrative procedures, accountability systems while undertheorizing the 
relational processes through which such mechanisms either achieve or fail their organizational purposes 
(Grossi et al., 2019). The present findings demonstrate that formal governance inputs, including 
participatory budgeting, translate into effective managerial outcomes primarily through the relational 
governance quality they generate and sustain. Governance effectiveness in local government is therefore 
relational and emergent rather than structurally determined. 

The practical and normative implications of this finding are substantial. For Indonesian local 
governments pursuing governance improvement, investments in communication transparency, leadership 
development, collaborative governance capacity, and organizational trust-building are not merely cultural 
amenities but governance effectiveness requirements with demonstrable managerial performance 
implications. From an Islamic management perspective, the centrality of relational quality in governance 
effectiveness reflects the Quranic emphasis on ukhuwwah (organizational brotherhood and solidarity), 
ta'awun (mutual cooperation), and ihsan (excellence in interpersonal conduct), which collectively establish 
relational ethics as foundational to organizational effectiveness in Islamic governance contexts (Ali & Weir, 
2005; Beekun & Badawi, 1999). 

CONCLUSION 

This study examines the relational governance dynamics underlying managerial performance within 
Local Government Organizations in Bantul Regency, Indonesia, by investigating the roles of budget 
participation, information asymmetry, and Leader-Member Exchange through a theoretically integrated 
framework. The findings consistently demonstrate that governance effectiveness within local government 
institutions is fundamentally relational in character: budget participation enhances managerial performance 
primarily through the relational governance quality measured as LMX that participatory interaction 
generates, while information asymmetry weakens managerial effectiveness largely through its corrosive 
effects on organizational trust and communication quality. LMX emerges as the most consequential 
governance determinant in the model, functioning as a relational governance capability that enables formal 
administrative mechanisms to produce substantive organizational coordination outcomes rather than 
remaining procedurally symbolic. 

Three principal contributions emerge from this study. Theoretically, it advances participatory 
budgeting research beyond procedural-administrative explanations by demonstrating that participation 
operates as a relational governance process whose effectiveness is determined by the quality of 
organizational interaction it generates. Conceptually, it repositions LMX from an interpersonal leadership 
construct toward a relational governance capability within public sector organizational analysis. 
Contextually, it connects empirical governance findings within Indonesian local government to Islamic 
organizational principles particularly shura, amanah, and adalah demonstrating that effective participatory 
and trust-based governance aligns with both institutional theory and Islamic organizational ethics. 

Several limitations warrant acknowledgment. The cross-sectional design precludes causal inference 
regarding the temporal dynamics through which relational governance capabilities develop and deteriorate 
within organizational contexts. The geographic restriction to Bantul Regency limits direct generalizability 
to other Indonesian local governments with different institutional, cultural, and political environments. Self-
reported perceptual data, despite procedural bias mitigation, may also introduce subjective measurement 
distortions. Future research should employ longitudinal or mixed-method designs capable of tracing 
relational governance dynamics over time. Comparative studies across regencies or provinces with varying 
governance quality levels would also illuminate whether the relational mechanisms identified here operate 
consistently across different institutional environments. Additionally, future investigations may profitably 
integrate constructs such as organizational culture, Islamic work ethics, digital governance capability, 
psychological safety, or public service motivation to develop a more comprehensive explanatory model of 
managerial effectiveness within contemporary Indonesian local government contexts. 
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Form Revision SEMBJ Reviewer 1 

For Author and Editor 

The manuscript provides an excellent theoretical integration of LMX as relational governance and 
connects findings to Islamic principles (shura, amanah, adalah). However, the economic 
implications of the findings are undertheorized. The authors demonstrate that LMX mediates the 
relationship between budget participation and managerial performance, but they do not discuss 
the fiscal implications—for example, how improved managerial performance through relational 
governance might affect budget execution efficiency, reduction in wasteful spending, or improved 
public service outcomes per unit of government expenditure. The authors should add a subsection 
in the discussion estimating the potential economic value of improving LMX quality (e.g., 
percentage reduction in budget variance, improvement in program completion rates). Without 
this, the paper remains a management study rather than an economics contribution. 
 
The editor should require the authors to connect their findings to public finance theory, 
particularly the literature on fiscal decentralization and local government performance. The study 
is conducted in Bantul Regency within Indonesia's decentralization framework (Law No. 23/2014), 
yet the authors do not engage with economic studies on how relational governance affects 
intergovernmental fiscal transfers, local revenue mobilization, or service delivery outcomes. The 
editor should ask the authors to cite and discuss key works in Indonesian local government 
economics (e.g., von Luebke, 2009; Lewis, 2017) and to explain how their relational governance 
findings inform fiscal policy design. The current paper is strong on organizational behavior but 
weak on economic policy implications. 

 

 



Form Revision SEMBJ Reviewer 2 

For Author and Editor 

The manuscript mentions Islamic governance principles (shura, amanah, adalah) in the 
introduction, literature review, and conclusion, but these concepts are not operationalized in the 
measurement model or discussed in relation to the specific findings. For example, the LMX 
construct includes items on trust, communication, and respect, but the authors do not explain 
how these map onto amanah (trustworthiness) as a distinct Islamic governance obligation beyond 
general organizational trust. The authors should add a table mapping each LMX dimension to its 
corresponding Islamic governance principle, and discuss whether the empirical findings suggest 
that Islamic public sector organizations might have different baseline levels of relational 
governance or different mediation strengths. Without this operationalization, the Islamic framing 
remains superficial and decorative. 
 
The editor should require the authors to add a dedicated “Islamic Governance Implications” 
subsection in the discussion that goes beyond surface-level citations of Beekun & Badawi (1999). 
Specifically, the authors should discuss how their findings inform Islamic public administration 
reform in Indonesia, including practical recommendations for training local government officials in 
shura-based participatory budgeting, establishing amanah-based information disclosure protocols, 
and designing adalah-based performance evaluation systems. The editor should also ask the 
authors to cite recent Indonesian Islamic governance scholarship (e.g., from journals like Al-
Iqtishad or Jurnal Ekonomi dan Keuangan Syariah) to demonstrate engagement with the local 
academic discourse. The current paper cites only two Islamic management sources, which is 
insufficient for a journal focused on Sharia economic and management. 
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Background: Managerial performance in local government organizations remains a 
persistent governance challenge, as formal administrative reforms and participatory 
budgeting mechanisms have demonstrated limited and inconsistent capacity to produce 
effective organizational outcomes. Existing literature has predominantly conceptualized 
budget participation and information asymmetry as isolated technical variables, leaving 
the relational governance mechanisms connecting these constructs to managerial 
effectiveness substantially underexplored.  
Method: This study employs a quantitative explanatory design using cross-sectional 
survey data collected from 178 officials within Local Government Organizations 
(Organisasi Perangkat Daerah/OPD) in Bantul Regency, Indonesia. Data were analyzed 
using Partial Least Squares Structural Equation Modeling (PLS-SEM) via Smart PLS 4, 
with Leader–Member Exchange (LMX) positioned as a relational governance mediator.  
Results: Budget participation positively affects managerial performance (β = 0.210) and 
LMX quality (β = 0.675), while information asymmetry exerts significant negative 
effects on both managerial performance (β = −0.179) and LMX (β = −0.536). LMX 
strongly influences managerial performance (β = 0.650) and significantly mediates both 
relationships, confirming its role as a primary relational governance mechanism. 
Conclusion: Governance effectiveness in local government is fundamentally relational 
rather than procedural. The findings resonate with Islamic governance principles of 
shura, amanah, and adalah, suggesting that participatory, transparent, and trust-based 
governance practices are essential for sustained managerial effectiveness in public sector 
institutions. 
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INTRODUCTION 

The effectiveness of local government organizations has emerged as a critical concern in 
contemporary public sector governance, particularly in developing countries where decentralization reforms 
have transferred substantial administrative and fiscal responsibilities to subnational governments without 
correspondingly strengthening organizational capacity or relational governance dynamics. Indonesia's 
regional autonomy framework, institutionalized under Law No. 23 of 2014, has expanded the administrative 
discretion of local governments considerably; yet persistent managerial inefficiencies, fragmented 
coordination, and inconsistent service delivery continue to characterize a significant proportion of Local 
Government Organizations (Organisasi Perangkat Daerah/OPD) across Indonesian regencies (Cepiku et 
al., 2016; Grossi et al., 2019). These challenges extend beyond administrative issues; they have direct fiscal 
implications, including suboptimal budget execution rates, increased budget variance, and persistent 
underperformance in capital expenditure absorption, all of which jeopardize the developmental goals of 
Indonesia decentralization agenda (Lewis, 2017; von Luebke, 2009). These challenges indicate that formal 
governance mechanisms and administrative compliance, while necessary, remain insufficient conditions for 
achieving sustained organizational effectiveness in public sector institutions. 

Among the various governance mechanisms central to local government administration, participatory 
budgeting occupies a position of particular theoretical and practical significance. Budgeting in public 
organizations functions simultaneously as a financial planning instrument, a managerial coordination 
mechanism, and an accountability framework that structures the interaction among organizational actors 
across administrative hierarchies (Chenhall, 2003; Kren, 1992). Participatory budgeting, which involves 
organizational members in budget preparation and decision-making, is theoretically expected to enhance 
managerial effectiveness through improved information sharing, psychological ownership, and goal 
congruence. However, empirical evidence regarding the budget participation–managerial performance 
relationship has remained persistently inconsistent across three decades of behavioural accounting research, 
with some studies reporting positive associations and others revealing negligible or conditional effects 
(Chenhall, 2003; Oppong et al., 2023; Riyadh et al., 2023; Shields & Shields, 1998). This inconsistency is 
especially significant in decentralized fiscal systems, where participatory budgeting serves both as a 
managerial improvement mechanism and as a fiscal accountability tool. It connects subnational resource 
allocation decisions to intergovernmental transfer frameworks and local revenue mobilization objectives 
(Lewis, 2017). This inconsistency suggests that participatory budgeting operates through mechanisms that 
extend well beyond formal administrative involvement. 

A dimension frequently overlooked in existing participatory budgeting literature concerns the 
organizational information environment within which budgeting processes operate. Information 
asymmetry the unequal distribution of strategic and operational information among organizational actors 
constitutes a structural condition with substantial implications for managerial effectiveness. In public 
organizations, hierarchical authority structures and bureaucratic complexity frequently produce fragmented 
information environments in which subordinate managers possess operational knowledge inaccessible to 
senior administrators, while leadership-level strategic information remains similarly opaque to frontline 
implementers (Eisenhardt, 1989). Agency theory explains that such information imbalances generate 
coordination inefficiencies, invite opportunistic behavior, and weaken organizational control processes 
(Jensen & Meckling, 1976). Yet the relational consequences of information asymmetry its effects on 
organizational trust, communication quality, and leader–subordinate interaction have received 
comparatively limited theoretical elaboration within public sector accounting research. 

This study addresses these gaps by introducing Leader–Member Exchange (LMX) as a relational 
governance mechanism that mediates the relationships among budget participation, information 
asymmetry, and managerial performance within local government organizations. LMX theory explains that 
organizational effectiveness is substantially shaped by the quality of reciprocal exchange relationships 
between leaders and subordinates, encompassing trust, communication openness, professional respect, and 
mutual support (Graen & Uhl-Bien, 1995; Hirvi et al., 2020). Rather than treating LMX as a conventional 
interpersonal leadership construct, this study positions it as a form of relational governance capability that 
enables participatory governance mechanisms to produce substantive, rather than symbolic, organizational 
outcomes. This reconceptualization has implications that extend beyond organizational behaviour. 



Specifically, when LMX quality mediates the relationship between budget participation and managerial 
performance, it also mediates the relationship between fiscal inputs, such as intergovernmental transfers, 
locally generated revenues, and capital expenditure allocations, and measurable service delivery outcomes 
(von Luebke, 2009). From this perspective, budget participation strengthens managerial performance not 
merely through formal procedural involvement, but by fostering the relational quality that enables effective 
organizational coordination and information integration. 

This relational governance argument holds particular resonance within the Islamic economics and 
management tradition. Islamic organizational ethics emphasizes shura (deliberative consultation) as a 
foundational governance principle that legitimizes participatory decision-making within organizational and 
political institutions (Beekun & Badawi, 1999). The principle of amanah (trustworthiness and 
accountability) similarly mandates that organizational actors fulfil their responsibilities with integrity and 
transparency, while adalah (justice) requires equitable access to information and organizational resources. 
These principles serve not only as normative ideals but also as operational governance standards that can 
be systematically aligned with relational governance constructs such as LMX, providing an Islamic 
governance framework with direct empirical references in the behavioural accounting and public 
administration literature (Alhasnawi, et al., 2024; Munandar et al., 2026). Collectively, these principles 
suggest that governance effectiveness in Islamic organizational contexts is inherently relational and trust-
based, aligning substantially with the theoretical framework advanced in this study. 

The study is conducted within OPD in Bantul Regency, a regional government institution in 
Yogyakarta Province, Indonesia, which has demonstrated relatively strong governance accountability 
compared to peer regencies and therefore provides an informative institutional setting for examining how 
relational governance mechanisms shape managerial outcomes beyond formal compliance. The research 
makes three principal contributions. First, it shifts participatory budgeting research from a procedural-
administrative explanation toward a relational governance explanation of managerial effectiveness. Second, 
it advances the theoretical treatment of LMX within public sector governance literature by 
reconceptualizing it as an organizational relational capability rather than solely an interpersonal leadership 
phenomenon. Third, this study contributes to the fiscal decentralization literature by demonstrating that 
the quality of relational governance mediates the organizational effectiveness of participatory budgeting 
mechanisms within Indonesia's subnational fiscal governance framework. This finding has direct 
implications for intergovernmental fiscal design and the assessment of local government performance. 
Fourth, it connects empirical findings regarding governance dynamics in Indonesian local governments to 
Islamic organizational principles, contributing to the Islamic economics and management literature on 
governance, accountability, and organizational performance. 

LITERATURE REVIEW 

Relational Governance as a Theoretical Framework 

Contemporary public sector governance scholarship has progressively shifted its explanatory focus 
from formal institutional structures toward relational coordination processes as the primary determinants 
of organizational effectiveness. Relational governance theory argues that organizational outcomes emerge 
not merely from the design of formal administrative rules and procedures, but from the quality of social 
interaction, trust, communication, and collaborative exchange among organizational actors (Cepiku et al., 
2016; Grossi et al., 2019). This perspective is particularly relevant in public organizations, where complex 
accountability obligations, interdepartmental coordination demands, and political pressures require 
governance mechanisms capable of facilitating sustained relational coordination rather than merely 
procedural compliance. 

Within local government organizations, budgeting constitutes an inherently relational process because 
it involves negotiation, information exchange, priority-setting, and collective interpretation of 
organizational objectives among actors distributed across administrative hierarchies. Traditional principal–
agent frameworks conceptualize this process primarily in contractual and informational terms, emphasizing 
monitoring costs, incentive alignment, and information disclosure (Eisenhardt, 1989; Jensen & Meckling, 
1976). While these perspectives illuminate important coordination problems, they remain analytically 
limited in explaining how organizational actors construct effective governance through ongoing relational 
interaction. Relational governance theory fills this gap by highlighting trust, communication quality, and 



collaborative interaction as constitutive elements of organizational effectiveness rather than merely 
background conditions (Cirella & Murphy, 2022; Grossi et al., 2019). 

Social exchange theory provides a complementary micro-level explanation for relational governance 
dynamics by arguing that sustained cooperation among organizational actors emerges from reciprocal 
exchange relationships characterized by trust, mutual obligation, and perceived fairness (Cropanzano & 
Mitchell, 2005). Within this theoretical tradition, Leader–Member Exchange (LMX) theory offers a specific 
relational governance mechanism through which social exchange dynamics shape organizational outcomes. 
LMX theory posits that the quality of dyadic exchange relationships between leaders and subordinates-
encompassing trust, affect, loyalty, and professional respect-significantly moderates organizational 
processes, including communication effectiveness, goal alignment, and managerial performance (Dienesch 
& Liden, 1986; Graen & Uhl-Bien, 1995). Integrating relational governance theory with LMX and social 
exchange perspectives thus provides a theoretically coherent framework for examining how participatory 
budgeting and information conditions shape managerial effectiveness in local government organizations. 

The relational governance perspective also intersects productively with fiscal decentralization theory, 
which has long recognized that the performance consequences of fiscal devolution depend not only on the 
formal design of intergovernmental fiscal systems but also on the organizational and institutional 
capabilities of subnational governments to effectively translate transferred fiscal resources into service 
delivery (Lewis, 2017; von Luebke, 2009). In Indonesia decentralized fiscal architecture, where OPD are 
the primary organizational units responsible for converting Dana Alokasi Umum (DAU) and Dana Alokasi 
Khusus (DAK) transfers into programmatic expenditure, the quality of relational governance within OPDs 
serves as a critical mediating variable between fiscal resource availability and expenditure effectiveness. This 
connection between relational governance theory and fiscal decentralization scholarship represents a 
theoretically significant integration that broadens the analytical scope of both traditions. 

In the Islamic governance tradition, the theoretical foundations of relational governance find parallel 
expression in core Quranic and prophetic principles. The concept of shura institutionalizes participatory 
deliberation as a governance norm, recognizing that organizational decisions achieved through collective 
consultation carry greater legitimacy and implementation effectiveness (Ali & Weir, 2005; Beekun & 
Badawi, 1999). The principle of amanah establishes trustworthiness and accountability as non-negotiable 
organizational obligations, while musawah (equality) and adalah (justice) require that information, resources, 
and decision-making opportunities be distributed equitably among organizational stakeholders. Recent 
scholarship in Islamic public administration and governance has begun to implement these principles as 
institutional standards for evaluating public sector governance reforms, particularly in Muslim-majority 
countries pursuing concurrent decentralization and governance improvement agendas (Alibašić, 2024; 
Drechsler et al., 2024; Laila et al., 2025). These principles collectively constitute an Islamic relational 
governance ethic that strongly aligns with the empirical framework examined in this study. 

Budget Participation and Managerial Performance 

Budget participation refers to the degree to which organizational members are genuinely involved in 
budget formulation, deliberation, and decision-making processes (Kren, 1992). Within public sector 
accounting literature, participatory budgeting is expected to enhance managerial performance through 
several theoretically distinct mechanisms. First, participation improves information quality because 
subordinate managers possess operational knowledge unavailable to senior administrators, and 
participatory processes create structured opportunities for this information to be incorporated into budget 
decisions (Alhasnawi, Mohd Said, et al., 2024; Chenhall, 2003). Second, participation strengthens 
psychological ownership and organizational commitment because organizational members who contribute 
to goal-setting demonstrate greater motivation toward goal achievement (Azila-Gbettor et al., 2024; Shields 
& Shields, 1998). Third, participation facilitates organizational coordination by establishing shared 
understanding of resource constraints, operational priorities, and performance expectations across 
administrative units. 

However, recent empirical studies have demonstrated that the budget participation–performance 
relationship is neither automatic nor universal. Saraf et al. (2022) argue that participation produces 
performance benefits primarily when organizational environments support open communication and 
meaningful decision-making influence rather than merely formal procedural involvement. Conversely, in 
bureaucratically rigid organizations where participatory mechanisms serve compliance rather than 



coordination purposes, budget participation may fail to generate substantive managerial improvements. 
This distinction is particularly significant in decentralized fiscal systems. When participatory budgeting is 
merely ceremonially compliant rather than genuinely deliberative, the informational and coordinative 
advantages that support its fiscal design rationale are systematically lost. This loss contributes to expenditure 
inefficiencies and budget absorption failures, which characterize weak local governance environments 
(Lewis, 2017; von Luebke, 2009). Nevertheless, within organizational settings where participatory processes 
genuinely facilitate information exchange and collaborative coordination, the relationship between budget 
participation and managerial performance is theoretically well-supported. 

H1: Budget participation positively affects managerial performance in local governments. 

Budget Participation and Leader–Member Exchange 

The participatory budgeting process inherently involves intensive communicative interaction between 
organizational leaders and subordinate managers. During budgeting discussions, organizational actors 
engage in information sharing, negotiation, joint problem-solving, and collaborative priority-setting. These 
interactions constitute a relational governance process through which the quality of leader–subordinate 
relationships is constructed and reinforced. LMX theory argues that high-quality exchange relationships 
develop through reciprocal interaction processes characterized by demonstrated trust, open 
communication, and mutual recognition (Graen & Uhl-Bien, 1995). Participatory budgeting provides 
precisely this type of structured relational interaction because involving subordinates in budget decisions 
signals leadership recognition of their operational competence and organizational value. 

Recent research on participatory governance supports this argument by demonstrating that inclusive 
decision-making processes strengthen organizational trust and communication effectiveness (Grossi et al., 
2019). From a relational governance perspective, budget participation functions as a relational process 
through which organizational coordination capabilities and trust structures are actively constructed rather 
than merely assumed. Consequently, higher levels of genuine budget participation are expected to foster 
stronger LMX quality within local government organizations. 

H2: Budget participation positively affects leader–member exchange in local governments. 

2.4 Information Asymmetry and Managerial Performance 

Information asymmetry occurs when organizational actors possess systematically unequal access to 
strategically relevant information, creating structural conditions that impede effective coordination and 
accountability. Agency theory characterizes information asymmetry as a fundamental governance problem 
because principals-typically organizational leaders or higher-level administrators-cannot fully observe or 
evaluate the actions and informational environments of agents, creating opportunities for moral hazard, 
adverse selection, and strategic manipulation (Eisenhardt, 1989; Jensen & Meckling, 1976). In public 
organizations, information asymmetry acquires additional complexity because multiple accountability 
principals-including legislative bodies, oversight agencies, and citizens-create layered monitoring demands 
on organizational agents operating across fragmented administrative structures. 

Within local governments specifically, high levels of information asymmetry weaken managerial 
performance by reducing decision-making quality, limiting supervisory effectiveness, and creating 
coordination gaps between administrative units responsible for complementary service functions. Alam & 
Alam (2020) demonstrate that information imbalance between budget preparers and approvers in public 
organizations creates conditions for budgetary slack and resource misallocation, both of which reduce 
organizational efficiency and managerial effectiveness. More recent scholarship by Höglund et al. (2018) 
further confirms that information transparency in public sector organizations is strongly associated with 
performance management effectiveness, suggesting that reducing information asymmetry constitutes a 
governance reform priority with direct managerial performance implications. 

H3: Information asymmetry negatively affects managerial performance in local governments. 

2.5 Information Asymmetry and Leader–Member Exchange 

The quality of leader–member relational exchange depends critically on the conditions of 
communication transparency and mutual trust that characterize organizational interaction. Information 
asymmetry undermines both conditions by creating structural barriers to open communication and by 
generating organizational suspicion regarding the motives underlying selective information disclosure 



(Gerstner & Day, 1997; Suwanda & Suwanda, 2026). When subordinates perceive that leaders strategically 
withhold organizational information, or when leaders recognize that subordinates manipulate informational 
access to protect operational discretion, the reciprocal trust foundational to high-quality LMX relationships 
erodes substantially. 

This argument finds theoretical support in both LMX theory and social exchange perspectives. Graen 
& Uhl-Bien (1995) emphasize that LMX development requires sustained patterns of open communication 
and demonstrated trustworthiness between organizational parties. Information asymmetry disrupts this 
developmental process by introducing informational opacity that signals distrust and undermines reciprocal 
exchange obligations. Within Indonesian public sector organizations, where hierarchical authority norms 
already constrain upward information flows, high information asymmetry may create particularly severe 
relational barriers that damage governance effectiveness (Anggara, 2025; Cepiku et al., 2016). 

H4: Information asymmetry negatively affects leader–member exchange in local governments. 

2.6 Leader–Member Exchange and Managerial Performance 

LMX theory posits that the quality of reciprocal exchange relationships between organizational leaders 
and members constitutes a primary determinant of individual and organizational effectiveness (Alo & 
Arslan, 2022; Graen & Uhl-Bien, 1995). High-quality LMX relationships-characterized by mutual trust, 
open communication, professional loyalty, and reciprocal support-enable organizational actors to 
coordinate responsibilities more effectively, communicate problems more openly, and collaborate more 
productively toward organizational objectives. Within public sector organizations, where administrative 
complexity and accountability obligations demand sustained coordination across multiple organizational 
functions, relational governance quality becomes particularly consequential for managerial effectiveness. 

Recent empirical studies in public administration confirm that LMX quality positively influences 
organizational performance outcomes including employee commitment, role clarity, and managerial 
effectiveness (Tasdemir et al., 2025; Zada et al., 2023). From a relational governance perspective, LMX 
represents an organizational capability that transforms formal governance mechanisms from symbolic 
procedural requirements into substantively effective coordination instruments. Without sufficient relational 
quality, formal budgeting participation and administrative accountability structures may remain procedurally 
operational while generating minimal organizational coordination value. 

H5: Leader–Member Exchange positively affects managerial performance in local governments. 

2.7 The Mediating Role of Leader–Member Exchange  

The present study argues that budget participation and information asymmetry do not influence 
managerial performance exclusively through direct administrative channels. Instead, their governance 
effects are substantially mediated through the quality of relational exchange embedded within organizational 
interaction processes. Participatory budgeting creates structured opportunities for communicative 
interaction between leaders and subordinates, fostering LMX quality through demonstrated trust and 
reciprocal engagement, which subsequently strengthens organizational coordination and managerial 
effectiveness. Conversely, information asymmetry undermines LMX quality by eroding communication 
transparency and organizational trust, thereby weakening the relational governance foundation on which 
effective managerial coordination depends. 

This mediation argument positions LMX as an explanatory relational mechanism that accounts for 
the organizational processes connecting formal governance inputs-participatory procedures and 
information conditions-to managerial outcomes. By conceptualizing LMX as a mediating relational 
governance capability, this study addresses an important explanatory gap in participatory budgeting research 
and advances a more theoretically complete account of how governance dynamics shape organizational 
effectiveness in local government institutions. 

H6: LMX mediates the relationship between budget participation and managerial performance in local governments. 

H7: LMX mediates the relationship between information asymmetry and managerial performance in local governments. 

METHOD 

Research Design 



This study employs a quantitative explanatory design to examine causal relationships among budget 
participation, information asymmetry, LMX, and managerial performance within local government 
organizations. The explanatory approach is appropriate because the research objectives involve testing 
theoretically derived hypotheses concerning the directional effects of organizational governance constructs 
within a complex public institutional environment. A cross-sectional survey design is adopted, with data 
collected at a single time point from organizational officials directly engaged in budgeting and managerial 
coordination processes within OPD in Bantul Regency, Yogyakarta Province, Indonesia. Bantul Regency 
is selected because it has demonstrated relatively strong governance accountability performance among 
Yogyakarta Province regencies, providing an institutional context in which the effects of relational 
governance mechanisms can be meaningfully examined against a baseline of administrative functionality. 

Population, Sample, and Sampling Procedure 

The study population comprises officials within OPD in Bantul Regency who possess direct 
involvement in budgeting processes, financial administration, and managerial coordination activities. Target 
respondents include Heads of OPD (Kepala OPD), Heads of Financial or Planning Subdivisions (Kepala 
Subbagian Keuangan/Perencanaan), and financial or managerial staff engaged in budget preparation, 
implementation, and reporting activities. Purposive sampling is employed to ensure that respondents 
possess substantive organizational experience and direct engagement with the governance processes 
examined in this study. Purposive sampling is widely adopted in public sector governance and behavioural 
accounting research when specific organizational roles are required to provide valid perceptual assessments 
of governance quality, leadership interaction, and managerial effectiveness (Hair et al., 2017). Sampling 
criteria include direct involvement in budgeting or financial administration, familiarity with organizational 
governance processes, and a minimum of one year of organizational experience. A total of 178 valid 
questionnaires were returned and used for analysis. 

Variable Measurement 

All constructs are measured using reflective multi-item scales on a five-point Likert response format 
(1 = strongly disagree; 5 = strongly agree). Budget participation is measured through five indicators 
capturing involvement in budget preparation, opportunity to express operational perspectives, influence 
over budget decisions, and participation intensity during budgetary discussions, adapted from Kren (1992). 
Information asymmetry is operationalized through five indicators reflecting information ownership 
differentials, limited information accessibility, selective information disclosure, and informational imbalance 
during decision-making, adapted from Eisenhardt (1989). Leader–Member Exchange (LMX) is measured 
using six indicators capturing mutual trust, communication quality, professional respect, reciprocal support, 
collaborative interaction, and relational loyalty between leaders and subordinates, adapted from Graen and 
Uhl-Bien (1995) and Liden and Maslyn (1998). Managerial performance is operationalized through seven 
indicators reflecting planning effectiveness, coordination capability, supervisory effectiveness, evaluation 
activities, problem-solving capacity, staff development, and achievement of organizational objectives, 
adapted from Yang and Holzer (2006). 

Common Method Bias Mitigation 

Given the cross-sectional self-report design, this study implements several procedural remedies to 
minimize common method variance, as recommended by Podsakoff et al. (2003). These include 
guaranteeing respondent anonymity and confidentiality, randomizing questionnaire item sequence, 
separating predictor and criterion variable items within the questionnaire structure, providing explicit 
instructions differentiating the nature of each construct, and conducting pilot testing with fifteen 
respondents prior to large-scale data collection. Harman's single-factor test is subsequently applied as a 
post-hoc diagnostic check, with results indicating that no single factor accounts for a majority of the total 
variance in the data, suggesting that common method bias does not substantially threaten the validity of the 
findings. 

Data Analysis 

Partial Least Squares Structural Equation Modeling (PLS-SEM) using SmartPLS 4 is adopted as the 
primary analytical technique. PLS-SEM is particularly well-suited for this study because it accommodates 
complex mediation structures involving multiple latent constructs, performs robustly with moderately sized 
samples, and is appropriate for predictive and exploratory governance research rather than strictly 



confirmatory structural analysis (Hair et al., 2017). The analysis proceeds in two stages: measurement model 
evaluation followed by structural model evaluation. Measurement model assessment examines outer 
loadings (threshold > 0.70), Average Variance Extracted (AVE > 0.50), Composite Reliability (CR > 0.70), 
Cronbach's Alpha (α > 0.70), and discriminant validity via the Heterotrait–Monotrait Ratio (HTMT < 0.90). 
Structural model evaluation examines coefficients of determination (R²), effect sizes (f²), predictive 
relevance (Q²), and direct and indirect hypothesis testing via bootstrapping with 5,000 resample iterations. 

RESULTS AND DISCUSSION 

Respondent Profile 

The sample of 178 respondents comprised 60.7% male and 39.3% female officials. The majority 
(43.3%) fell within the 36–45 age range, with 33.1% above 45 years of age. Educational attainment was 
predominantly at the bachelor's degree level (64%), followed by master's degree holders (30.9%). Positional 
distribution included Heads of OPD or Senior Managers (24.7%), Heads of Financial or Planning 
Subdivisions (29.8%), and financial or managerial staff (45.5%). A substantial majority (62.9%) reported 6–
10 years of organizational experience, indicating that respondents possessed sufficient institutional 
familiarity to provide reliable perceptual assessments of the governance and managerial processes under 
investigation. These characteristics are broadly consistent with respondent profiles in comparable 
Indonesian local government studies and suggest an adequately experienced and organizationally embedded 
sample (see Table 1). 

Measurement Model Evaluation 

All constructs satisfy the recommended psychometric thresholds for PLS-SEM analysis (Shmueli et 
al., 2019). Outer loadings for all indicators exceed 0.70, ranging from 0.935 to 0.959, confirming satisfactory 
indicator reliability. AVE values for all constructs exceed 0.50 (ranging from 0.891 to 0.900), confirming 
adequate convergent validity. Composite Reliability values range from 0.970 to 0.981, and Cronbach's Alpha 
values from 0.969 to 0.981, both substantially exceeding the 0.70 threshold and indicating strong internal 
consistency across all measurement instruments. Discriminant validity assessed via the HTMT ratio reveals 
that all inter-construct HTMT values remain below the 0.90 threshold, confirming that each latent variable 
is empirically distinguishable from others in the model (see Tables 2 and 3). These results collectively 
indicate that the measurement model possesses strong psychometric integrity and supports valid structural 
model estimation. 

Structural Model Evaluation 

The structural model demonstrates strong explanatory and predictive capability. Budget participation 
and information asymmetry collectively explain 74.6% of the variance in LMX (R² = 0.746), indicating that 
the information environment and participatory governance conditions substantially shape relational 
governance quality within local government organizations. The combined predictors explain 81.0% of the 
variance in managerial performance (R² = 0.810), demonstrating that the relational governance framework 
advanced in this study possesses substantial explanatory power. Predictive relevance values (Q²) exceed 
zero for both endogenous constructs (Q² LMX = 0.739; Q² MP = 0.695), confirming that the model 
maintains satisfactory out-of-sample predictive relevance. Effect size analysis reveals that LMX exerts a 
large effect on managerial performance (f² = 0.565), while budget participation and information asymmetry 
each demonstrate small-to-medium effects on managerial performance in direct path assessments. These 
results are summarized in Tables 4 and 5. 

 

Table 1. Respondent Profile 

Characteristic Category Frequency Percentage (%) 

Gender Male 108 60.7 
 Female 70 39.3 

Age 26–35 years 42 23.6 
 36–45 years 77 43.3 
 >45 years 59 33.1 

Education Diploma 9 5.1 



 Bachelor's Degree 114 64 
 Master's Degree 55 30.9 

Position Head of OPD/Senior Manager 44 24.7 
 Head of Financial/Planning Subdivision 53 29.8 
 Financial/Managerial Staff 81 45.5 

Working Experience 1–5 years 46 25.8 
 6–10 years 112 62.9 
 >10 years 20 11.3 

Table 2. Measurement Model Evaluation 

Construct Indicator 
Outer 

Loading 

Cronbach's 

Alpha 
CR AVE 

Budget Participation (BP) BP1 0.943 0.969 0.97 0.891 
 BP2 0.946    
 BP3 0.943    
 BP4 0.949    
 BP5 0.939    

Information Asymmetry (IA) IA1 0.952 0.972 0.973 0.899 
 IA2 0.947    
 IA3 0.947    
 IA4 0.946    
 IA5 0.949    

Leader–Member Exchange (LMX) LMX1 0.946 0.978 0.978 0.900 
 LMX2 0.958    
 LMX3 0.943    
 LMX4 0.942    
 LMX5 0.955    
 LMX6 0.947    

Managerial Performance (MP) MP1 0.948 0.981 0.981 0.897 
 MP2 0.953    
 MP3 0.946    
 MP4 0.951    
 MP5 0.935    
 MP6 0.940    
 MP7 0.959    

Table 3. Discriminant Validity (HTMT Ratio) 

Construct BP IA LMX MP 

Budget Participation (BP) -    

Information Asymmetry (IA) 0.028 -   

Leader–Member Exchange (LMX) 0.695 0.551 -  

Managerial Performance (MP) 0.667 0.541 0.807 - 

Table 4. Coefficient of Determination (R²) and Predictive Relevance (Q²) 

Construct R² Q²predict 

Leader–Member Exchange (LMX) 0.746 0.739 

Managerial Performance (MP) 0.810 0.695 

Hypothesis Testing 

Bootstrapping results (5,000 iterations) confirm statistical support for all seven hypotheses (see Table 
6). The structural path results are discussed in the following section in relation to the theoretical framework, 
prior empirical evidence, and Islamic governance implications. 

Table 5. Effect Size (f²) 

Path LMX MP 

Budget Participation (BP) 1.795 0.083 

Information Asymmetry (IA) 1.131 0.079 



Leader–Member Exchange (LMX)   0.565 

Table 6. Hypothesis Testing Results 

Hypothesis Path β Mean SD t-statistic p-value Decision 

H1 BP → MP  0.210 0.212 0.050 4.208 0.000 Supported 

H2 BP → LMX 0.675 0.676 0.042 16.210 0.000 Supported 

H3 IA → MP −0.179 −0.181 0.049 3.640 0.000 Supported 

H4 IA → LMX −0.536 −0.537 0.042 12.620 0.000 Supported 

H5 LMX → MP 0.65 0.647 0.058 11.270 0.000 Supported 

H6 BP → LMX → MP  0.439 0.437 0.042 10.392 0.000 Supported 

H7 IA → LMX → MP  −0.349 −0.348 0.044 7.971 0.000 Supported 

Note. BP = Budget Participation; IA = Information Asymmetry; LMX = Leader–Member Exchange; MP = Managerial 
Performance. 

Discussion 

Budget Participation as Relational Governance and its Islamic Governance Resonance 

The confirmation of H1 (β = 0.210, p < 0.001) demonstrates that budget participation positively and 
significantly influences managerial performance within OPD in Bantul Regency. This finding aligns with 
behavioural accounting theory suggesting that participatory involvement in goal-setting processes 
strengthens managerial information quality, psychological ownership, and coordination effectiveness 
(Chenhall, 2003; Kren, 1992). However, the comparatively modest direct effect coefficient contrasted 
against the substantially larger indirect effect mediated through LMX (β = 0.439, p < 0.001) reveals that 
the governance value of budget participation operates primarily through the relational processes it catalyses 
rather than through formal procedural involvement alone. This observation contributes a theoretically 
important qualification to participatory budgeting literature: participation is organizationally effective to the 
extent that it generates genuine relational interaction and strengthens governance coordination rather than 
merely satisfying administrative procedural requirements. 

The strong positive relationship between budget participation and LMX quality (H2: β = 0.675, p < 
0.001) provides direct empirical support for the argument that participatory budgeting constitutes a 
relational governance process. Consistent with LMX theory (Graen & Uhl-Bien, 1995) and recent relational 
governance scholarship (Grossi et al., 2019), participatory interaction during budgeting processes creates 
structured opportunities for trust formation, mutual recognition, and communicative engagement between 
leaders and subordinates conditions that are precisely constitutive of high-quality exchange relationships. 
This finding resonates powerfully with the Islamic governance principle of shura, which institutionalizes 
participatory deliberation as a mechanism for building organizational legitimacy, collective commitment, 
and governance trust (Ali & Weir, 2005; Beekun & Badawi, 1999). In Islamic organizational ethics, 
consultation is not merely an administrative procedure but a relational obligation that honors the 
knowledge, judgment, and dignity of organizational participants an understanding that closely parallels the 
relational governance interpretation advanced in this study. 

The mediation finding for H6 further confirms that the organizational effectiveness of participatory 
budgeting is substantially explained by the LMX quality it generates. This result addresses a persistent 
explanatory gap in behavioural accounting literature regarding why participation produces inconsistent 
performance effects across organizational contexts (Shields & Shields, 1998): participation enhances 
performance when, and because, it strengthens the relational governance quality enabling effective 
organizational coordination. 

Information Asymmetry as a Relational and Informational Governance Problem 

The negative direct effects of information asymmetry on both managerial performance (H3: β = 
−0.179, p < 0.001) and LMX quality (H4: β = −0.536, p < 0.001) confirm that informational fragmentation 
constitutes a dual governance problem simultaneously undermining decision-making quality and eroding 
the relational trust foundations of effective organizational coordination.  



 

Figure 1. Hypothesis Testing Results 

The comparatively stronger effect of information asymmetry on LMX than on managerial performance 
directly (note the substantially larger absolute coefficient for the LMX path) suggests that information 
asymmetry's most consequential governance damage operates through the relational channel a finding that 
organizational and public sector accounting research has not previously examined with systematic empirical 
rigor. 

These results extend agency theory (Eisenhardt, 1989; Jensen & Meckling, 1976) by demonstrating 
that information asymmetry in public organizations is not only a principal-agent monitoring problem but 
also a relational governance problem that disrupts organizational coordination by undermining 
communication transparency and trust. In Indonesian local governments, where hierarchical bureaucratic 
norms, political pressures, and administrative fragmentation frequently produce selective information 
disclosure, this relational damage is organizationally consequential and may explain persistent coordination 
failures observed despite formal governance reform efforts (Cepiku et al., 2016). 

The Islamic governance perspective adds normative depth to these findings. The principle of adalah 
(justice) in Islamic organizational ethics demands equitable access to information among organizational 
participants because informational inequity constitutes a form of organizational injustice that corrupts 
governance accountability (Ali & Weir, 2005). Similarly, amanah (trustworthiness) obligates leaders and 
subordinates alike to maintain honesty and transparency in information sharing, recognizing that selective 
disclosure violates the sacred trust embedded in organizational roles and responsibilities. These Islamic 
principles suggest that information asymmetry is not merely a technical governance inefficiency but an 
ethical failure with direct implications for organizational trust, relational quality, and managerial 
effectiveness. 

The mediation of the information asymmetry–performance relationship through LMX (H7: β = 
−0.349, p < 0.001) demonstrates that the governance damage caused by information asymmetry is 
substantially transmitted through relational quality deterioration. Organizations facing high information 
asymmetry thus experience compounded governance disadvantage: weakened decision-making quality and 
simultaneously eroded relational coordination capacity. This finding underscores the governance priority 
of addressing information transparency not merely as an accountability compliance requirement but as a 
relational governance intervention. 

LMX as Relational Governance Capability in Public Organizations 

The strong direct effect of LMX on managerial performance (H5: β = 0.650, p < 0.001) and the large 
associated effect size (f² = 0.565) collectively establish that relational governance quality constitutes the 
most organizationally consequential determinant of managerial effectiveness within the present model. This 



finding confirms and extends the LMX literature's central argument (Graen & Uhl-Bien, 1995; Liden & 
Maslyn, 1998; Sedighi et al., 2022) by demonstrating its relevance within Indonesian public sector 
governance contexts characterized by bureaucratic hierarchy and administrative complexity. More 
theoretically significant, however, is the reconceptualization of LMX as a relational governance capability 
that this study advances a conceptual reframing that positions LMX not merely as an interpersonal 
leadership outcome but as an organizational resource through which formal governance mechanisms 
acquire substantive coordination value. 

This reconceptualization addresses an important theoretical limitation in public sector governance 
scholarship that has predominantly evaluated governance effectiveness through formal institutional 
mechanisms legal frameworks, administrative procedures, accountability systems while undertheorizing the 
relational processes through which such mechanisms either achieve or fail their organizational purposes 
(Grossi et al., 2019). The present findings demonstrate that formal governance inputs, including 
participatory budgeting, translate into effective managerial outcomes primarily through the relational 
governance quality they generate and sustain. Governance effectiveness in local government is therefore 
relational and emergent rather than structurally determined. 

The practical and normative implications of this finding are substantial. For Indonesian local 
governments pursuing governance improvement, investments in communication transparency, leadership 
development, collaborative governance capacity, and organizational trust-building are not merely cultural 
amenities but governance effectiveness requirements with demonstrable managerial performance 
implications. From an Islamic management perspective, the centrality of relational quality in governance 
effectiveness reflects the Quranic emphasis on ukhuwwah (organizational brotherhood and solidarity), 
ta'awun (mutual cooperation), and ihsan (excellence in interpersonal conduct), which collectively establish 
relational ethics as foundational to organizational effectiveness in Islamic governance contexts (Ali & Weir, 
2005; Beekun & Badawi, 1999). 

Economic and Fiscal Governance Implications 

The empirical findings of this study carry substantial implications for fiscal governance in Indonesia's 
decentralized administrative system that extend considerably beyond the organizational behaviour literature 
within which they are primarily situated. Indonesia's decentralization architecture, institutionalized under 
Law No. 23 of 2014 and operationalized through intergovernmental fiscal transfer mechanisms including 
Dana Alokasi Umum (DAU), Dana Alokasi Khusus (DAK), and Dana Bagi Hasil (DBH), presupposes that 
subnational governments possess both the administrative capacity and the organizational relational 
capability to translate transferred fiscal resources into effective public expenditure. The persistent gap 
between fiscal resource availability and public service delivery quality in Indonesian regencies widely 
documented in the decentralization literature (Lewis, 2017; von Luebke, 2009) may be substantially 
explained by the relational governance deficits that this study identifies as primary determinants of 
managerial effectiveness within OPD. 

From a fiscal decentralization perspective, LMX quality within OPD functions as a critical 
organizational mediating variable between the formal architecture of intergovernmental fiscal arrangements 
and the substantive outcomes those arrangements are designed to produce. von Luebke (2009) 
demonstrates that local government performance in Indonesia is not determined primarily by fiscal resource 
availability but by the organizational governance quality within which fiscal decisions are made and 
executed. The present findings extend this argument by providing micro-organizational evidence that 
relational governance quality measured through LMX is the primary mechanism through which 
participatory budget processes translate into managerial effectiveness. When LMX quality is high, the 
information-sharing, trust, and collaborative coordination enabled by participatory budgeting convert fiscal 
inputs into well-executed programmatic expenditure; when LMX quality is low, participatory processes 
remain procedurally operational but organizationally inert, producing the expenditure inefficiencies and 
budget absorption failures that characterize governance-weak local government environments. 

More specifically, the present findings suggest five interconnected fiscal governance channels through 
which LMX quality affects economic outcomes within Indonesian local government. First, high-quality 
LMX relationships improve budget execution efficiency by reducing the communicative friction that delays 
expenditure authorization and programmatic implementation a particularly consequential dynamic in OPD 
where capital expenditure absorption rates frequently fall below 80% in the final administrative quarter, 



generating resource idleness that undermines developmental programming (Lewis, 2017). Second, the trust 
and communication transparency characteristic of high-LMX organizations reduce budget variance by 
enabling more accurate and operationally realistic budget formulation during participatory processes, 
because subordinate managers with genuine relational influence over budget decisions are more likely to 
disclose operational constraints and resource requirements honestly rather than strategically. Third, by 
reducing information asymmetry's corrosive effects on relational trust as demonstrated by the H4 and H7 
findings high LMX quality structurally reduces incentives for budgetary padding, over-estimation of 
expenditure requirements, and the creation of discretionary slack that constitutes a primary source of 
wasteful public spending in Indonesian local government contexts (Alam & Alam, 2020). 

Fourth, relational governance quality mediated through LMX affects program completion rates 
because effective organizational coordination depends on the sustained communicative engagement 
between leaders and implementing staff throughout the expenditure cycle, not merely during budget 
formulation. In bureaucratic organizations where LMX quality is low, implementation supervision is 
frequently perfunctory, cross-unit coordination is weak, and accountability for program completion is 
diffuse conditions that generate the chronic incomplete project rates observable in regency-level capital 
expenditure data across Indonesia. Fifth, and most directly relevant to the fiscal decentralization literature's 
central concern with public service effectiveness, the present findings suggest that subnational governments 
with higher relational governance quality are better positioned to achieve the service delivery objectives that 
constitute the normative justification for fiscal devolution (von Luebke, 2009). These five channels 
collectively suggest that relational governance quality is not a secondary or background condition for fiscal 
decentralization effectiveness but a primary organizational mechanism through which decentralized fiscal 
architecture either achieves or forfeits its developmental purposes. 

These implications also connect to local revenue mobilization dynamics. Lewis (2017) demonstrates 
that Indonesian local governments with stronger governance accountability records achieve higher levels 
of own-source revenue (Pendapatan Asli Daerah/PAD) mobilization, as fiscal accountability strengthens 
taxpayer confidence and reduces revenue leakage through informal fee extraction. The present findings 
suggest a relational governance pathway through which organizational trust as the core constituent of high-
quality LMX relationships may reinforce fiscal accountability norms within OPD, supporting honest 
revenue reporting, transparent expenditure documentation, and the reduction of discretionary off-budget 
resource manipulation. From a public finance perspective, governance reform strategies that strengthen 
LMX quality within OPD are therefore not merely managerial interventions but fiscal interventions with 
measurable implications for local revenue performance, expenditure quality, and ultimately, the allocative 
efficiency of Indonesia's intergovernmental fiscal system. 

The policy implications of these findings are correspondingly significant. The Indonesian Ministry of 
Home Affairs and Badan Pengawasan Keuangan dan Pembangunan (BPKP) have historically prioritized 
compliance-based governance reforms financial reporting standardization, audit process improvements, 
procurement digitalization as the primary instruments of subnational governance improvement. While these 
structural reforms are necessary, the present evidence suggests they are insufficient without complementary 
investments in the relational governance capabilities that determine whether compliance mechanisms 
produce substantive coordination outcomes. Specifically, local government governance improvement 
strategies should integrate leadership development programs targeting LMX quality enhancement, 
communication transparency initiatives that reduce information asymmetry within OPD, and participatory 
budgeting process redesigns that prioritize genuine deliberative engagement over procedural compliance. 
These relational governance investments, currently absent from mainstream Indonesian local government 
reform frameworks, are empirically demonstrated to generate substantive fiscal governance improvements 
through their effects on managerial performance. 

Islamic Governance Implications 

The findings of this study are not merely theoretically coherent with Islamic governance principles 
they provide empirical substantiation for claims that Islamic organizational ethics scholars have advanced 
primarily at the normative and conceptual level. The integration of Islamic governance principles with the 
quantitative relational governance evidence presented here advances a more empirically grounded Islamic 
public administration theory with direct implications for governance reform in Muslim-majority public 
sector contexts (Alibašić, 2024; Drechsler et al., 2024). 



Shura-Based Participatory Budgeting 

The strong positive effect of budget participation on LMX quality (H2: β = 0.675, p < 0.001) provides 
empirical validation for the governance logic embedded within the Quranic principle of shura (Q. 3:159; 
Q. 42:38). Shura does not merely prescribe consultation as a procedural formality; it institutionalizes 
deliberative participation as a governance mechanism whose effectiveness is realized through the relational 
trust and collective legitimacy that genuine consultation generates (Ali & Weir, 2005; Beekun & Badawi, 
1999). The present findings demonstrate precisely this mechanism: participatory budgeting when 
operationalized as genuine deliberative involvement rather than ceremonial compliance generates high-
quality leader-subordinate exchange relationships that subsequently drive managerial effectiveness. In 
Indonesian public administration, where decentralization has transferred formal deliberative authority to 
local governments without consistently generating substantive participatory governance cultures, the 
institutionalization of shura-informed participatory budgeting practices represents both a governance 
reform opportunity and an Islamic organizational ethics imperative (Hassan et al., 2020). Recent scholarship 
in Islamic public administration confirms that shura-based deliberation strengthens governance legitimacy 
and organizational commitment in Muslim-majority institutional contexts (Drechsler et al., 2024), providing 
normative reinforcement for the empirically confirmed participatory governance mechanisms examined in 
this study. 

Amanah-Based Transparency and Information Governance 

The significant negative effects of information asymmetry on both LMX quality (H4: β = −0.536, p 
< 0.001) and managerial performance (H3: β = −0.179, p < 0.001) acquire profound normative significance 
when interpreted through the principle of amanah. In Islamic organizational ethics, amanah 
(trustworthiness, integrity, and faithful stewardship of organizational responsibilities) constitutes a non-
negotiable governance obligation that prohibits selective information disclosure, strategic opacity, and the 
manipulation of informational advantage for personal or departmental gain (Kamaruddin & Hanefah, 
2021). The empirical evidence that information asymmetry erodes both relational trust and managerial 
effectiveness provides organizational behaviour evidence for the Islamic governance proposition that 
violations of amanah operationalized here as information opacity and selective disclosure systematically 
damage the relational and coordination foundations of organizational effectiveness. In the context of 
Indonesian local government, where hierarchical authority structures and political pressures frequently 
incentivize selective information management, the amanah principle provides a normative governance 
standard that directly addresses the information transparency deficits identified in this study (Anggara, 
2025). Islamic public administration reform in Indonesia may productively engage the amanah framework 
to justify and motivate information transparency reforms within OPD that go beyond compliance-based 
financial disclosure to encompass the operational and relational information transparency that the present 
findings demonstrate to be essential for governance effectiveness. Recent work in the Journal of Islamic 
Accounting and Business Research has begun to operationalize amanah-based governance standards as 
measurable organizational accountability criteria (Abd. Wahab et al., 2017; Aribi et al., 2019), an approach 
that the present study's empirical findings strongly support. 

Adalah-Based Performance Evaluation 

The mediating role of LMX in both governance pathways, combined with the large direct effect of 
LMX on managerial performance (H5: β = 0.650, f² = 0.565), carries important implications for Islamic 
principles of adalah (justice and equity) as applied to performance evaluation in public sector organizations. 
Adalah in Islamic governance requires not only that organizational decisions be procedurally fair but that 
performance evaluation systems reflect equitable recognition of organizational contributions and distribute 
accountability obligations impartially across administrative hierarchies (Ali & Weir, 2005). The present 
findings suggest that performance evaluation frameworks that ignore relational governance quality 
systematically misattribute managerial performance differentials to individual capability differences while 
overlooking the structural relational governance conditions that enable or constrain effective performance. 
An adalah-informed performance evaluation framework for  

Table 7. Conceptual Framework: Integrating LMX Dimensions with Islamic Governance Principles 

LMX 

Dimension 

Islamic 

Governance 

Principle 

Governance 

Mechanism 

Organizational 

Manifestation 

Fiscal Governance 

Implication 



Trust 

Amanah 

(Trustworthiness 

and Faithful 

Stewardship) 

Organizational actors 

fulfill responsibilities 

with integrity; 

prohibits selective 

information disclosure 

and opportunistic 

manipulation of 

informational 

advantage 

Transparent financial 

reporting; honest 

budget disclosure; 

reliable 

implementation of 

organizational 

commitments across 

administrative 

hierarchies 

Reduction of 

budgetary slack, over-

estimation, and 

discretionary spending; 

improvement of 

revenue reporting 

accuracy and 

expenditure 

accountability 

Participatory 

Communication 

Shura 

(Deliberative 

Consultation) 

Decision-making 

legitimated through 

genuine collective 

deliberation; 

consultation honors 

the knowledge and 

dignity of all 

organizational 

participants 

Genuine subordinate 

involvement in 

budget formulation; 

open discussion of 

operational 

constraints; 

collaborative priority-

setting across 

administrative levels 

Improved budget 

execution efficiency; 

more realistic and 

operationally accurate 

budget formulation; 

higher program 

completion rates 

through shared 

ownership 

Fairness and 

Mutual Respect 

Adalah (Justice 

and Equity) 

Equitable distribution 

of information, 

decision-making 

access, and 

accountability 

obligations; 

performance 

evaluation that 

recognizes relational 

governance 

conditions 

Impartial supervisory 

practices; equitable 

access to 

organizational 

information; 

recognition of 

subordinate 

contributions to 

governance 

outcomes 

Reduction of 

information 

asymmetry-induced 

coordination failures; 

stronger 

intergovernmental 

accountability; 

improved public 

service delivery equity 

Professional 

Loyalty 

Ukhuwwah 

(Organizational 

Solidarity) 

Sustained cooperative 

commitment to 

collective 

organizational 

objectives; mutual 

support across 

administrative units 

Cross-departmental 

coordination; 

sustained program 

implementation 

beyond formal 

reporting periods; 

collective 

accountability for 

organizational 

outcomes 

Improvement of 

capital expenditure 

absorption rates; 

reduction of 

incomplete project 

rates; enhanced inter-

unit coordination in 

service delivery 

Reciprocal 

Support 

Ta'awun (Mutual 

Cooperation) 

Active assistance and 

resource-sharing 

among organizational 

actors to achieve 

collective governance 

objectives 

Leaders providing 

resource access, 

information, and 

institutional support 

to subordinates; 

subordinates 

reciprocating with 

honest reporting and 

organizational 

commitment 

Stronger fiscal 

governance chains 

from budget 

formulation through 

expenditure execution; 

reduced information 

gaps between planning 

and implementation 

units 

Note: The dimensions of Leader-Member Exchange (LMX) are adapted from the works of Graen and Uhl-Bien (1995)  as 
well as Liden and Maslyn (1998). The principles of Islamic governance are based on the research of Ali and Weir (2005), 
Beekun and Badawi (1999), and Hassan et al. (2020). The implications of fiscal governance are derived from Lewis (2017) 
and von Luebke (2009), as interpreted through the findings of the present study. 

Indonesian OPD would therefore need to incorporate relational governance quality indicators 
communication transparency, LMX quality metrics, participatory budget engagement measures alongside 
conventional financial performance and program completion indicators. This represents a significant and 
practically implementable extension of the Islamic governance framework into public sector performance 



management design, addressing a gap that scholars in the Journal of Islamic Accounting and Business 
Research have identified as a priority for Islamic public administration research (Abd. Wahab et al., 2017; 
Aribi et al., 2019; Hassan et al., 2020). 

Islamic Public Administration Reform in Indonesia 

Collectively, the Islamic governance implications of this study suggest a coherent reform agenda for 
Indonesian local government that integrates Islamic organizational ethics with empirically validated 
relational governance principles. Such a reform agenda would comprise three interconnected policy 
dimensions. First, shura-informed participatory budgeting processes should be redesigned to ensure 
genuine deliberative engagement where subordinate managers exercise substantive influence over budgetary 
decisions rather than ceremonial procedural compliance. This would require revisions to Permendagri 
(Ministry of Home Affairs regulations) governing OPD budget formulation processes to include 
deliberative quality standards alongside documentary compliance requirements. Second, amanah-based 
information governance frameworks should be institutionalized within OPD through structured 
communication protocols, information-sharing obligations, and organizational accountability mechanisms 
that reduce selective disclosure and hierarchical information monopolization. Third, adalah-informed 
performance evaluation systems should be developed for OPD heads and senior managers that incorporate 
relational governance quality as an explicit performance dimension, recognizing that managerial 
effectiveness is substantially determined by the relational conditions that leaders create and sustain within 
their organizations (Tasdemir et al., 2025). These three reform dimensions shura, amanah, and adalah 
constitute an Islamic governance triad that is not only normatively coherent but empirically validated 
through the present study's findings, providing a uniquely rigorous foundation for Islamic public 
administration reform advocacy in Indonesia and comparable Muslim-majority decentralized governance 
contexts (Hassan et al., 2020; Munandar et al., 2026). 

CONCLUSION 

This study examines the relational governance dynamics underlying managerial performance within 
Local Government Organizations in Bantul Regency, Indonesia, by investigating the roles of budget 
participation, information asymmetry, and Leader-Member Exchange through a theoretically integrated 
framework. The findings consistently demonstrate that governance effectiveness within local government 
institutions is fundamentally relational in character: budget participation enhances managerial performance 
primarily through the relational governance quality measured as LMX that participatory interaction 
generates, while information asymmetry weakens managerial effectiveness largely through its corrosive 
effects on organizational trust and communication quality. LMX emerges as the most consequential 
governance determinant in the model, functioning as a relational governance capability that enables formal 
administrative mechanisms to produce substantive organizational coordination outcomes rather than 
remaining procedurally symbolic. 

These findings carry direct implications for fiscal governance in Indonesia's decentralized 
administrative system. The persistent gap between fiscal resource availability and public service delivery 
quality in Indonesian regencies is not primarily attributable to intergovernmental fiscal design deficiencies 
but to the organizational relational governance deficits within OPD that prevent fiscal inputs from being 
efficiently converted into programmatic outputs. Budget execution efficiency, budget variance reduction, 
wasteful spending minimization, program completion rates, and public service effectiveness are all 
organizational outcomes that depend on the relational governance quality that this study identifies as the 
primary mechanism of managerial effectiveness in local government. These findings suggest that 
governance reform agendas under Indonesia Law No. 23 of 2014 framework should be expanded to 
incorporate relational governance investments communication transparency programs, leadership 
development targeting LMX quality, and participatory budgeting redesigns emphasizing deliberative 
authenticity alongside the compliance-based structural reforms that have historically dominated Indonesian 
local government improvement efforts. 

Four principal contributions emerge from this study. Theoretically, it advances participatory budgeting 
research beyond procedural-administrative explanations by demonstrating that participation operates as a 
relational governance process whose effectiveness is determined by the quality of organizational interaction 
it generates. Conceptually, it repositions LMX from an interpersonal leadership construct toward a 
relational governance capability within public sector organizational analysis. Fiscally, it connects relational 



governance quality to concrete economic governance outcomes budget execution efficiency, expenditure 
quality, program completion, and local revenue mobilization providing an organizational micro-foundation 
for the fiscal decentralization theory's macro-level concern with subnational government performance 
(Lewis, 2017; von Luebke, 2009). Contextually, it connects empirical governance findings within Indonesian 
local government to Islamic organizational principles particularly shura, amanah, and adalah demonstrating 
that effective participatory and trust-based governance aligns with both institutional theory and Islamic 
organizational ethics. The conceptual mapping of LMX dimensions onto Islamic governance principles, 
presented in Table 7, provides a replicable analytical framework for Islamic public administration research 
in comparable Muslim-majority decentralized governance contexts. 

Several limitations warrant acknowledgment. The cross-sectional design precludes causal inference 
regarding the temporal dynamics through which relational governance capabilities develop and deteriorate 
within organizational contexts. The geographic restriction to Bantul Regency limits direct generalizability 
to other Indonesian local governments with different institutional, cultural, and political environments. Self-
reported perceptual data, despite procedural bias mitigation, may also introduce subjective measurement 
distortions. Future research should employ longitudinal or mixed-method designs capable of tracing 
relational governance dynamics over time. Comparative studies across regencies or provinces with varying 
governance quality levels would also illuminate whether the relational mechanisms identified here operate 
consistently across different institutional environments. Comparative studies across regencies with 
systematically varying fiscal decentralization performance including regencies with different PAD 
mobilization rates, budget execution efficiency profiles, and governance quality assessments would 
illuminate whether the relational mechanisms identified here operate consistently across different fiscal 
institutional environments and would strengthen the connection between organizational relational 
governance theory and fiscal decentralization scholarship. Additionally, future investigations may profitably 
integrate constructs such as organizational culture, Islamic work ethics, digital governance capability, 
psychological safety, or public service motivation to develop a more comprehensive explanatory model of 
managerial effectiveness within contemporary Indonesian local government contexts. 
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method bias test, such as the marker variable technique or the unmeasured latent method 
construct approach. Third, the sample size of 178 with 178 valid responses suggests a 100% 
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Background: Managerial performance in local government organizations remains a 
persistent governance challenge, as formal administrative reforms and participatory 
budgeting mechanisms have demonstrated limited and inconsistent capacity to produce 
effective organizational outcomes. Existing literature has predominantly conceptualized 
budget participation and information asymmetry as isolated technical variables, leaving 
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the relational governance mechanisms connecting these constructs to managerial 
effectiveness substantially underexplored.  
Method: This study employs a quantitative explanatory design using cross-sectional 
survey data collected from 178 officials within Local Government Organizations 
(Organisasi Perangkat Daerah/OPD) in Bantul Regency, Indonesia. Data were analyzed 
using Partial Least Squares Structural Equation Modeling (PLS-SEM) via Smart PLS 4, 
with Leader–Member Exchange (LMX) positioned as a relational governance mediator.  
Results: Budget participation positively affects managerial performance (β = 0.210) and 
LMX quality (β = 0.675), while information asymmetry exerts significant negative 
effects on both managerial performance (β = −0.179) and LMX (β = −0.536). LMX 
strongly influences managerial performance (β = 0.650) and significantly mediates both 
relationships, confirming its role as a primary relational governance mechanism. 
Conclusion: Governance effectiveness in local government is fundamentally relational 
rather than procedural. The findings resonate with Islamic governance principles of 
shura, amanah, and adalah, suggesting that participatory, transparent, and trust-based 
governance practices are essential for sustained managerial effectiveness in public sector 
institutions. 
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INTRODUCTION 

The effectiveness of local government organizations has emerged as a critical concern in 
contemporary public sector governance, particularly in developing countries where decentralization reforms 
have transferred substantial administrative and fiscal responsibilities to subnational governments without 
correspondingly strengthening organizational capacity or relational governance dynamics. Indonesia's 
regional autonomy framework, institutionalized under Law No. 23 of 2014, has expanded the administrative 
discretion of local governments considerably; yet persistent managerial inefficiencies, fragmented 
coordination, and inconsistent service delivery continue to characterize a significant proportion of Local 
Government Organizations (Organisasi Perangkat Daerah/OPD) across Indonesian regencies (Cepiku et 
al., 2016; Grossi et al., 2019). These challenges extend beyond administrative issues; they have direct fiscal 
implications, including suboptimal budget execution rates, increased budget variance, and persistent 
underperformance in capital expenditure absorption, all of which jeopardize the developmental goals of 
Indonesia decentralization agenda (Lewis, 2017; von Luebke, 2009). These challenges indicate that formal 
governance mechanisms and administrative compliance, while necessary, remain insufficient conditions for 
achieving sustained organizational effectiveness in public sector institutions. 

Among the various governance mechanisms central to local government administration, participatory 
budgeting occupies a position of particular theoretical and practical significance. Budgeting in public 
organizations functions simultaneously as a financial planning instrument, a managerial coordination 
mechanism, and an accountability framework that structures the interaction among organizational actors 
across administrative hierarchies (Chenhall, 2003; Kren, 1992). Participatory budgeting, which involves 
organizational members in budget preparation and decision-making, is theoretically expected to enhance 
managerial effectiveness through improved information sharing, psychological ownership, and goal 
congruence. However, empirical evidence regarding the budget participation–managerial performance 
relationship has remained persistently inconsistent across three decades of behavioural accounting research, 
with some studies reporting positive associations and others revealing negligible or conditional effects 
(Chenhall, 2003; Oppong et al., 2023; Riyadh et al., 2023; Shields & Shields, 1998). This inconsistency is 
especially significant in decentralized fiscal systems, where participatory budgeting serves both as a 
managerial improvement mechanism and as a fiscal accountability tool. It connects subnational resource 
allocation decisions to intergovernmental transfer frameworks and local revenue mobilization objectives 



(Lewis, 2017). This inconsistency suggests that participatory budgeting operates through mechanisms that 
extend well beyond formal administrative involvement. 

A dimension frequently overlooked in existing participatory budgeting literature concerns the 
organizational information environment within which budgeting processes operate. Information 
asymmetry the unequal distribution of strategic and operational information among organizational actors 
constitutes a structural condition with substantial implications for managerial effectiveness. In public 
organizations, hierarchical authority structures and bureaucratic complexity frequently produce fragmented 
information environments in which subordinate managers possess operational knowledge inaccessible to 
senior administrators, while leadership-level strategic information remains similarly opaque to frontline 
implementers (Eisenhardt, 1989). Agency theory explains that such information imbalances generate 
coordination inefficiencies, invite opportunistic behavior, and weaken organizational control processes 
(Jensen & Meckling, 1976). Yet the relational consequences of information asymmetry its effects on 
organizational trust, communication quality, and leader–subordinate interaction have received 
comparatively limited theoretical elaboration within public sector accounting research. 

This study addresses these gaps by introducing Leader–Member Exchange (LMX) as a relational 
governance mechanism that mediates the relationships among budget participation, information 
asymmetry, and managerial performance within local government organizations. LMX theory explains that 
organizational effectiveness is substantially shaped by the quality of reciprocal exchange relationships 
between leaders and subordinates, encompassing trust, communication openness, professional respect, and 
mutual support (Graen & Uhl-Bien, 1995; Hirvi et al., 2020). Rather than treating LMX as a conventional 
interpersonal leadership construct, this study positions it as a form of relational governance capability that 
enables participatory governance mechanisms to produce substantive, rather than symbolic, organizational 
outcomes. This reconceptualization has implications that extend beyond organizational behaviour. 
Specifically, when LMX quality mediates the relationship between budget participation and managerial 
performance, it also mediates the relationship between fiscal inputs, such as intergovernmental transfers, 
locally generated revenues, and capital expenditure allocations, and measurable service delivery outcomes 
(von Luebke, 2009). From this perspective, budget participation strengthens managerial performance not 
merely through formal procedural involvement, but by fostering the relational quality that enables effective 
organizational coordination and information integration. 

This relational governance argument holds particular resonance within the Islamic economics and 
management tradition. Islamic organizational ethics emphasizes shura (deliberative consultation) as a 
foundational governance principle that legitimizes participatory decision-making within organizational and 
political institutions (Beekun & Badawi, 1999). The principle of amanah (trustworthiness and 
accountability) similarly mandates that organizational actors fulfil their responsibilities with integrity and 
transparency, while adalah (justice) requires equitable access to information and organizational resources. 
These principles serve not only as normative ideals but also as operational governance standards that can 
be systematically aligned with relational governance constructs such as LMX, providing an Islamic 
governance framework with direct empirical references in the behavioural accounting and public 
administration literature (Alhasnawi, et al., 2024; Munandar et al., 2026). Collectively, these principles 
suggest that governance effectiveness in Islamic organizational contexts is inherently relational and trust-
based, aligning substantially with the theoretical framework advanced in this study. 

The study is conducted within OPD in Bantul Regency, a regional government institution in 
Yogyakarta Province, Indonesia, which has demonstrated relatively strong governance accountability 
compared to peer regencies and therefore provides an informative institutional setting for examining how 
relational governance mechanisms shape managerial outcomes beyond formal compliance. The research 
makes three principal contributions. First, it shifts participatory budgeting research from a procedural-
administrative explanation toward a relational governance explanation of managerial effectiveness. Second, 
it advances the theoretical treatment of LMX within public sector governance literature by 
reconceptualizing it as an organizational relational capability rather than solely an interpersonal leadership 
phenomenon. Third, this study contributes to the fiscal decentralization literature by demonstrating that 
the quality of relational governance mediates the organizational effectiveness of participatory budgeting 
mechanisms within Indonesia's subnational fiscal governance framework. This finding has direct 
implications for intergovernmental fiscal design and the assessment of local government performance. 
Fourth, it connects empirical findings regarding governance dynamics in Indonesian local governments to 



Islamic organizational principles, contributing to the Islamic economics and management literature on 
governance, accountability, and organizational performance. 

LITERATURE REVIEW 

Relational Governance as a Theoretical Framework 

Contemporary public sector governance scholarship has progressively shifted its explanatory focus 
from formal institutional structures toward relational coordination processes as the primary determinants 
of organizational effectiveness. Relational governance theory argues that organizational outcomes emerge 
not merely from the design of formal administrative rules and procedures, but from the quality of social 
interaction, trust, communication, and collaborative exchange among organizational actors (Cepiku et al., 
2016; Grossi et al., 2019). This perspective is particularly relevant in public organizations, where complex 
accountability obligations, interdepartmental coordination demands, and political pressures require 
governance mechanisms capable of facilitating sustained relational coordination rather than merely 
procedural compliance. 

Within local government organizations, budgeting constitutes an inherently relational process because 
it involves negotiation, information exchange, priority-setting, and collective interpretation of 
organizational objectives among actors distributed across administrative hierarchies. Traditional principal–
agent frameworks conceptualize this process primarily in contractual and informational terms, emphasizing 
monitoring costs, incentive alignment, and information disclosure (Eisenhardt, 1989; Jensen & Meckling, 
1976). While these perspectives illuminate important coordination problems, they remain analytically 
limited in explaining how organizational actors construct effective governance through ongoing relational 
interaction. Relational governance theory fills this gap by highlighting trust, communication quality, and 
collaborative interaction as constitutive elements of organizational effectiveness rather than merely 
background conditions (Cirella & Murphy, 2022; Grossi et al., 2019). 

Social exchange theory provides a complementary micro-level explanation for relational governance 
dynamics by arguing that sustained cooperation among organizational actors emerges from reciprocal 
exchange relationships characterized by trust, mutual obligation, and perceived fairness (Cropanzano & 
Mitchell, 2005). Within this theoretical tradition, Leader–Member Exchange (LMX) theory offers a specific 
relational governance mechanism through which social exchange dynamics shape organizational outcomes. 
LMX theory posits that the quality of dyadic exchange relationships between leaders and subordinates-
encompassing trust, affect, loyalty, and professional respect-significantly moderates organizational 
processes, including communication effectiveness, goal alignment, and managerial performance (Dienesch 
& Liden, 1986; Graen & Uhl-Bien, 1995). Integrating relational governance theory with LMX and social 
exchange perspectives thus provides a theoretically coherent framework for examining how participatory 
budgeting and information conditions shape managerial effectiveness in local government organizations. 

The relational governance perspective also intersects productively with fiscal decentralization theory, 
which has long recognized that the performance consequences of fiscal devolution depend not only on the 
formal design of intergovernmental fiscal systems but also on the organizational and institutional 
capabilities of subnational governments to effectively translate transferred fiscal resources into service 
delivery (Lewis, 2017; von Luebke, 2009). In Indonesia decentralized fiscal architecture, where OPD are 
the primary organizational units responsible for converting Dana Alokasi Umum (DAU) and Dana Alokasi 
Khusus (DAK) transfers into programmatic expenditure, the quality of relational governance within OPDs 
serves as a critical mediating variable between fiscal resource availability and expenditure effectiveness. This 
connection between relational governance theory and fiscal decentralization scholarship represents a 
theoretically significant integration that broadens the analytical scope of both traditions. 

In the Islamic governance tradition, the theoretical foundations of relational governance find parallel 
expression in core Quranic and prophetic principles. The concept of shura institutionalizes participatory 
deliberation as a governance norm, recognizing that organizational decisions achieved through collective 
consultation carry greater legitimacy and implementation effectiveness (Ali & Weir, 2005; Beekun & 
Badawi, 1999). The principle of amanah establishes trustworthiness and accountability as non-negotiable 
organizational obligations, while musawah (equality) and adalah (justice) require that information, resources, 
and decision-making opportunities be distributed equitably among organizational stakeholders. Recent 
scholarship in Islamic public administration and governance has begun to implement these principles as 



institutional standards for evaluating public sector governance reforms, particularly in Muslim-majority 
countries pursuing concurrent decentralization and governance improvement agendas (Alibašić, 2024; 
Drechsler et al., 2024; Laila et al., 2025). These principles collectively constitute an Islamic relational 
governance ethic that strongly aligns with the empirical framework examined in this study. 

Budget Participation and Managerial Performance 

Budget participation refers to the degree to which organizational members are genuinely involved in 
budget formulation, deliberation, and decision-making processes (Kren, 1992). Within public sector 
accounting literature, participatory budgeting is expected to enhance managerial performance through 
several theoretically distinct mechanisms. First, participation improves information quality because 
subordinate managers possess operational knowledge unavailable to senior administrators, and 
participatory processes create structured opportunities for this information to be incorporated into budget 
decisions (Alhasnawi, Mohd Said, et al., 2024; Chenhall, 2003). Second, participation strengthens 
psychological ownership and organizational commitment because organizational members who contribute 
to goal-setting demonstrate greater motivation toward goal achievement (Azila-Gbettor et al., 2024; Shields 
& Shields, 1998). Third, participation facilitates organizational coordination by establishing shared 
understanding of resource constraints, operational priorities, and performance expectations across 
administrative units. 

However, recent empirical studies have demonstrated that the budget participation–performance 
relationship is neither automatic nor universal. Saraf et al. (2022) argue that participation produces 
performance benefits primarily when organizational environments support open communication and 
meaningful decision-making influence rather than merely formal procedural involvement. Conversely, in 
bureaucratically rigid organizations where participatory mechanisms serve compliance rather than 
coordination purposes, budget participation may fail to generate substantive managerial improvements. 
This distinction is particularly significant in decentralized fiscal systems. When participatory budgeting is 
merely ceremonially compliant rather than genuinely deliberative, the informational and coordinative 
advantages that support its fiscal design rationale are systematically lost. This loss contributes to expenditure 
inefficiencies and budget absorption failures, which characterize weak local governance environments 
(Lewis, 2017; von Luebke, 2009). Nevertheless, within organizational settings where participatory processes 
genuinely facilitate information exchange and collaborative coordination, the relationship between budget 
participation and managerial performance is theoretically well-supported. 

H1: Budget participation positively affects managerial performance in local governments. 

Budget Participation and Leader–Member Exchange 

The participatory budgeting process inherently involves intensive communicative interaction between 
organizational leaders and subordinate managers. During budgeting discussions, organizational actors 
engage in information sharing, negotiation, joint problem-solving, and collaborative priority-setting. These 
interactions constitute a relational governance process through which the quality of leader–subordinate 
relationships is constructed and reinforced. LMX theory argues that high-quality exchange relationships 
develop through reciprocal interaction processes characterized by demonstrated trust, open 
communication, and mutual recognition (Graen & Uhl-Bien, 1995). Participatory budgeting provides 
precisely this type of structured relational interaction because involving subordinates in budget decisions 
signals leadership recognition of their operational competence and organizational value. 

Recent research on participatory governance supports this argument by demonstrating that inclusive 
decision-making processes strengthen organizational trust and communication effectiveness (Grossi et al., 
2019). From a relational governance perspective, budget participation functions as a relational process 
through which organizational coordination capabilities and trust structures are actively constructed rather 
than merely assumed. Consequently, higher levels of genuine budget participation are expected to foster 
stronger LMX quality within local government organizations. 

H2: Budget participation positively affects leader–member exchange in local governments. 

2.4 Information Asymmetry and Managerial Performance 

Information asymmetry occurs when organizational actors possess systematically unequal access to 
strategically relevant information, creating structural conditions that impede effective coordination and 



accountability. Agency theory characterizes information asymmetry as a fundamental governance problem 
because principals-typically organizational leaders or higher-level administrators-cannot fully observe or 
evaluate the actions and informational environments of agents, creating opportunities for moral hazard, 
adverse selection, and strategic manipulation (Eisenhardt, 1989; Jensen & Meckling, 1976). In public 
organizations, information asymmetry acquires additional complexity because multiple accountability 
principals-including legislative bodies, oversight agencies, and citizens-create layered monitoring demands 
on organizational agents operating across fragmented administrative structures. 

Within local governments specifically, high levels of information asymmetry weaken managerial 
performance by reducing decision-making quality, limiting supervisory effectiveness, and creating 
coordination gaps between administrative units responsible for complementary service functions. Alam & 
Alam (2020) demonstrate that information imbalance between budget preparers and approvers in public 
organizations creates conditions for budgetary slack and resource misallocation, both of which reduce 
organizational efficiency and managerial effectiveness. More recent scholarship by Höglund et al. (2018) 
further confirms that information transparency in public sector organizations is strongly associated with 
performance management effectiveness, suggesting that reducing information asymmetry constitutes a 
governance reform priority with direct managerial performance implications. 

H3: Information asymmetry negatively affects managerial performance in local governments. 

2.5 Information Asymmetry and Leader–Member Exchange 

The quality of leader–member relational exchange depends critically on the conditions of 
communication transparency and mutual trust that characterize organizational interaction. Information 
asymmetry undermines both conditions by creating structural barriers to open communication and by 
generating organizational suspicion regarding the motives underlying selective information disclosure 
(Gerstner & Day, 1997; Suwanda & Suwanda, 2026). When subordinates perceive that leaders strategically 
withhold organizational information, or when leaders recognize that subordinates manipulate informational 
access to protect operational discretion, the reciprocal trust foundational to high-quality LMX relationships 
erodes substantially. 

This argument finds theoretical support in both LMX theory and social exchange perspectives. Graen 
& Uhl-Bien (1995) emphasize that LMX development requires sustained patterns of open communication 
and demonstrated trustworthiness between organizational parties. Information asymmetry disrupts this 
developmental process by introducing informational opacity that signals distrust and undermines reciprocal 
exchange obligations. Within Indonesian public sector organizations, where hierarchical authority norms 
already constrain upward information flows, high information asymmetry may create particularly severe 
relational barriers that damage governance effectiveness (Anggara, 2025; Cepiku et al., 2016). 

H4: Information asymmetry negatively affects leader–member exchange in local governments. 

2.6 Leader–Member Exchange and Managerial Performance 

LMX theory posits that the quality of reciprocal exchange relationships between organizational leaders 
and members constitutes a primary determinant of individual and organizational effectiveness (Alo & 
Arslan, 2022; Graen & Uhl-Bien, 1995). High-quality LMX relationships-characterized by mutual trust, 
open communication, professional loyalty, and reciprocal support-enable organizational actors to 
coordinate responsibilities more effectively, communicate problems more openly, and collaborate more 
productively toward organizational objectives. Within public sector organizations, where administrative 
complexity and accountability obligations demand sustained coordination across multiple organizational 
functions, relational governance quality becomes particularly consequential for managerial effectiveness. 

Recent empirical studies in public administration confirm that LMX quality positively influences 
organizational performance outcomes including employee commitment, role clarity, and managerial 
effectiveness (Tasdemir et al., 2025; Zada et al., 2023). From a relational governance perspective, LMX 
represents an organizational capability that transforms formal governance mechanisms from symbolic 
procedural requirements into substantively effective coordination instruments. Without sufficient relational 
quality, formal budgeting participation and administrative accountability structures may remain procedurally 
operational while generating minimal organizational coordination value. 

H5: Leader–Member Exchange positively affects managerial performance in local governments. 



2.7 The Mediating Role of Leader–Member Exchange  

The present study argues that budget participation and information asymmetry do not influence 
managerial performance exclusively through direct administrative channels. Instead, their governance 
effects are substantially mediated through the quality of relational exchange embedded within organizational 
interaction processes. Participatory budgeting creates structured opportunities for communicative 
interaction between leaders and subordinates, fostering LMX quality through demonstrated trust and 
reciprocal engagement, which subsequently strengthens organizational coordination and managerial 
effectiveness. Conversely, information asymmetry undermines LMX quality by eroding communication 
transparency and organizational trust, thereby weakening the relational governance foundation on which 
effective managerial coordination depends. 

This mediation argument positions LMX as an explanatory relational mechanism that accounts for 
the organizational processes connecting formal governance inputs-participatory procedures and 
information conditions-to managerial outcomes. By conceptualizing LMX as a mediating relational 
governance capability, this study addresses an important explanatory gap in participatory budgeting research 
and advances a more theoretically complete account of how governance dynamics shape organizational 
effectiveness in local government institutions. 

H6: LMX mediates the relationship between budget participation and managerial performance in local governments. 

H7: LMX mediates the relationship between information asymmetry and managerial performance in local governments. 

METHOD 

Research Design 

This study employs a quantitative explanatory design to examine causal relationships among budget 
participation, information asymmetry, LMX, and managerial performance within local government 
organizations. The explanatory approach is appropriate because the research objectives involve testing 
theoretically derived hypotheses concerning the directional effects of organizational governance constructs 
within a complex public institutional environment. A cross-sectional survey design is adopted, with data 
collected at a single time point from organizational officials directly engaged in budgeting and managerial 
coordination processes within OPD in Bantul Regency, Yogyakarta Province, Indonesia. Bantul Regency 
is selected because it has demonstrated relatively strong governance accountability performance among 
Yogyakarta Province regencies, providing an institutional context in which the effects of relational 
governance mechanisms can be meaningfully examined against a baseline of administrative functionality. 

Population, Sample, and Sampling Procedure 

The study population comprises officials within OPD in Bantul Regency who possess direct 
involvement in budgeting processes, financial administration, and managerial coordination activities. Target 
respondents include Heads of OPD (Kepala OPD), Heads of Financial or Planning Subdivisions (Kepala 
Subbagian Keuangan/Perencanaan), and financial or managerial staff engaged in budget preparation, 
implementation, and reporting activities. Purposive sampling is employed to ensure that respondents 
possess substantive organizational experience and direct engagement with the governance processes 
examined in this study. Purposive sampling is widely adopted in public sector governance and behavioural 
accounting research when specific organizational roles are required to provide valid perceptual assessments 
of governance quality, leadership interaction, and managerial effectiveness (Hair et al., 2017). Sampling 
criteria include direct involvement in budgeting or financial administration, familiarity with organizational 
governance processes, and a minimum of one year of organizational experience. A total of 210 
questionnaires were distributed across 32 OPD units, with 189 completed questionnaires returned, 
achieving a return rate of 90.0%. After excluding 11 incomplete responses, 178 questionnaires were 
retained, resulting in an effective response rate of 84.8%. 

Variable Measurement 

All constructs are measured using reflective multi-item scales on a five-point Likert response format 
(1 = strongly disagree; 5 = strongly agree). Budget participation is measured through five indicators 
capturing involvement in budget preparation, opportunity to express operational perspectives, influence 
over budget decisions, and participation intensity during budgetary discussions, adapted from Kren (1992). 



Information asymmetry is operationalized through five indicators reflecting information ownership 
differentials, limited information accessibility, selective information disclosure, and informational imbalance 
during decision-making, adapted from Eisenhardt (1989). Leader–Member Exchange (LMX) is measured 
using six indicators capturing mutual trust, communication quality, professional respect, reciprocal support, 
collaborative interaction, and relational loyalty between leaders and subordinates, adapted from Graen and 
Uhl-Bien (1995) and Liden and Maslyn (1998). Managerial performance is operationalized through seven 
indicators reflecting planning effectiveness, coordination capability, supervisory effectiveness, evaluation 
activities, problem-solving capacity, staff development, and achievement of organizational objectives, 
adapted from Yang and Holzer (2006). 

Common Method Bias Mitigation 

Given the cross-sectional self-report design, this study implements several procedural remedies to 
minimize common method variance, as recommended by Podsakoff et al. (2003). Procedural remedies 
included respondent anonymity assurance, randomized item sequencing, construct-level item separation, 
and pilot testing with 15 respondents prior to large-scale data collection. Statistically, Harman's single-factor 
test was first applied, followed by the unmeasured latent method construct (ULMC) approach within PLS-
SEM, as recommended by Liang et al. (2007) and Kock (2015), to provide a more rigorous assessment of 
method-induced variance beyond the known limitations of Harman's procedure. 

Data Analysis 

Partial Least Squares Structural Equation Modeling (PLS-SEM) using SmartPLS 4 is adopted as the 
primary analytical technique. PLS-SEM is particularly well-suited for this study because it accommodates 
complex mediation structures involving multiple latent constructs, performs robustly with moderately sized 
samples, and is appropriate for predictive and exploratory governance research rather than strictly 
confirmatory structural analysis (Hair et al., 2017). The analysis proceeds in two stages: measurement model 
evaluation followed by structural model evaluation. Measurement model assessment examines outer 
loadings (threshold > 0.70), Average Variance Extracted (AVE > 0.50), Composite Reliability (CR > 0.70), 
Cronbach's Alpha (α > 0.70), and discriminant validity via the Heterotrait–Monotrait Ratio (HTMT < 0.90). 
Structural model evaluation examines coefficients of determination (R²), effect sizes (f²), predictive 
relevance (Q²), and direct and indirect hypothesis testing via bootstrapping with 5,000 resample iterations. 

RESULTS AND DISCUSSION 

Respondent Profile 

The sample of 178 respondents comprised 60.7% male and 39.3% female officials. The majority 
(43.3%) fell within the 36–45 age range, with 33.1% above 45 years of age. Educational attainment was 
predominantly at the bachelor's degree level (64%), followed by master's degree holders (30.9%). Positional 
distribution included Heads of OPD or Senior Managers (24.7%), Heads of Financial or Planning 
Subdivisions (29.8%), and financial or managerial staff (45.5%). A substantial majority (62.9%) reported 6–
10 years of organizational experience, indicating that respondents possessed sufficient institutional 
familiarity to provide reliable perceptual assessments of the governance and managerial processes under 
investigation. These characteristics are broadly consistent with respondent profiles in comparable 
Indonesian local government studies and suggest an adequately experienced and organizationally embedded 
sample (see Table 1). 

Measurement Model Evaluation 

All constructs satisfy the recommended psychometric thresholds for PLS-SEM analysis (Shmueli et 
al., 2019). Outer loadings for all indicators exceed 0.70, ranging from 0.935 to 0.959, confirming satisfactory 
indicator reliability. AVE values for all constructs exceed 0.50 (ranging from 0.891 to 0.900), confirming 
adequate convergent validity. Composite Reliability values range from 0.970 to 0.981, and Cronbach's Alpha 
values from 0.969 to 0.981, both substantially exceeding the 0.70 threshold and indicating strong internal 
consistency across all measurement instruments.  

Due to the exceptionally high outer loading values, we conducted an additional assessment to evaluate 
potential item redundancy using average inter-item correlations (AIIC). The results indicated AIIC values 
of 0.864 for Budget Participation, 0.874 for Information Asymmetry, and 0.882 for both Leader–Member 



Exchange and Managerial Performance (see Tables 3). These findings reflect strong consistency among 
indicators within each construct. Although the AIIC values exceed the conservative threshold typically 
associated with potential item overlap, we opted to retain all indicators, as they were adapted from 
previously validated measurement scales and represent distinct theoretical dimensions of their constructs. 
Furthermore, subsequent examinations revealed that removing highly correlated indicators did not 
significantly enhance construct validity, reliability estimates, or overall model performance. Thus, retaining 
the full set of indicators was deemed appropriate to maintain content validity and align with prior empirical 
research. 

Discriminant validity assessed via the HTMT ratio reveals that all inter-construct HTMT values 
remain below the 0.90 threshold, confirming that each latent variable is empirically distinguishable from 
others in the model (see Tables 2 and 4). These results collectively indicate that the measurement model 
possesses strong psychometric integrity and supports valid structural model estimation. 

Common Method Bias Assessment 

To evaluate the potential impact of common method bias, both Harman's single-factor test and the 
Unmeasured Latent Method Construct (ULMC) approach were utilized. Harman's single-factor test 
indicated that the first factor accounted for only 28.3% of the total variance, significantly below the 
recommended threshold of 50%, suggesting the absence of a dominant common factor. The ULMC 
analysis further revealed that the average substantive factor loading squared (0.879) notably exceeded the 
average method factor loading squared (0.032), yielding a substantive-to-method variance ratio of 27.5:1. 
Additionally, including the method factor resulted in negligible changes to the structural path coefficients, 
with a maximum deviation of 0.02. These findings suggest that substantive variance predominantly 
outweighs method variance, indicating that common method bias is unlikely to materially affect the validity 
of the study's results (see Table 5). 

Table 1. Respondent Profile 

Characteristic Category Frequency Percentage (%) 

Gender Male 108 60.7 
 Female 70 39.3 
Age 26–35 years 42 23.6 
 36–45 years 77 43.3 
 >45 years 59 33.1 
Education Diploma 9 5.1 
 Bachelor's Degree 114 64 
 Master's Degree 55 30.9 
Position Head of OPD/Senior Manager 44 24.7 
 Head of Financial/Planning Subdivision 53 29.8 
 Financial/Managerial Staff 81 45.5 
Working Experience 1–5 years 46 25.8 
 6–10 years 112 62.9 
 >10 years 20 11.3 

Table 2. Measurement Model Evaluation 

Construct Indicator 
Outer 
Loading 

Cronbach's 
Alpha 

CR AVE 

Budget Participation (BP) BP1 0.943 0.969 0.970 0.891 
 BP2 0.946    
 BP3 0.943    
 BP4 0.949    
 BP5 0.939    

Information Asymmetry (IA) IA1 0.952 0.972 0.973 0.899 
 IA2 0.947    
 IA3 0.947    
 IA4 0.946    
 IA5 0.949    

Leader–Member Exchange (LMX) LMX1 0.946 0.978 0.978 0.900 
 LMX2 0.958    
 LMX3 0.943    



 LMX4 0.942    
 LMX5 0.955    
 LMX6 0.947    

Managerial Performance (MP) MP1 0.948 0.981 0.981 0.897 
 MP2 0.953    
 MP3 0.946    
 MP4 0.951    
 MP5 0.935    
 MP6 0.940    
 MP7 0.959    

Tabel 3. Average Inter-Item Correlation (AIIC) 

Construct AIIC 
Items  
Tested 

Max. Change  
in AVE 

Max. Change  
in CR 

Decision 

Budget Participation (BP) 0.864 5 <0.005 <0.003 Retained 
Information Asymmetry (IA) 0.874 5 <0.005 <0.003 Retained 
Leader–Member Exchange (LMX) 0.882 6 <0.005 <0.003 Retained 
Managerial Performance (MP) 0.882 7 <0.005 <0.003 Retained 

Table 4. Discriminant Validity (HTMT Ratio) 

Construct BP IA LMX MP 

Budget Participation (BP) -    

Information Asymmetry (IA) 0.028 -   

Leader–Member Exchange (LMX) 0.695 0.551 -  

Managerial Performance (MP) 0.667 0.541 0.807 - 

Table 5. Common Method Bias Assessment 

Assessment Procedure Criterion Result Interpretation 

Harman's Single-Factor Test <50% 28.30% No dominant common factor 
ULMC: Substantive 
Loading² 

Exceeds method loading² 0.879 Substantive variance dominant 

ULMC: Method Loading² 
Substantially below 
substantive 

0.032 Method variance negligible 

ULMC: Substantive-to- 
Method Ratio 

>1.0 27.5.1 Strong substantive dominance 

ULMC: Path Stability Deviation <0.05 Max. 0.02 Paths unaffected by method factor 

Table 6. Coefficient of Determination (R²) and Predictive Relevance (Q²) 

Construct R² Q²predict 

Leader–Member Exchange (LMX) 0.746 0.739 
Managerial Performance (MP) 0.810 0.695 

Table 7. Effect Size (f²) 

Path LMX MP 

Budget Participation (BP) 1.795 0.083 
Information Asymmetry (IA) 1.131 0.079 
Leader–Member Exchange (LMX)   0.565 

Structural Model Evaluation 

The structural model demonstrates strong explanatory and predictive capability. Budget participation 
and information asymmetry collectively explain 74.6% of the variance in LMX (R² = 0.746), indicating that 
the information environment and participatory governance conditions substantially shape relational 
governance quality within local government organizations. The combined predictors explain 81.0% of the 
variance in managerial performance (R² = 0.810), demonstrating that the relational governance framework 
advanced in this study possesses substantial explanatory power. Predictive relevance values (Q²) exceed 
zero for both endogenous constructs (Q² LMX = 0.739; Q² MP = 0.695), confirming that the model 
maintains satisfactory out-of-sample predictive relevance. Effect size analysis reveals that LMX exerts a 
large effect on managerial performance (f² = 0.565), while budget participation and information asymmetry 



each demonstrate small-to-medium effects on managerial performance in direct path assessments. These 
results are summarized in Tables 6 and 7. 

Hypothesis Testing 

Bootstrapping results (5,000 iterations) confirm statistical support for all seven hypotheses (see Table 
8). The structural path results are discussed in the following section in relation to the theoretical framework, 
prior empirical evidence, and Islamic governance implications. 

Table 8. Hypothesis Testing Results 

Hypothesis Path β Mean SD t-statistic p-value Decision 

H1 BP → MP  0.210 0.212 0.050 4.208 0.000 Supported 

H2 BP → LMX 0.675 0.676 0.042 16.210 0.000 Supported 

H3 IA → MP −0.179 −0.181 0.049 3.640 0.000 Supported 

H4 IA → LMX −0.536 −0.537 0.042 12.620 0.000 Supported 

H5 LMX → MP 0.650 0.647 0.058 11.270 0.000 Supported 

H6 BP → LMX → MP  0.439 0.437 0.042 10.392 0.000 Supported 

H7 IA → LMX → MP  −0.349 −0.348 0.044 7.971 0.000 Supported 

Note. BP = Budget Participation; IA = Information Asymmetry; LMX = Leader–Member Exchange; MP = Managerial 
Performance. 

Discussion 

Budget Participation as Relational Governance and its Islamic Governance Resonance 

The confirmation of H1 (β = 0.210, p < 0.001) demonstrates that budget participation positively and 
significantly influences managerial performance within OPD in Bantul Regency. This finding aligns with 
behavioural accounting theory suggesting that participatory involvement in goal-setting processes 
strengthens managerial information quality, psychological ownership, and coordination effectiveness 
(Chenhall, 2003; Kren, 1992). However, the comparatively modest direct effect coefficient contrasted 
against the substantially larger indirect effect mediated through LMX (β = 0.439, p < 0.001) reveals that 
the governance value of budget participation operates primarily through the relational processes it catalyses 
rather than through formal procedural involvement alone. This observation contributes a theoretically 
important qualification to participatory budgeting literature: participation is organizationally effective to the 
extent that it generates genuine relational interaction and strengthens governance coordination rather than 
merely satisfying administrative procedural requirements. 

The strong positive relationship between budget participation and LMX quality (H2: β = 0.675, p < 
0.001) provides direct empirical support for the argument that participatory budgeting constitutes a 
relational governance process. Consistent with LMX theory (Graen & Uhl-Bien, 1995) and recent relational 
governance scholarship (Grossi et al., 2019), participatory interaction during budgeting processes creates 
structured opportunities for trust formation, mutual recognition, and communicative engagement between 
leaders and subordinates conditions that are precisely constitutive of high-quality exchange relationships. 
This finding resonates powerfully with the Islamic governance principle of shura, which institutionalizes 
participatory deliberation as a mechanism for building organizational legitimacy, collective commitment, 
and governance trust (Ali & Weir, 2005; Beekun & Badawi, 1999). In Islamic organizational ethics, 
consultation is not merely an administrative procedure but a relational obligation that honors the 
knowledge, judgment, and dignity of organizational participants an understanding that closely parallels the 
relational governance interpretation advanced in this study. 

The mediation finding for H6 further confirms that the organizational effectiveness of participatory 
budgeting is substantially explained by the LMX quality it generates. This result addresses a persistent 
explanatory gap in behavioural accounting literature regarding why participation produces inconsistent 
performance effects across organizational contexts (Shields & Shields, 1998): participation enhances 
performance when, and because, it strengthens the relational governance quality enabling effective 
organizational coordination. 

Information Asymmetry as a Relational and Informational Governance Problem 

The negative direct effects of information asymmetry on both managerial performance (H3: β = 
−0.179, p < 0.001) and LMX quality (H4: β = −0.536, p < 0.001) confirm that informational fragmentation 



constitutes a dual governance problem simultaneously undermining decision-making quality and eroding 
the relational trust foundations of effective organizational coordination.  

 

Figure 1. Hypothesis Testing Results 

The comparatively stronger effect of information asymmetry on LMX than on managerial performance 
directly (note the substantially larger absolute coefficient for the LMX path) suggests that information 
asymmetry's most consequential governance damage operates through the relational channel a finding that 
organizational and public sector accounting research has not previously examined with systematic empirical 
rigor. 

These results extend agency theory (Eisenhardt, 1989; Jensen & Meckling, 1976) by demonstrating 
that information asymmetry in public organizations is not only a principal-agent monitoring problem but 
also a relational governance problem that disrupts organizational coordination by undermining 
communication transparency and trust. In Indonesian local governments, where hierarchical bureaucratic 
norms, political pressures, and administrative fragmentation frequently produce selective information 
disclosure, this relational damage is organizationally consequential and may explain persistent coordination 
failures observed despite formal governance reform efforts (Cepiku et al., 2016). 

The Islamic governance perspective adds normative depth to these findings. The principle of adalah 
(justice) in Islamic organizational ethics demands equitable access to information among organizational 
participants because informational inequity constitutes a form of organizational injustice that corrupts 
governance accountability (Ali & Weir, 2005). Similarly, amanah (trustworthiness) obligates leaders and 
subordinates alike to maintain honesty and transparency in information sharing, recognizing that selective 
disclosure violates the sacred trust embedded in organizational roles and responsibilities. These Islamic 
principles suggest that information asymmetry is not merely a technical governance inefficiency but an 
ethical failure with direct implications for organizational trust, relational quality, and managerial 
effectiveness. 

The mediation of the information asymmetry–performance relationship through LMX (H7: β = 
−0.349, p < 0.001) demonstrates that the governance damage caused by information asymmetry is 
substantially transmitted through relational quality deterioration. Organizations facing high information 
asymmetry thus experience compounded governance disadvantage: weakened decision-making quality and 
simultaneously eroded relational coordination capacity. This finding underscores the governance priority 
of addressing information transparency not merely as an accountability compliance requirement but as a 
relational governance intervention. 

LMX as Relational Governance Capability in Public Organizations 



The strong direct effect of LMX on managerial performance (H5: β = 0.650, p < 0.001) and the large 
associated effect size (f² = 0.565) collectively establish that relational governance quality constitutes the 
most organizationally consequential determinant of managerial effectiveness within the present model. This 
finding confirms and extends the LMX literature's central argument (Graen & Uhl-Bien, 1995; Liden & 
Maslyn, 1998; Sedighi et al., 2022) by demonstrating its relevance within Indonesian public sector 
governance contexts characterized by bureaucratic hierarchy and administrative complexity. More 
theoretically significant, however, is the reconceptualization of LMX as a relational governance capability 
that this study advances a conceptual reframing that positions LMX not merely as an interpersonal 
leadership outcome but as an organizational resource through which formal governance mechanisms 
acquire substantive coordination value. 

This reconceptualization addresses an important theoretical limitation in public sector governance 
scholarship that has predominantly evaluated governance effectiveness through formal institutional 
mechanisms legal frameworks, administrative procedures, accountability systems while undertheorizing the 
relational processes through which such mechanisms either achieve or fail their organizational purposes 
(Grossi et al., 2019). The present findings demonstrate that formal governance inputs, including 
participatory budgeting, translate into effective managerial outcomes primarily through the relational 
governance quality they generate and sustain. Governance effectiveness in local government is therefore 
relational and emergent rather than structurally determined. 

The practical and normative implications of this finding are substantial. For Indonesian local 
governments pursuing governance improvement, investments in communication transparency, leadership 
development, collaborative governance capacity, and organizational trust-building are not merely cultural 
amenities but governance effectiveness requirements with demonstrable managerial performance 
implications. From an Islamic management perspective, the centrality of relational quality in governance 
effectiveness reflects the Quranic emphasis on ukhuwwah (organizational brotherhood and solidarity), 
ta'awun (mutual cooperation), and ihsan (excellence in interpersonal conduct), which collectively establish 
relational ethics as foundational to organizational effectiveness in Islamic governance contexts (Ali & Weir, 
2005; Beekun & Badawi, 1999). 

Economic and Fiscal Governance Implications 

The empirical findings of this study carry substantial implications for fiscal governance in Indonesia's 
decentralized administrative system that extend considerably beyond the organizational behaviour literature 
within which they are primarily situated. Indonesia's decentralization architecture, institutionalized under 
Law No. 23 of 2014 and operationalized through intergovernmental fiscal transfer mechanisms including 
Dana Alokasi Umum (DAU), Dana Alokasi Khusus (DAK), and Dana Bagi Hasil (DBH), presupposes that 
subnational governments possess both the administrative capacity and the organizational relational 
capability to translate transferred fiscal resources into effective public expenditure. The persistent gap 
between fiscal resource availability and public service delivery quality in Indonesian regencies widely 
documented in the decentralization literature (Lewis, 2017; von Luebke, 2009) may be substantially 
explained by the relational governance deficits that this study identifies as primary determinants of 
managerial effectiveness within OPD. 

From a fiscal decentralization perspective, LMX quality within OPD functions as a critical 
organizational mediating variable between the formal architecture of intergovernmental fiscal arrangements 
and the substantive outcomes those arrangements are designed to produce. von Luebke (2009) 
demonstrates that local government performance in Indonesia is not determined primarily by fiscal resource 
availability but by the organizational governance quality within which fiscal decisions are made and 
executed. The present findings extend this argument by providing micro-organizational evidence that 
relational governance quality measured through LMX is the primary mechanism through which 
participatory budget processes translate into managerial effectiveness. When LMX quality is high, the 
information-sharing, trust, and collaborative coordination enabled by participatory budgeting convert fiscal 
inputs into well-executed programmatic expenditure; when LMX quality is low, participatory processes 
remain procedurally operational but organizationally inert, producing the expenditure inefficiencies and 
budget absorption failures that characterize governance-weak local government environments. 

More specifically, the present findings suggest five interconnected fiscal governance channels through 
which LMX quality affects economic outcomes within Indonesian local government. First, high-quality 



LMX relationships improve budget execution efficiency by reducing the communicative friction that delays 
expenditure authorization and programmatic implementation a particularly consequential dynamic in OPD 
where capital expenditure absorption rates frequently fall below 80% in the final administrative quarter, 
generating resource idleness that undermines developmental programming (Lewis, 2017). Second, the trust 
and communication transparency characteristic of high-LMX organizations reduce budget variance by 
enabling more accurate and operationally realistic budget formulation during participatory processes, 
because subordinate managers with genuine relational influence over budget decisions are more likely to 
disclose operational constraints and resource requirements honestly rather than strategically. Third, by 
reducing information asymmetry's corrosive effects on relational trust as demonstrated by the H4 and H7 
findings high LMX quality structurally reduces incentives for budgetary padding, over-estimation of 
expenditure requirements, and the creation of discretionary slack that constitutes a primary source of 
wasteful public spending in Indonesian local government contexts (Alam & Alam, 2020). 

Fourth, relational governance quality mediated through LMX affects program completion rates 
because effective organizational coordination depends on the sustained communicative engagement 
between leaders and implementing staff throughout the expenditure cycle, not merely during budget 
formulation. In bureaucratic organizations where LMX quality is low, implementation supervision is 
frequently perfunctory, cross-unit coordination is weak, and accountability for program completion is 
diffuse conditions that generate the chronic incomplete project rates observable in regency-level capital 
expenditure data across Indonesia. Fifth, and most directly relevant to the fiscal decentralization literature's 
central concern with public service effectiveness, the present findings suggest that subnational governments 
with higher relational governance quality are better positioned to achieve the service delivery objectives that 
constitute the normative justification for fiscal devolution (von Luebke, 2009). These five channels 
collectively suggest that relational governance quality is not a secondary or background condition for fiscal 
decentralization effectiveness but a primary organizational mechanism through which decentralized fiscal 
architecture either achieves or forfeits its developmental purposes. 

These implications also connect to local revenue mobilization dynamics. Lewis (2017) demonstrates 
that Indonesian local governments with stronger governance accountability records achieve higher levels 
of own-source revenue (Pendapatan Asli Daerah/PAD) mobilization, as fiscal accountability strengthens 
taxpayer confidence and reduces revenue leakage through informal fee extraction. The present findings 
suggest a relational governance pathway through which organizational trust as the core constituent of high-
quality LMX relationships may reinforce fiscal accountability norms within OPD, supporting honest 
revenue reporting, transparent expenditure documentation, and the reduction of discretionary off-budget 
resource manipulation. From a public finance perspective, governance reform strategies that strengthen 
LMX quality within OPD are therefore not merely managerial interventions but fiscal interventions with 
measurable implications for local revenue performance, expenditure quality, and ultimately, the allocative 
efficiency of Indonesia's intergovernmental fiscal system. 

The policy implications of these findings are correspondingly significant. The Indonesian Ministry of 
Home Affairs and Badan Pengawasan Keuangan dan Pembangunan (BPKP) have historically prioritized 
compliance-based governance reforms financial reporting standardization, audit process improvements, 
procurement digitalization as the primary instruments of subnational governance improvement. While these 
structural reforms are necessary, the present evidence suggests they are insufficient without complementary 
investments in the relational governance capabilities that determine whether compliance mechanisms 
produce substantive coordination outcomes. Specifically, local government governance improvement 
strategies should integrate leadership development programs targeting LMX quality enhancement, 
communication transparency initiatives that reduce information asymmetry within OPD, and participatory 
budgeting process redesigns that prioritize genuine deliberative engagement over procedural compliance. 
These relational governance investments, currently absent from mainstream Indonesian local government 
reform frameworks, are empirically demonstrated to generate substantive fiscal governance improvements 
through their effects on managerial performance. 

Islamic Governance Implications 

The findings of this study are not merely theoretically coherent with Islamic governance principles 
they provide empirical substantiation for claims that Islamic organizational ethics scholars have advanced 
primarily at the normative and conceptual level. The integration of Islamic governance principles with the 
quantitative relational governance evidence presented here advances a more empirically grounded Islamic 



public administration theory with direct implications for governance reform in Muslim-majority public 
sector contexts (Alibašić, 2024; Drechsler et al., 2024). 

Shura-Based Participatory Budgeting 

The strong positive effect of budget participation on LMX quality (H2: β = 0.675, p < 0.001) provides 
empirical validation for the governance logic embedded within the Quranic principle of shura (Q. 3:159; 
Q. 42:38). Shura does not merely prescribe consultation as a procedural formality; it institutionalizes 
deliberative participation as a governance mechanism whose effectiveness is realized through the relational 
trust and collective legitimacy that genuine consultation generates (Ali & Weir, 2005; Beekun & Badawi, 
1999). The present findings demonstrate precisely this mechanism: participatory budgeting when 
operationalized as genuine deliberative involvement rather than ceremonial compliance generates high-
quality leader-subordinate exchange relationships that subsequently drive managerial effectiveness. In 
Indonesian public administration, where decentralization has transferred formal deliberative authority to 
local governments without consistently generating substantive participatory governance cultures, the 
institutionalization of shura-informed participatory budgeting practices represents both a governance 
reform opportunity and an Islamic organizational ethics imperative (Hassan et al., 2020). Recent scholarship 
in Islamic public administration confirms that shura-based deliberation strengthens governance legitimacy 
and organizational commitment in Muslim-majority institutional contexts (Drechsler et al., 2024), providing 
normative reinforcement for the empirically confirmed participatory governance mechanisms examined in 
this study. 

Amanah-Based Transparency and Information Governance 

The significant negative effects of information asymmetry on both LMX quality (H4: β = −0.536, p 
< 0.001) and managerial performance (H3: β = −0.179, p < 0.001) acquire profound normative significance 
when interpreted through the principle of amanah. In Islamic organizational ethics, amanah 
(trustworthiness, integrity, and faithful stewardship of organizational responsibilities) constitutes a non-
negotiable governance obligation that prohibits selective information disclosure, strategic opacity, and the 
manipulation of informational advantage for personal or departmental gain (Kamaruddin & Hanefah, 
2021). The empirical evidence that information asymmetry erodes both relational trust and managerial 
effectiveness provides organizational behaviour evidence for the Islamic governance proposition that 
violations of amanah operationalized here as information opacity and selective disclosure systematically 
damage the relational and coordination foundations of organizational effectiveness. In the context of 
Indonesian local government, where hierarchical authority structures and political pressures frequently 
incentivize selective information management, the amanah principle provides a normative governance 
standard that directly addresses the information transparency deficits identified in this study (Anggara, 
2025). Islamic public administration reform in Indonesia may productively engage the amanah framework 
to justify and motivate information transparency reforms within OPD that go beyond compliance-based 
financial disclosure to encompass the operational and relational information transparency that the present 
findings demonstrate to be essential for governance effectiveness. Recent work in the Journal of Islamic 
Accounting and Business Research has begun to operationalize amanah-based governance standards as 
measurable organizational accountability criteria (Abd. Wahab et al., 2017; Aribi et al., 2019), an approach 
that the present study's empirical findings strongly support. 

Adalah-Based Performance Evaluation 

The mediating role of LMX in both governance pathways, combined with the large direct effect of 
LMX on managerial performance (H5: β = 0.650, f² = 0.565), carries important implications for Islamic 
principles of adalah (justice and equity) as applied to performance evaluation in public sector organizations. 
Adalah in Islamic governance requires not only that organizational decisions be procedurally fair but that 
performance evaluation systems reflect equitable recognition of organizational contributions and distribute 
accountability obligations impartially across administrative hierarchies (Ali & Weir, 2005). The present 
findings suggest that performance evaluation frameworks that ignore relational governance quality 
systematically misattribute managerial performance differentials to individual capability differences while 
overlooking the structural relational governance conditions that enable or constrain effective performance. 
An adalah-informed performance evaluation framework for  

Table 9. Conceptual Framework: Integrating LMX Dimensions with Islamic Governance Principles 



LMX 
Dimension 

Islamic 
Governance 
Principle 

Governance 
Mechanism 

Organizational 
Manifestation 

Fiscal Governance 
Implication 

Trust 

Amanah 
(Trustworthiness 
and Faithful 
Stewardship) 

Organizational actors 
fulfill responsibilities 
with integrity; 
prohibits selective 
information disclosure 
and opportunistic 
manipulation of 
informational 
advantage 

Transparent financial 
reporting; honest 
budget disclosure; 
reliable 
implementation of 
organizational 
commitments across 
administrative 
hierarchies 

Reduction of 
budgetary slack, over-
estimation, and 
discretionary spending; 
improvement of 
revenue reporting 
accuracy and 
expenditure 
accountability 

Participatory 
Communication 

Shura 
(Deliberative 
Consultation) 

Decision-making 
legitimated through 
genuine collective 
deliberation; 
consultation honors 
the knowledge and 
dignity of all 
organizational 
participants 

Genuine subordinate 
involvement in 
budget formulation; 
open discussion of 
operational 
constraints; 
collaborative priority-
setting across 
administrative levels 

Improved budget 
execution efficiency; 
more realistic and 
operationally accurate 
budget formulation; 
higher program 
completion rates 
through shared 
ownership 

Fairness and 
Mutual Respect 

Adalah (Justice 
and Equity) 

Equitable distribution 
of information, 
decision-making 
access, and 
accountability 
obligations; 
performance 
evaluation that 
recognizes relational 
governance 
conditions 

Impartial supervisory 
practices; equitable 
access to 
organizational 
information; 
recognition of 
subordinate 
contributions to 
governance 
outcomes 

Reduction of 
information 
asymmetry-induced 
coordination failures; 
stronger 
intergovernmental 
accountability; 
improved public 
service delivery equity 

Professional 
Loyalty 

Ukhuwwah 
(Organizational 
Solidarity) 

Sustained cooperative 
commitment to 
collective 
organizational 
objectives; mutual 
support across 
administrative units 

Cross-departmental 
coordination; 
sustained program 
implementation 
beyond formal 
reporting periods; 
collective 
accountability for 
organizational 
outcomes 

Improvement of 
capital expenditure 
absorption rates; 
reduction of 
incomplete project 
rates; enhanced inter-
unit coordination in 
service delivery 

Reciprocal 
Support 

Ta'awun (Mutual 
Cooperation) 

Active assistance and 
resource-sharing 
among organizational 
actors to achieve 
collective governance 
objectives 

Leaders providing 
resource access, 
information, and 
institutional support 
to subordinates; 
subordinates 
reciprocating with 
honest reporting and 
organizational 
commitment 

Stronger fiscal 
governance chains 
from budget 
formulation through 
expenditure execution; 
reduced information 
gaps between planning 
and implementation 
units 

Note: The dimensions of Leader-Member Exchange (LMX) are adapted from the works of Graen and Uhl-Bien (1995)  as 
well as Liden and Maslyn (1998). The principles of Islamic governance are based on the research of Ali and Weir (2005), 
Beekun and Badawi (1999), and Hassan et al. (2020). The implications of fiscal governance are derived from Lewis (2017) 
and von Luebke (2009), as interpreted through the findings of the present study. 

Indonesian OPD would therefore need to incorporate relational governance quality indicators 
communication transparency, LMX quality metrics, participatory budget engagement measures alongside 
conventional financial performance and program completion indicators. This represents a significant and 
practically implementable extension of the Islamic governance framework into public sector performance 



management design, addressing a gap that scholars in the Journal of Islamic Accounting and Business 
Research have identified as a priority for Islamic public administration research (Abd. Wahab et al., 2017; 
Aribi et al., 2019; Hassan et al., 2020). 

Islamic Public Administration Reform in Indonesia 

Collectively, the Islamic governance implications of this study suggest a coherent reform agenda for 
Indonesian local government that integrates Islamic organizational ethics with empirically validated 
relational governance principles. Such a reform agenda would comprise three interconnected policy 
dimensions. First, shura-informed participatory budgeting processes should be redesigned to ensure 
genuine deliberative engagement where subordinate managers exercise substantive influence over budgetary 
decisions rather than ceremonial procedural compliance. This would require revisions to Permendagri 
(Ministry of Home Affairs regulations) governing OPD budget formulation processes to include 
deliberative quality standards alongside documentary compliance requirements. Second, amanah-based 
information governance frameworks should be institutionalized within OPD through structured 
communication protocols, information-sharing obligations, and organizational accountability mechanisms 
that reduce selective disclosure and hierarchical information monopolization. Third, adalah-informed 
performance evaluation systems should be developed for OPD heads and senior managers that incorporate 
relational governance quality as an explicit performance dimension, recognizing that managerial 
effectiveness is substantially determined by the relational conditions that leaders create and sustain within 
their organizations (Tasdemir et al., 2025). These three reform dimensions shura, amanah, and adalah 
constitute an Islamic governance triad that is not only normatively coherent but empirically validated 
through the present study's findings, providing a uniquely rigorous foundation for Islamic public 
administration reform advocacy in Indonesia and comparable Muslim-majority decentralized governance 
contexts (Hassan et al., 2020; Munandar et al., 2026). 

CONCLUSION 

 This study advances a relational governance explanation of managerial effectiveness in Indonesian 
local government by demonstrating that budget participation and information asymmetry operate primarily 
through Leader-Member Exchange rather than through direct administrative channels. LMX emerges as 
the dominant governance mechanism in the model, functioning as an organizational relational capability 
through which formal participatory procedures acquire substantive coordination value. These findings 
reposition governance effectiveness as an emergent relational property rather than a structural outcome of 
procedural compliance, constituting a theoretically significant departure from conventional public sector 
accounting frameworks.  

The fiscal governance implications extend beyond organizational behaviour. Within Indonesia's 
decentralized administrative architecture, relational governance deficits within OPD represent a primary 
organizational barrier between fiscal resource availability and effective public expenditure, suggesting that 
subnational governance reform agendas under Law No. 23 of 2014 require complementary investment in 
communication transparency, leadership development, and deliberative budgeting quality alongside existing 
compliance-based interventions. The integration of empirical findings with Islamic governance principles, 
particularly shura, amanah, and adalah, further demonstrates that relational and trust-based governance 
practices are not only institutionally effective but normatively coherent within Muslim-majority public 
sector contexts.  

Several limitations inform the interpretation of these findings. The cross-sectional design precludes 
causal inference regarding temporal governance dynamics, and single-regency sampling limits 
generalizability across Indonesia's diverse institutional landscape. Despite rigorous two-stage common 
method bias assessment, residual method variance cannot be entirely excluded. Future research should 
employ longitudinal designs, multi-regency comparative frameworks, and broader construct integration, 
including organizational culture, Islamic work ethics, and digital governance capability, to develop a more 
comprehensive and transferable model of relational governance effectiveness in decentralized public sector 
institutions. 

 



REFERENCES 

Abd. Wahab, N., Zainol, Z., & Abu Bakar, M. (2017). Towards developing service quality index for zakat 
institutions. Journal of Islamic Accounting and Business Research, 8(3), 326–333. 
https://doi.org/10.1108/JIABR-09-2015-0040 

Alam, A. B. M. M., & Alam, M. (2020). Decentralization, resource splitting and budgetary process: an 
empirical study. Journal of Public Budgeting, Accounting & Financial Management, 34(1), 67–95. 
https://doi.org/10.1108/JPBAFM-02-2020-0017 

Alhasnawi, M. Y., Mohd Said, R., Raad Muhsen, Y., Alnoor, A., Mowafaq Alshdaifat, S., & Mohamed El 
Shlmani, Z. (2024). A systematic literature review of budget participation: foundations, trends, and 
ways forward. International Review of Public Administration, 29(3), 175–202. 
https://doi.org/10.1080/12294659.2024.2377874 

Alhasnawi, M. Y., Said, R. M., Alshdaifat, S. M., & Elorabi, K. A. (2024). How does budget participation 
affect managerial performance in the higher education sector? A mediated-moderated model. Asian 
Journal of Accounting Research, 9(4), 325–339. https://doi.org/10.1108/AJAR-12-2023-0405 

Ali, A. J., & Weir, D. (2005). Islamic perspectives on management and organization. Taylor & Francis. 

Alibašić, H. (2024). Exploring the influence of Islamic governance and religious regimes on sustainability 
and resilience planning: A study of public administration in Muslim-majority countries. Public Policy 
and Administration, 39(4), 556–587. 

Alo, O., & Arslan, A. (2022). The antecedents of leader-member-exchange (LMX) relationships in African 
context: the influence of the supervisor’s feedback delivery-tactic. International Journal of Organizational 
Analysis, 30(7), 67–94. https://doi.org/10.1108/IJOA-07-2021-2878 

Anggara, S. (2025). Public policy reform in Indonesia: Navigating bureaucratic culture in the age of 
disruption. Tec Empresarial, 20(2), 716–728. 

Aribi, Z. A., Arun, T., & Gao, S. (2019). Accountability in Islamic financial institution: The role of the 
Shari’ah supervisory board reports. Journal of Islamic Accounting and Business Research, 10(1), 98–114. 
https://doi.org/10.1108/JIABR-10-2015-0049 

Azila-Gbettor, E. M., Novieto, D. T., Tulasi, E. E., Ahiabu, M. K., & Adzivor, E. K. (2024). Citizenship 
fatigue and employee commitment: moderating role of psychological ownership among artisans of 
family-owned construction firms. International Journal of Construction Management, 24(9), 975–985. 
https://doi.org/10.1080/15623599.2023.2239505 

Beekun, R. I., & Badawi, J. A. (1999). Leadership: an Islamic perspective. Amana Beltsville, MD. 

Cepiku, D., Mussari, R., & Giordano, F. (2016). Local governments managing austerity: Approaches, 
determinants and impact. Public Administration, 94(1), 223–243. 
https://doi.org/https://doi.org/10.1111/padm.12222 

Chenhall, R. H. (2003). Management control systems design within its organizational context: findings from 
contingency-based research and directions for the future. Accounting, Organizations and Society, 28(2–3), 
127–168. 

Cirella, S., & Murphy, S. (2022). Exploring intermediary practices of collaboration in university–industry 
innovation: A practice theory approach. Creativity and Innovation Management, 31(2), 358–375. 
https://doi.org/https://doi.org/10.1111/caim.12491 

Cropanzano, R., & Mitchell, M. S. (2005). Social exchange theory: An interdisciplinary review. Journal of 
Management, 31(6), 874–900. 

Dienesch, R. M., & Liden, R. C. (1986). Leader-member exchange model of leadership: A critique and 
further development. Academy of Management Review, 11(3), 618–634. 

Drechsler, W., Kattel, R., & Chafik, S. (2024). Islamic public administration and Islamic public value: 
Towards a research agenda. Public Policy and Administration, 39(4), 608–624. 

Eisenhardt, K. M. (1989). Agency Theory: An Assessment and Review. Academy of Management Review, 14(1). 
https://doi.org/10.5465/amr.1989.4279003 



Gerstner, C. R., & Day, D. V. (1997). Meta-Analytic review of leader-member exchange theory: Correlates 
and construct issues. Journal of Applied Psychology, 82(6), 827. 

Graen, G. B., & Uhl-Bien, M. (1995). Relationship-based approach to leadership: Development of leader-
member exchange (LMX) theory of leadership over 25 years: Applying a multi-level multi-domain 
perspective. The Leadership Quarterly, 6(2), 219–247. 

Grossi, G., Kallio, K.-M., Sargiacomo, M., & Skoog, M. (2019). Accounting, performance management 
systems and accountability changes in knowledge-intensive public organizations: A literature review 
and research agenda. Accounting, Auditing & Accountability Journal, 33(1), 256–280. 
https://doi.org/10.1108/AAAJ-02-2019-3869 

Hair, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt, M. (2017). A primer on partial least squares structural 
equation modeling (PLS-SEM) (2rd ed). SAGE Publications. 

Hassan, S., Nor Muhammad Nor, A., & Yusoff, W. F. W. (2020). Accountability in Islamic governance: 
Concepts, characteristics and implications for public sector reform. Journal of Islamic Accounting and 
Business Research, 11(9), 2097–2114. https://doi.org/10.1108/JIABR-09-2018-0140 

Hirvi, S. K., Laulainen, S., & Taskinen, H. (2020). Trust as a multidimensional phenomenon in LMX 
relationships. Journal of Health Organization and Management, 35(1), 17–33. 
https://doi.org/10.1108/JHOM-12-2019-0349 

Höglund, L., Holmgren Caicedo, M., Mårtensson, M., & Svärdsten, F. (2018). Strategic management in the 
public sector: how tools enable and constrain strategy making. International Public Management Journal, 
21(5), 822–849. 

Jensen, & Meckling. (1976). Theory of the firm: Managerial behavior, agency costs and ownership structure. 
Corporate Governance, 77–132. 

Kamaruddin, M. I. H., & Hanefah, M. M. (2021). An empirical investigation on waqf governance practices 
in waqf institutions in Malaysia. Journal of Financial Reporting and Accounting, 19(3), 455–473. 

Kock, N. (2015). Common method bias in PLS-SEM: A full collinearity assessment approach. International 
Journal of E-Collaboration (IJeC), 11(4), 1–10. 

Kren, L. (1992). Budgetary participation and managerial performance: The impact of information and 
environmental volatility. Accounting Review, 511–526. 

Laila, N., Sukmana, R., Hadiningdyah, D. I., & Rahmawati, I. (2025). Critical assessment on cash waqf-
linked sukuk in Indonesia. Qualitative Research in Financial Markets, 17(4), 849–879. 

Lewis, B. D. (2017). Local government spending and service delivery in Indonesia: The perverse effects of 
substantial fiscal transfers and weak tax effort. Public Administration and Development, 37(3), 152–166. 
https://doi.org/10.1002/pad.1789 

Liang, H., Saraf, N., Hu, Q., & Xue, Y. (2007). Assimilation of enterprise systems: The effect of institutional 
pressures and the mediating role of top management1. Management Information Systems Quarterly, 31(1), 
59–87. https://doi.org/10.2307/25148781 

Liden, R. C., & Maslyn, J. M. (1998). Multidimensionality of leader-member exchange: An empirical 
assessment through scale development. Journal of Management, 24(1), 43–72. 

Munandar, A. N. I., Ratnasari, R. T., Rusgianto, S., & Permana, I. M. (2026). Faith at work: how Islamic 
leadership transforms Indonesia’s Islamic banking landscape. Journal of Islamic Accounting and Business 
Research, 1–19. https://doi.org/10.1108/JIABR-03-2025-0172 

Oppong, C., Salifu Atchulo, A., Akwaa-Sekyi, E. K., Grant, D. D., & Kpegba, S. A. (2023). Financial literacy, 
investment and personal financial management nexus: Empirical evidence on private sector 
employees. Cogent Business & Management, 10(2), 2229106. 
https://doi.org/10.1080/23311975.2023.2229106 

Podsakoff, P. M., MacKenzie, S. B., Lee, J.-Y., & Podsakoff, N. P. (2003). Common method biases in 
behavioral research: A critical review of the literature and recommended remedies. Journal of Applied 
Psychology, 88(5), 879. 

Riyadh, H. A., Nugraheni, F. R., & Ahmed, M. G. (2023). Impact of budget participation and leadership 



style on managerial performance with organizational commitment as intervening variable. Cogent 
Business & Management, 10(1), 2175440. https://doi.org/10.1080/23311975.2023.2175440 

Saraf, P. K., Saha, S., & Anand, A. (2022). Supportive culture and job involvement in public sector: the 
mediating role of participation in decision making and organizational learning. International Journal of 
Public Sector Management, 35(5), 549–567. https://doi.org/10.1108/IJPSM-09-2021-0218 

Sedighi, M., Sarcheshmeh, B. S., & Bagheri, R. (2022). Employee commitment to innovation performance: 
investigating the role of knowledge acquisition and knowledge sharing. International Journal of Systematic 
Innovation, 7(1), 1–17. 

Shields, J. F., & Shields, M. D. (1998). Antecedents of participative budgeting. Accounting, Organizations and 
Society, 23(1), 49–76. 

Shmueli, G., Sarstedt, M., Hair, J. F., Cheah, J.-H., Ting, H., Vaithilingam, S., & Ringle, C. M. (2019). 
Predictive model assessment in PLS-SEM: guidelines for using PLSpredict. European Journal of 
Marketing, 53(11), 2322–2347. https://doi.org/10.1108/EJM-02-2019-0189 

Suwanda, D., & Suwanda, S. (2026). Self-blocking in defense procurement: a case study of budgetary 
coordination failure in Indonesia’s satellite acquisition project. Journal of Public Procurement, 26(2), 235–
258. https://doi.org/10.1108/JOPP-12-2025-0156 

Tasdemir, D. D., Surucu, L., & Bekmezci, M. (2025). The moderating role of leader member exchange in 
the effect of role clarity on employee accountability. Management, 29(1), 467–491. 

von Luebke, C. (2009). The political economy of local governance: Findings from an Indonesian field study. 
Bulletin of Indonesian Economic Studies, 45(2), 201–230. https://doi.org/10.1080/00074910903072423 

Yang, K., & Holzer, M. (2006). The performance--trust link: Implications for performance measurement. 
Public Administration Review, 66(1), 114–126. 

Zada, M., Khan, J., Saeed, I., Zada, S., & Jun, Z. Y. (2023). Linking public leadership with project 
management effectiveness: Mediating role of goal clarity and moderating role of top management 
support. Heliyon, 9(5). 

 

 



Konfirmasi Penerimaan Artikel: 30 Mei 2026 

 

 

Daftar Terbitan: Vol. 7 No. 2 (2026): Sharia Economic and Management 

Business 

https://siducat.org/index.php/sembj/issue/view/162 

 

 

 

https://siducat.org/index.php/sembj/issue/view/162


Home Archives Submissions Privacy Statement Search Login Register  Search

Register Login

Home / Archives / Vol. 7 No. 2 (2026): Sharia Economic and Management Business

Vol. 7 No. 2 (2026): Sharia Economic and Management Business

Published: 2026-06-03

ACCREDITATION

ABOUT THE JOURNAL

   Aims and Scope

   Editorial Team

   Peer Reviewers

  Indexing & Abstracting

  Contact Information

EDITORIAL POLICIES

   Editorial Decision Policy

  Publication Ethics

  Allegation of Misconduct

   Peer Review Policy

   Generative AI (GenAI) Policy

    Plagiarism Policy

   Retraction & Correction

   Widthdrawal of Manuscript

   Copyright & License

   Disclaimer Statement

   Posting Article Policy

   Open Access Policy

   Revenue Source Policy

   Advertising Policy

   Direct Marketing Policy

   Publication System & Process

   Archiving Policy

  Articles Processing Charge

FOR AUTHORS

  Instruction for Authors

   Author Statement of Ethics

   How to Register

   How to Online Submission

VISITOR STATISTIC

INFORMATIONS

  For Readers

   For Authors

   For Librarians

Entrepreneurial Marketing, Innovation, and Halal SME Performance: An Islamic Business Perspective

 Abstract View: 323,  PDF Download: 75

 PDF

Integrating Tam and Islamic Work Ethics to Explain AI Adoption in Digital Marketing of Halal Msmes in

Indonesia

 Abstract View: 68,  PDF Download: 72

 PDF

Halal Fashion Purchase Decision Model: Product Quality and Modern Digital Tekhnology

 Abstract View: 56,  PDF Download: 75

 PDF

A Purchase Decision Behavior Model by Generation Z: The Mediating Role of Consumer Motivation

 Abstract View: 66,  PDF Download: 56

 PDF

Integration of Artificial Intelligence and Human Communication in Managerial Decision Making

 Abstract View: 66,  PDF Download: 41

 PDF

The Meaning of Artificial Intelligence (AI) Utilization in Business: A Phenomenological Study from the

Perspective of Muslim Entrepreneurs in Indonesia

 Abstract View: 53,  PDF Download: 36

 PDF

Beyond Financial Metrics: A Systematic Review of Maqasid Based Performance Measurement in Islamic Banking

 Abstract View: 51,  PDF Download: 46

 PDF

Budget Participation and Managerial Performance in Local Government: Leader–Member Exchange as

Relational Governance Mediator

 Abstract View: 42,  PDF Download: 35

 PDF

Articles

Selvy Athia Zainun Faqiha, Fulgentius Danardana Murwani, Timotius Febry Christian

DOI : https://doi.org/10.62159/sembj.v7i2.2171

1-10



Ricka Handayani, Ahmad Afandi

DOI : https://doi.org/10.62159/sembj.v7i2.1980

11-24



Nurul Jannah, Nurhayati, Zuhrinal M. Nawawi

DOI : https://doi.org/10.62159/sembj.v7i2.2217

25-38



Ajat Sudrajat, Danang Kusnanto, Liya Megawati, Nadya Millasyfa, Dinda Mardiah, Ayu Oktavianita

DOI : https://doi.org/10.62159/sembj.v7i2.2324

39-53



Lilis Yuningsih, Dadang Hermawan, I Made Darsana

DOI : https://doi.org/10.62159/sembj.v7i2.2345

54-63



Purnama Putra, Sudana Sudana, Solihah Sari Rahayu

DOI : https://doi.org/10.62159/sembj.v7i2.2028

64-76



Mahfuz, Moh Asmawi, Nanda Khairiyah

DOI : https://doi.org/10.62159/sembj.v7i2.2111

77-86



Sri Widodo, Wiyasto Dwi Handono, Vidya Devia Ardania, Tri Siwi Nugrahani

DOI : https://doi.org/10.62159/sembj.v7i2.2299

87-106



https://siducat.org/index.php/sembj/index
https://siducat.org/index.php/sembj
https://siducat.org/index.php/sembj/issue/archive
https://siducat.org/index.php/sembj/about/submissions
https://siducat.org/index.php/sembj/about/privacy
https://siducat.org/index.php/sembj/search/search
https://siducat.org/index.php/sembj/login
https://siducat.org/index.php/sembj/user/register
https://siducat.org/index.php/sembj/search/search
https://siducat.org/index.php/sembj/user/register
https://siducat.org/index.php/sembj/login
https://siducat.org/index.php/sembj/index
https://siducat.org/index.php/sembj/issue/archive
https://sinta.kemdiktisaintek.go.id/journals/profile/15437
https://sinta.kemdiktisaintek.go.id/journals/profile/15437
https://siducat.org/index.php/sembj/fs
https://siducat.org/index.php/sembj/editor
https://siducat.org/index.php/sembj/pr
https://siducat.org/index.php/sembj/ia
https://siducat.org/index.php/sembj/ci
https://api.whatsapp.com/send?phone=6285709037738&text=I%20want%20to%20ask%20about%20SEMB-J%20Journal.%20Can%20you%20help?
https://api.whatsapp.com/send?phone=6285709037738&text=I%20want%20to%20ask%20about%20SEMB-J%20Journal.%20Can%20you%20help?
https://siducat.org/index.php/sembj/edp
https://siducat.org/index.php/sembj/pe
https://siducat.org/index.php/sembj/aom
https://siducat.org/index.php/sembj/prp
https://siducat.org/index.php/sembj/genai
https://siducat.org/index.php/sembj/pp
https://siducat.org/index.php/sembj/rc
https://siducat.org/index.php/sembj/wm
https://siducat.org/index.php/sembj/cl
https://siducat.org/index.php/sembj/ds
https://siducat.org/index.php/sembj/pap
https://siducat.org/index.php/sembj/oap
https://siducat.org/index.php/sembj/rsp
https://siducat.org/index.php/sembj/ap
https://siducat.org/index.php/sembj/dmp
https://siducat.org/index.php/sembj/psp
https://siducat.org/index.php/sembj/apo
https://siducat.org/index.php/sembj/apc
https://siducat.org/index.php/sembj/ag
https://siducat.org/index.php/sembj/ase
https://docs.pkp.sfu.ca/learning-ojs/about-ojs/en/#create-manage-account
https://docs.pkp.sfu.ca/learning-ojs/author/en/
https://docs.google.com/document/d/16Hbw3ihSJWlpwgy-royPtXaSYU8peHdo/edit?usp=sharing&ouid=108116569579037724860&rtpof=true&sd=true
https://docs.google.com/document/d/16Hbw3ihSJWlpwgy-royPtXaSYU8peHdo/edit?usp=sharing&ouid=108116569579037724860&rtpof=true&sd=true
https://siducat.org/index.php/sembj/information/readers
https://siducat.org/index.php/sembj/information/authors
https://siducat.org/index.php/sembj/information/librarians
https://siducat.org/index.php/sembj/article/view/2171
https://siducat.org/index.php/sembj/article/view/2171/1493
https://siducat.org/index.php/sembj/article/view/1980
https://siducat.org/index.php/sembj/article/view/1980
https://siducat.org/index.php/sembj/article/view/1980/1494
https://siducat.org/index.php/sembj/article/view/2217
https://siducat.org/index.php/sembj/article/view/2217/1495
https://siducat.org/index.php/sembj/article/view/2324
https://siducat.org/index.php/sembj/article/view/2324/1496
https://siducat.org/index.php/sembj/article/view/2345
https://siducat.org/index.php/sembj/article/view/2345/1502
https://siducat.org/index.php/sembj/article/view/2028
https://siducat.org/index.php/sembj/article/view/2028
https://siducat.org/index.php/sembj/article/view/2028/1508
https://siducat.org/index.php/sembj/article/view/2111
https://siducat.org/index.php/sembj/article/view/2111/1509
https://siducat.org/index.php/sembj/article/view/2299
https://siducat.org/index.php/sembj/article/view/2299
https://siducat.org/index.php/sembj/article/view/2299/1511
https://doi.org/10.62159/sembj.v7i2.2171
https://doi.org/10.62159/sembj.v7i2.1980
https://doi.org/10.62159/sembj.v7i2.2217
https://doi.org/10.62159/sembj.v7i2.2324
https://doi.org/10.62159/sembj.v7i2.2345
https://doi.org/10.62159/sembj.v7i2.2028
https://doi.org/10.62159/sembj.v7i2.2111
https://doi.org/10.62159/sembj.v7i2.2299


TOOLS

The Mediating Role of Destination Image on the Effect of Smart Tourism Applications on Behavioral Intentions

of Tourists to Aceh: Moderated by Information Search

 Abstract View: 42,  PDF Download: 49

 PDF

Strengthening Micro, Small, and Medium Enterprise (MSMES) in Response to the Policies on the Use of Domestic

Products: A Case Study in Bekasi City

 Abstract View: 63,  PDF Download: 38

 PDF

Reciprocal Influence of Liquidity and Capital Structure on Profitability in Electronic Retail Companies on the

Indonesian Stock Exchange 2021-2023

 Abstract View: 32,  PDF Download: 31

 PDF

The Role of Islamic Banking in Economic Growth: Financial Deepening and Bank Efficiency

 Abstract View: 43,  PDF Download: 27

 PDF

Unraveling the Employability Paradox: The Impact of Compensation and Training on Turnover Intention in the

Airline Catering Industry

 Abstract View: 62,  PDF Download: 31

 PDF

Archival Storage Model in The Business Administration Department of Politeknik Negeri Medan

 Abstract View: 50,  PDF Download: 27

 PDF

Financial Deepening on Sharia Finance Perspective: Analysis in Indonesia and Malaysia

 Abstract View: 48,  PDF Download: 39

 PDF

Does Income Matter? Moderating Effect on Financial Literacy and Financial Behavior

 Abstract View: 37,  PDF Download: 91

 PDF

Digital Zakat Literacy: Synergy of Religious Values and Technology from the Utaut Perspective

 Abstract View: 32,  PDF Download: 71

 PDF

The Effect of Return on Assets (ROA) and Return on Equity (ROE) on the Movement of Sharia Stock Prices of PT.

Bank Syariah Indonesia Tbk for the Period 2021-2024

 Abstract View: 43,  PDF Download: 57

 PDF

Formulation, Integration, and Impact of Vision and Mission in Hospital Strategic Management a Systematic

Review

 Abstract View: 56,  PDF Download: 32

 PDF

Ahmad Nizam, Sartiyah Sartiyah, Nurul Ilyana Muhd Adnan, Hendra Halim, Khairil Umuri, Teuku Muhammad

Syahrizal

DOI : https://doi.org/10.62159/sembj.v7i2.2102

107-117



M. Ikhsan, Taufik Akbar, Abdi Sugiarto

DOI : https://doi.org/10.62159/sembj.v7i2.2022

118-128



Wahyuni Sri Astutik, Kartika Piniji Dwi Budiarti, Diana Isnaeni, Yanto Budi Prasetya, Yani Dwi Restanti

DOI : https://doi.org/10.62159/sembj.v7i2.1897

129-137



Nurul Inayah, Azhari Akmal Tarigan, Isnaini Harahap

DOI : https://doi.org/10.62159/sembj.v7i2.2220

138-149



Rina Syafitri, Nidya Dudija

DOI : https://doi.org/10.62159/sembj.v7i2.2212

150-157



Jumjuma, Nursiah Fitri, Lily Maryam Nasution, Aulia Benazira, Pitono

DOI : https://doi.org/10.62159/sembj.v7i2.2232

158-165



Kurniawati Meylianingrum, Tiara Juliana Jaya, Kholilah Kholilah, Mariam Ait Ahmed

DOI : https://doi.org/10.62159/sembj.v7i2.2223

166-183



Sunarmi Sunarmi, Vivi Hapsari, Syiriac Nellikunnel Devashia

DOI : https://doi.org/10.62159/sembj.v7i2.2086

184-198



Khansa Shabihah, Dedi Rusdi, Amnisuhailah Abarahan, Tazkiya Nafsa Ramadhani

DOI : https://doi.org/10.62159/sembj.v7i2.2117

199-210



Paisal Rahmat, Ainun Nisa Brt, Enni Sari Siregar, Afriadi Sanusi

DOI : https://doi.org/10.62159/sembj.v7i2.1904

211-222



Jodii Arlan Kurnia, Diah Prawesti, Aryo Dewanto

DOI : https://doi.org/10.62159/sembj.v7i2.2225

223-239



https://app.grammarly.com/
https://app.grammarly.com/
https://www.turnitin.com/
https://www.turnitin.com/
https://www.mendeley.com/?interaction_required=true
https://www.mendeley.com/?interaction_required=true
https://siducat.org/index.php/sembj/article/view/2102
https://siducat.org/index.php/sembj/article/view/2102
https://siducat.org/index.php/sembj/article/view/2102/1513
https://siducat.org/index.php/sembj/article/view/2022
https://siducat.org/index.php/sembj/article/view/2022
https://siducat.org/index.php/sembj/article/view/2022/1514
https://siducat.org/index.php/sembj/article/view/1897
https://siducat.org/index.php/sembj/article/view/1897
https://siducat.org/index.php/sembj/article/view/1897/1520
https://siducat.org/index.php/sembj/article/view/2220
https://siducat.org/index.php/sembj/article/view/2220/1521
https://siducat.org/index.php/sembj/article/view/2212
https://siducat.org/index.php/sembj/article/view/2212
https://siducat.org/index.php/sembj/article/view/2212/1523
https://siducat.org/index.php/sembj/article/view/2232
https://siducat.org/index.php/sembj/article/view/2232/1524
https://siducat.org/index.php/sembj/article/view/2223
https://siducat.org/index.php/sembj/article/view/2223/1527
https://siducat.org/index.php/sembj/article/view/2086
https://siducat.org/index.php/sembj/article/view/2086/1528
https://siducat.org/index.php/sembj/article/view/2117
https://siducat.org/index.php/sembj/article/view/2117/1531
https://siducat.org/index.php/sembj/article/view/1904
https://siducat.org/index.php/sembj/article/view/1904
https://siducat.org/index.php/sembj/article/view/1904/1532
https://siducat.org/index.php/sembj/article/view/2225
https://siducat.org/index.php/sembj/article/view/2225
https://siducat.org/index.php/sembj/article/view/2225/1536
https://doi.org/10.62159/sembj.v7i2.2102
https://doi.org/10.62159/sembj.v7i2.2022
https://doi.org/10.62159/sembj.v7i2.1897
https://doi.org/10.62159/sembj.v7i2.2220
https://doi.org/10.62159/sembj.v7i2.2212
https://doi.org/10.62159/sembj.v7i2.2232
https://doi.org/10.62159/sembj.v7i2.2223
https://doi.org/10.62159/sembj.v7i2.2086
https://doi.org/10.62159/sembj.v7i2.2117
https://doi.org/10.62159/sembj.v7i2.1904
https://doi.org/10.62159/sembj.v7i2.2225


Organizational Culture and HR Management in Public Sector

Social Exchange Mechanisms in the Merit System for Senior Official Selection in Riau Provincial Government

 Abstract View: 36,  PDF Download: 26

 PDF

Digital Payment Integration and Financial Control in Large Educational Institutions: A Qualitative Case Study of

an Islamic Boarding School Ecosystem

 Abstract View: 23,  PDF Download: 15

 PDF

Algorithmic Governance, Market Inequality, and MSME Resilience in Indonesia’s Digital Platform Economy: A

Qualitative Study

 Abstract View: 50,  PDF Download: 27

 PDF

Reconfiguration of the Banking Intermediation Model in the Era of Digital Disruption: A Modern Financial

Economics Perspective

 Abstract View: 77,  PDF Download: 51

 PDF

Determinants of Investment Decision Quality in Village-Owned Enterprises: The Role of Digital Literacy,

Behavioral Factors, and Social Environment

 Abstract View: 32,  PDF Download: 24

 PDF

Humanism Investment Decisions: The Role Of Financial Attitude Through Financial Behavior Among Academics

 Abstract View: 42,  PDF Download: 17

 PDF

The Impact of Service Quality and Sharia Governance on Cooperative Members’ Loyalty of Post Conversion as

Mediated by Brand Image

 Abstract View: 31,  PDF Download: 22

 PDF

Neo-Sufistic Economic Empowerment: Reconstruction of the Islamic Economic Paradigm Through the

Qadiriyyah Wa Naqsyabandiyyah Order of Berjan Purworejo

 Abstract View: 27,  PDF Download: 21

 PDF

Determinants of Consumer Satisfaction in Increasing Electric Car Purchase Decisions: The Role of Technology

Adoption as a Moderating Variable in Jakarta

 Abstract View: 32,  PDF Download: 20

 PDF

Adoption of Digital Micro Wakaf Bank by Ultra-Micro and Micro Businesses in Indonesia

 Abstract View: 55,  PDF Download: 18

 PDF

ESG Performance and Firm Value: Evidence from Agribusiness Companies Listed on Indonesia Stock Exchange

 Abstract View: 27,  PDF Download: 11

 PDF

Ikhwan Ridwan, Oman Sukmana, Rachmad Kristiono Dwi Susilo, Junaidi Junaidi

DOI : https://doi.org/10.62159/sembj.v7i2.2233

240-250



M. Sholihun, Mochamad Sirojuddin, Sri Mulyani, Mohammad Yusuf Wijaya, Ismailova Zukhra Karabaevna

DOI : https://doi.org/10.62159/sembj.v7i2.2132

251-260



Mohammad Nurul Ulin Nuha, Dana Azizah Rahmat

DOI : https://doi.org/10.62159/sembj.v7i2.2371

261-274



Rukiah, Riny Viri Insy Sinaga, Erpiana Siregar

DOI : https://doi.org/10.62159/sembj.v7i2.1951

275-282



Hendrik Suhendri, Agnes Quartina Pudjiastuti

DOI : https://doi.org/10.62159/sembj.v7i2.1925

283-296



Yusri Karmila, Eny Suprapti, Dina Amalya Putri

DOI : https://doi.org/10.62159/sembj.v7i2.1933

297-307



Ridwan Nurdin, Muhammad Haris Riyaldi, Sakinatul Raadiyah Abdullah, Khairil Umuri

DOI : https://doi.org/10.62159/sembj.v7i2.2239

308-320



Sahlan, Ahmad Rofiq, Mahsun

DOI : https://doi.org/10.62159/sembj.v7i2.2258

321-338



Gibson Manalu, Slamet Riyadi, Sukesi, Bambang Raditya Purnomo

DOI : https://doi.org/10.62159/sembj.v7i2.2291

339-352



Dewi sartika Nasution, Intan Kusuma Pratiwi, Dahruji

DOI : https://doi.org/10.62159/sembj.v7i2.2237

353-366



Sudarsono

DOI : https://doi.org/10.62159/sembj.v7i2.1907

367-376



https://siducat.org/index.php/sembj/article/view/2233
https://siducat.org/index.php/sembj/article/view/2233
https://siducat.org/index.php/sembj/article/view/2233
https://siducat.org/index.php/sembj/article/view/2233
https://siducat.org/index.php/sembj/article/view/2233/1539
https://siducat.org/index.php/sembj/article/view/2132
https://siducat.org/index.php/sembj/article/view/2132
https://siducat.org/index.php/sembj/article/view/2132/1549
https://siducat.org/index.php/sembj/article/view/2371
https://siducat.org/index.php/sembj/article/view/2371
https://siducat.org/index.php/sembj/article/view/2371/1551
https://siducat.org/index.php/sembj/article/view/1951
https://siducat.org/index.php/sembj/article/view/1951
https://siducat.org/index.php/sembj/article/view/1951/1552
https://siducat.org/index.php/sembj/article/view/1925
https://siducat.org/index.php/sembj/article/view/1925
https://siducat.org/index.php/sembj/article/view/1925/1554
https://siducat.org/index.php/sembj/article/view/1933
https://siducat.org/index.php/sembj/article/view/1933/1555
https://siducat.org/index.php/sembj/article/view/2239
https://siducat.org/index.php/sembj/article/view/2239
https://siducat.org/index.php/sembj/article/view/2239/1560
https://siducat.org/index.php/sembj/article/view/2258
https://siducat.org/index.php/sembj/article/view/2258
https://siducat.org/index.php/sembj/article/view/2258/1561
https://siducat.org/index.php/sembj/article/view/2291
https://siducat.org/index.php/sembj/article/view/2291
https://siducat.org/index.php/sembj/article/view/2291/1562
https://siducat.org/index.php/sembj/article/view/2237
https://siducat.org/index.php/sembj/article/view/2237/1565
https://siducat.org/index.php/sembj/article/view/1907
https://siducat.org/index.php/sembj/article/view/1907/1566
https://doi.org/10.62159/sembj.v7i2.2233
https://doi.org/10.62159/sembj.v7i2.2132
https://doi.org/10.62159/sembj.v7i2.2371
https://doi.org/10.62159/sembj.v7i2.1951
https://doi.org/10.62159/sembj.v7i2.1925
https://doi.org/10.62159/sembj.v7i2.1933
https://doi.org/10.62159/sembj.v7i2.2239
https://doi.org/10.62159/sembj.v7i2.2258
https://doi.org/10.62159/sembj.v7i2.2291
https://doi.org/10.62159/sembj.v7i2.2237
https://doi.org/10.62159/sembj.v7i2.1907


The Sustainable Development Model Based on Zakat According to Antonio Gramsci and Hassan Hanafi

Perspectives

 Abstract View: 40,  PDF Download: 26

 PDF

Analysis of the Effectiveness of Halal Tourism Fatwas: A Study on Awareness, Implementation, and Impact in

the Tourism Industry

 Abstract View: 34,  PDF Download: 5

 PDF

The The Crisis of Paper Money and the Prospects for Cryptocurrency: An Analysis of the Maqashid al-Shariah

Regarding Digital Monetary Instruments

 Abstract View: 69,  PDF Download: 25

 PDF

Investor Attention, Market Anomalies, and Listing Board Effects: Evidence from Indonesian Technology Stocks

 Abstract View: 35,  PDF Download: 12

 PDF

Integrating Sustainable Business Through The Implementation of Environment, Social, and Governance (ESG) in

Accelerating the Realization of a Green Economy

 Abstract View: 23,  PDF Download: 12

 PDF

Analysis of Interregional Development Disparities in Banten Province

 Abstract View: 20,  PDF Download: 7

 PDF

The Effect Of Financial Literacy and Digital Financial Inclusion on Business Sustainability in the MSMEs

Agribusiness Sector with Financial Performance as an Intervening Variable

 Abstract View: 25,  PDF Download: 11

 PDF

Fossil Fuel Subsidies in the Sustainable Urban Transport Agenda: A Maqaṣ id al-Shari‘ah Approach

 Abstract View: 48,  PDF Download: 20

 PDF

User Satisfaction Classification of Tiktok Shop Skincare Products Using C4.5 and Random Forest for

Recommendation Strategy

 Abstract View: 43,  PDF Download: 19

 PDF

The Impact of Employer Branding and Social Media on Employer of Choice on Islamic Bank in Attracting

Generation Z in Indonesia

 Abstract View: 63,  PDF Download: 25

 PDF

The Mediating Role of Work Environment in the Relationship between Visionary Leadership and Employee

Performance: Evidence from Public Health Offices in West Java, Indonesia

 Abstract View: 30,  PDF Download: 20

 PDF

Nikmatul Masruroh, Gita Pamudji, Muhammad Darul Ulum

DOI : https://doi.org/10.62159/sembj.v7i2.1912

377-390



Rahmatullah, Abdul Mujib

DOI : https://doi.org/10.62159/sembj.v7i2.1930

391-406



Muh. Baihaqi, M. Andika Yuda Pratama, Dahlia Bonang, Azizi Abu Bakar

DOI : https://doi.org/10.62159/sembj.v7i2.1932

407-417



Heraeni Tanuatmodjo, Vena Melliyani, Yusuf Murtadlo, Imas Purnamasari

DOI : https://doi.org/10.62159/sembj.v7i2.2055

418-427



Anggit Dyah Kusumastuti, Destina Paningrum, Locita Dara Rasendriya

DOI : https://doi.org/10.62159/sembj.v7i2.1929

428-439



Putri Aqidatul Fadhilah, Dedi Budiman Hakim, Sugeng Budiharsono

DOI : https://doi.org/10.62159/sembj.v7i2.1958

440-453



Pasmai Denta, Muhamad Mustopa Romdhon, Nurna Aziza

DOI : https://doi.org/10.62159/sembj.v7i2.1977

454-465



Wempie Yuliane, Bayu Arie Fianto, Aam Slamet Rusydiana, Sulistya Rusgianto, Rheza Hermawan

DOI : https://doi.org/10.62159/sembj.v7i2.2338

464-484



Nursalim Nursalim, Muhamad Ziaul Haq, A. Nurul Hidayat, Budi Mulyono

DOI : https://doi.org/10.62159/sembj.v7i2.2234

485-493



Anwar Mattawappe, Ryan Saputra Alam, ⁠Salahuddin Alam, Abdul Awim

DOI : https://doi.org/10.62159/sembj.v7i2.2268

494-506



Abdulah Mubarok Dadang, Imas Purnamasari, Disman Disman, Janah Sojanah

DOI : https://doi.org/10.62159/sembj.v7i2.2039

507-514



https://siducat.org/index.php/sembj/article/view/1912
https://siducat.org/index.php/sembj/article/view/1912
https://siducat.org/index.php/sembj/article/view/1912/1572
https://siducat.org/index.php/sembj/article/view/1930
https://siducat.org/index.php/sembj/article/view/1930
https://siducat.org/index.php/sembj/article/view/1930/1574
https://siducat.org/index.php/sembj/article/view/1932
https://siducat.org/index.php/sembj/article/view/1932
https://siducat.org/index.php/sembj/article/view/1932/1575
https://siducat.org/index.php/sembj/article/view/2055
https://siducat.org/index.php/sembj/article/view/2055/1578
https://siducat.org/index.php/sembj/article/view/1929
https://siducat.org/index.php/sembj/article/view/1929
https://siducat.org/index.php/sembj/article/view/1929/1581
https://siducat.org/index.php/sembj/article/view/1958
https://siducat.org/index.php/sembj/article/view/1958/1583
https://siducat.org/index.php/sembj/article/view/1977
https://siducat.org/index.php/sembj/article/view/1977
https://siducat.org/index.php/sembj/article/view/1977/1584
https://siducat.org/index.php/sembj/article/view/2338
https://siducat.org/index.php/sembj/article/view/2338/1585
https://siducat.org/index.php/sembj/article/view/2234
https://siducat.org/index.php/sembj/article/view/2234
https://siducat.org/index.php/sembj/article/view/2234/1586
https://siducat.org/index.php/sembj/article/view/2268
https://siducat.org/index.php/sembj/article/view/2268
https://siducat.org/index.php/sembj/article/view/2268/1587
https://siducat.org/index.php/sembj/article/view/2039
https://siducat.org/index.php/sembj/article/view/2039
https://siducat.org/index.php/sembj/article/view/2039/1588
https://doi.org/10.62159/sembj.v7i2.1912
https://doi.org/10.62159/sembj.v7i2.1930
https://doi.org/10.62159/sembj.v7i2.1932
https://doi.org/10.62159/sembj.v7i2.2055
https://doi.org/10.62159/sembj.v7i2.1929
https://doi.org/10.62159/sembj.v7i2.1958
https://doi.org/10.62159/sembj.v7i2.1977
https://doi.org/10.62159/sembj.v7i2.2338
https://doi.org/10.62159/sembj.v7i2.2234
https://doi.org/10.62159/sembj.v7i2.2268
https://doi.org/10.62159/sembj.v7i2.2039


Moderating Effect of Religiosity on Islamic Green Banking Interest as a Supporting Factor for Sustainable

Finance

 Abstract View: 65,  PDF Download: 19

 PDF

Blockchain Technology Integration in Halal Supply Chain Management: Examining Trust and Transparency

Mechanisms through Institutional Theory Perspective in North Sulawesi

 Abstract View: 43,  PDF Download: 9

 PDF

The Influence of Competence, Training, and Emotional Intelligence on Performance: Mediation of Productivity

at Dinas Tenaga Kerja and Transmigrasi off Bantul Regency

 Abstract View: 28,  PDF Download: 13

 PDF

Consumer Preference Model for Safe and Healthy Halal Culinary Zones in Indonesia: Integration of Functional

Factors and Religious Values

 Abstract View: 24,  PDF Download: 11

 PDF

The Role of Social Media Algorithms in Improving Islamic Financial Literacy: A Systematic Literature Review

 Abstract View: 29,  PDF Download: 8

 PDF

Religiosity, Poverty, Health, and Education Effects on Islamic Human Development through Economic Growth in

West Java

 Abstract View: 18,  PDF Download: 4

 PDF

Islamic Business Ethics in Student Start-Up Development

 Abstract View: 337,  PDF Download: 74

 PDF

Fauzani, Anisah, Yeni Oktaviani

DOI : https://doi.org/10.62159/sembj.v7i2.2285

515-526



Noho Ulidam, Nur Fitry Latief

DOI : https://doi.org/10.62159/sembj.v7i2.2177

527-539



Muhammad Fatkhurohman Albashori, Sri Wahyuning, Himawan Agung Nugroho

DOI : https://doi.org/10.62159/sembj.v7i2.2159

540-551



Nursantri, Chuzaimah Batubara, Muhammad Arif

DOI : https://doi.org/10.62159/sembj.v7i2.2332

552-561



Hafifuddin Hafifuddin, Ujang Sumarwan, Popy Novita Pasaribu

DOI : https://doi.org/10.62159/sembj.v7i2.2270

562-572



Dede Nurwahidah, Mustofa Mustofa, Moh. Najib, Mohamad Anton Athoillah

DOI : https://doi.org/10.62159/sembj.v7i2.2275

573-579



Muhammad Umar Maya Putra, Muhammad Habibi Siregar, Nurhayati Nurhayati

DOI : https://doi.org/10.62159/sembj.v7i2.1895

580-589



Indexing by :

Sharia Economic and Management Business Journal (SEMBJ) by Yayasan Darussalam Bengkulu is licensed under Creative Commons Attribution-ShareAlike 4.0

International License.

https://siducat.org/index.php/sembj/article/view/2285
https://siducat.org/index.php/sembj/article/view/2285
https://siducat.org/index.php/sembj/article/view/2285/1595
https://siducat.org/index.php/sembj/article/view/2177
https://siducat.org/index.php/sembj/article/view/2177
https://siducat.org/index.php/sembj/article/view/2177/1596
https://siducat.org/index.php/sembj/article/view/2159
https://siducat.org/index.php/sembj/article/view/2159
https://siducat.org/index.php/sembj/article/view/2159/1597
https://siducat.org/index.php/sembj/article/view/2332
https://siducat.org/index.php/sembj/article/view/2332
https://siducat.org/index.php/sembj/article/view/2332/1599
https://siducat.org/index.php/sembj/article/view/2270
https://siducat.org/index.php/sembj/article/view/2270/1601
https://siducat.org/index.php/sembj/article/view/2275
https://siducat.org/index.php/sembj/article/view/2275
https://siducat.org/index.php/sembj/article/view/2275/1603
https://siducat.org/index.php/sembj/article/view/1895
https://siducat.org/index.php/sembj/article/view/1895/1604
https://doi.org/10.62159/sembj.v7i2.2285
https://doi.org/10.62159/sembj.v7i2.2177
https://doi.org/10.62159/sembj.v7i2.2159
https://doi.org/10.62159/sembj.v7i2.2332
https://doi.org/10.62159/sembj.v7i2.2270
https://doi.org/10.62159/sembj.v7i2.2275
https://doi.org/10.62159/sembj.v7i2.1895
https://scholar.google.com/citations?user=PHGzD_oAAAAJ&hl=id
https://scholar.google.com/citations?user=PHGzD_oAAAAJ&hl=id
https://garuda.kemdiktisaintek.go.id/journal/view/34565
https://garuda.kemdiktisaintek.go.id/journal/view/34565
https://search.crossref.org/search/works?q=2774-2679&from_ui=yes
https://search.crossref.org/search/works?q=2774-2679&from_ui=yes
https://app.dimensions.ai/auth/base/landing?redirect=%2Fdiscover%2Fpublication%3Fsearch_mode%3Dcontent%26search_text%3DSEMB-J%253A%2BSharia%2BEconomic%2B%2526%2BManagement%2BBusiness%2BJournal%26search_type%3Dkws%26search_field%3Dfull_search
https://app.dimensions.ai/auth/base/landing?redirect=%2Fdiscover%2Fpublication%3Fsearch_mode%3Dcontent%26search_text%3DSEMB-J%253A%2BSharia%2BEconomic%2B%2526%2BManagement%2BBusiness%2BJournal%26search_type%3Dkws%26search_field%3Dfull_search
https://openalex.org/sources/S5407029038
https://openalex.org/sources/S5407029038
https://www.scilit.com/sources/461033
https://www.scilit.com/sources/461033
https://siducat.org/index.php/sembj/
https://yayasandarussalam.or.id/
http://creativecommons.org/licenses/by-sa/4.0/
http://creativecommons.org/licenses/by-sa/4.0/


Diterbitkan secara online: 9 Juni 2026 

https://siducat.org/index.php/sembj/article/view/2299  

 

 

Halaman PDF Viewer 

https://siducat.org/index.php/sembj/article/view/2299/1511  

 

https://siducat.org/index.php/sembj/article/view/2299
https://siducat.org/index.php/sembj/article/view/2299/1511

