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Financial statement fraud is a problem often faced by organizations that can reduce their 
performance. An organization that successfully achieves its goals must be aware of 
information asymmetry and the need for moral justice in managing its finances. The 
research population comprises employees of the finance, planning, reporting, and budget 
preparation sections of the Gowa Regency regional performance unit. This research 
selected a saturated sample of 76 employees from the total population. The results show 
that participatory budgeting has a significant effect on financial report fraud and that 
information asymmetry has a substantial influence on financial statement fraud. The 
research results show that moral justice moderates the effect of participatory budgeting 
on financial report fraud. Moral justice cannot moderate the influence of information 
asymmetry on financial statement fraud. Employees must still have good moral justice in 
participatory budgeting to minimize the possibility of fraudulent financial reports. It is 
hoped that the findings of this research will enable organizations to create innovative 
information facilities to reduce information asymmetry so that organizational 
performance can be achieved. 
 

Contribution/Originality: This study aims to provide knowledge on limiting the use of financial budget 

realization and creating integrated regional financial management in the Gowa Regency. The institutional synergy 

between the central, provincial, and district governments is needed to create regional financial governance. Through 

all regional apparatus, organizations are regulated in various laws and regulations governing state/regional financial 

management. Regional financial management officials and heads of regional financial management work units as 

budget users are accounting entities that are required to prepare financial reports. 

 

1. INTRODUCTION 

A successful financial plan to achieve an organization's future goals relies heavily on a good budget. Budget 

management has various important organizational functions, such as planning, implementation, coordination, 

supervision, and serves as a guide for organizational performance. Implementing a performance-based budgeting 

system is expected to overcome the weaknesses of traditional budgeting systems to improve organizational 

performance (Mogues & Olofinbiyi, 2020; Nguyen, Evangelista, & Kieu, 2019). A financial plan is outlined in a detailed 
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budget that is formally expressed in quantitative, financial, and non-financial measures. Regarding the acquisition 

and use of organizational resources and responsibility, businesses carry out their activities within a certain period, 

generally one year, to achieve organizational goals. Participatory budgeting has positive and negative impacts that 

may arise due to the budget preparation process involving subordinates (Surya, Menne, et al., 2021; Tyas & Mardiati, 

2021). Subordinates make the best estimate of the organization's budget, tending to set an amount that is easy to 

achieve to make performance look good (Akbar, Africano, & Isrodinata, 2021; Daumoser, Hirsch, & Sohn, 2018). The 

income budget is set lower, and the costs or expenses are set higher, which creates the opportunity for financial 

statement fraud. 

Since regional autonomy was established, regional governments have been required to realize good governance 

(Karim, Asrianto, Ruslan, & Said, 2023). Regional governments use a performance-based budget system, which is an 

efficient and participatory development process and uses performance as a benchmark in achieving regional budget 

targets. The budget gap or budgetary slack is the difference between the budget amount reported by the agent and 

the best estimate from the company or local government (Karim, Syamsuddin, & Asrianto, 2023). Agents tend to 

submit budgets by lowering revenues and increasing costs compared to the best estimates submitted so that targets 

are more easily achieved. Also, budgetary slack often occurs at the planning and preparation stages of regional 

budgets because it is dominated by executive and legislative interests and does not reflect community needs (Shu, 

Chen, & Chen, 2023; Wahyuni, Kalsum, Asmara, & Karim, 2022). The regional income and expenditure budget is a 

planning tool as well as a control tool for regional government. The budget also functions as a control tool because 

it can be used as a benchmark for the performance of each responsibility center in local government (Wijekoon, 

Sharma, & Samkin, 2024). The existing paradigm in the budgeting process in regional government is that employees 

assume that the amount of planned income is contained in the regional income and expenditure budget. The lowest 

limit that must be achieved and the amount of planned expenditure is the highest limit, thereby triggering accounting 

fraud (Dewi, Mahmudi, & Maulana, 2021).  

Accounting fraud is a form of misrepresentation that is intentionally carried out to cause losses. Budgetary slack 

will result in the budget being used as a tool to assess a person's performance so that it does not function properly 

because the budget does not reflect the actual abilities of the person (Bahtiar & Karim, 2021). A bigger problem that 

will occur is that budgetary slack will affect the preparation of the next period's budget. On an ongoing basis, a budget 

that was not optimal in the previous period will affect the budget needs for the next period. Budgetary gaps can occur 

due to inadequate attention to decision makers, communication, budget approval processes, and unselective 

leadership. Fraud has occurred in various regional government work unit offices in Gowa Regency, South Sulawesi 

Province (Karim, Musa, Sahabuddin, & Azis, 2021). As a result of the investigation, Sub-directorate III of the 

Corruption Eradication Committee of the Special Criminal Investigation Directorate of the South Sulawesi Regional 

Police on May 14, 2019, traced the alleged increase in financial plans to the acquisition of Imtaq teaching aids carried 

out by the Gowa Regency education office. The cash used to purchase the props in question was only IDR 

1,500,000,000.00, but the financial plan allocated for this exercise was IDR 5,609,681,992. Not only that, but this 

group also postponed work. In February 2019, there were still product deliveries from Yogyakarta to Makassar, while 

information on the handover of work was 100% calculated to be precise in September 2018. It was found that the 

expected acquisition of Imtaq teaching aids for 82 elementary schools spread across 18 sub-districts in Gowa Regency 

used a financial plan amounting to IDR 5,609,681,992, which was obtained from the regional revenue and expenditure 

budget for the 2018 fiscal year (Menne et al., 2022). 

The factor that causes employees in regional work units to commit fraudulent financial reporting is information 

asymmetry. Information asymmetry can occur if the manager knows more information than the principal (Surya, 

Salim, et al., 2021). In addition to budget participation and information asymmetry, another individual behavioral 

factor is moral equity, which can weaken or strengthen the occurrence of fraud. Moral equity represents an element 

of ethics as a whole and is an important criterion in ethical assessment (Anggraini, Salsabila, & Chairina, 2023). 
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Therefore, this moderating variable is used to determine whether the existence of moral equity, budget participation, 

and information asymmetry toward financial statement fraud will be higher or lower (Abdel-Rahim & Stevens, 2018). 

This gap is characterized by the behavior of lowering income targets as a way to facilitate the achievement of regional 

government budgets. Budget gaps like this are caused by individual behavior in trying to prepare a budget that is felt 

to be easier to achieve, and safe when holding the budget accountable (Frihatni & Abbas, 2020). There are five 

measurement indicators, according to budget standards, that can increase productivity: budget achievement, 

monitoring costs due to budget constraints, demands on the budget, budget targets causing efficiency, and budget 

targets that are difficult to achieve. Budget participation will not only affect budget targets but also organizational 

goals. Usually, employees will target income lower than their capacity to achieve the target easily; this will make the 

employees' performance look better. The cost budget will be prepared to be larger than the actual needs to make it 

appear that employees are making savings on the financing side. This motivates employees to plan budgets that do 

not follow their abilities so that they get more incentives. 

This research found that the level of financial report fraud in the Gowa Regency government in South Sulawesi 

Province was influenced by several factors. Information asymmetry occurs as a result of a subordinate having better 

information than his superior (Park & Jang, 2021). When a subordinate knows better what is needed in an 

organization, they provide biased information by reporting a budget below the expected performance and create a 

budget target that is easy to achieve to trigger budgetary slack. There is an influence of information asymmetry on 

the emergence of budgetary slack, namely that budgetary slack will be greater in conditions of information asymmetry 

because information asymmetry encourages budget implementers' subordinates to create budgetary slack (Wardani, 

2021). Information asymmetry is also explained in agency theory, which underlies the relationship between principals 

and agents. According to this theory, an agent has more information and understands the organization better, giving 

rise to information asymmetry. 

The problem that arises from the principal and agent relationship is that the principal is neutral toward risk 

while the agent is averse to effort and risk. A subordinate sometimes creates budgetary slack because he wants to 

avoid risks by providing biased information, so there is a possibility that information asymmetry is the trigger for 

budgetary slack. If subordinates become more technically familiar with the work and employees have an 

understanding of what can be achieved in their respective areas of responsibility, the budget gap will decrease 

(Ababneh & Aga, 2019). Evaluation of a person's performance is determined based on whether or not the budget 

target is achieved, where subordinates are rewarded if the budget plan is achieved and sanctioned if the budget plan 

is not achieved (Achmad, Ghozali, & Pamungkas, 2022). Such budget emphasis will encourage subordinates to create 

slack to increase compensation prospects and avoid sanctions. Budget emphasis is pressure placed on subordinates by 

superiors to implement the budget. With the various phenomena described above, this research aims to analyze the 

impact of participatory budgeting and information asymmetry on financial report fraud, as well as the interaction 

between moral justice and participatory budgeting and information asymmetry on financial report fraud in the Gowa 

Regency government in realizing good governance.  

 

2. LITERATURE REVIEW 

2.1. Participative Budget  

Participatory budgeting is a process in which individuals are involved and have an influence on the preparation 

of budget targets and whose performance will be evaluated and possibly rewarded for their budget achievements 

(Karim, Syamsuddin, et al., 2023). Participatory budgeting is a creative innovation in the process of making policies. 

In this case, the community is directly involved in policymaking. Budget participation is a process in an organization 

that involves all parties in determining the budget objectives for which they are responsible. The regional budgeting 

process using a performance approach set out in the Ministry of Home Affairs that contains guidelines for drafting 

regional income and expenditure budgets which are implemented by the executive budget team together with regional 
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organizational units. Government officials run the government bureaucracy and are the key to implementing the 

policies and systems that have been established. Weak human resources cause poor bureaucratic services in Indonesia. 

The low quality of human resources is reflected in three things, namely welfare, reward, and punishment (Hasniati, 

Indriasari, Sirajuddini, & Karim, 2023). Salary as a support for performance is currently being debated because salaries 

do not reflect the truth, in other words, salaries do not fully reflect the level of education, loyalty, achievement, 

discipline, or productivity of an employee as they should. 

Budget participation is a process where the individuals involved influence the budget targets (Sandi, Yunita, 

Heikal, Ilham, & Sinta, 2021). Participatory budget preparation is expected to improve employee performance; this is 

based on the idea that when a goal or standard designed in a participatory manner is approved, employees will be 

serious about achieving the goals that have been set because they have a sense of personal responsibility for 

participating in the budget preparation (Lata, 2020). The most important role of the budget is acting as the main tool 

used by a company for planning and control. Budgets in an organization function as a tool for assessing manager 

performance and, thus, one way to align goals is to increase manager involvement in the organization (Al-Ameedee 

& Moradi, 2023). Budgeting management concerns various aspects, namely budget participation, clarity of budget 

targets, feedback based on the budget, performance evaluation based on the budget, and the level of difficulty of the 

budget targets (Surya et al., 2022). Much of the research on budgets focuses on managers' involvement in the budget 

process. Real participation means that individuals can spontaneously or freely carry out discussions or provide input, 

whereas in pseudo-participation, managers do not agree on what is decided, but they state that they agree because 

the company or organization requires approval (Daga, Karim, Nawir, Lutfi, & Jumady, 2024).  

Fiscal transparency has long been considered an important component for reducing corruption and building a 

democratic system that is fair and equal in the world of public financial management. However, the importance of the 

government's role in providing opportunities for the public to participate in the fiscal process has become increasingly 

recognized in recent years (Huang, Cheng, Chung, Wang, & Wang, 2021). Participation can be a frustrating endeavor 

for citizens. Participatory budget preparation can provide direct influence and power to citizens. Participatory 

budgeting can reduce feelings of powerlessness to influence or change government and serve as a tool to focus 

democracy on the needs and priorities of each citizen, rather than on particular interests (Hassan & Basiruddin, 2023). 

The participatory budget project strategy determines that the government designs the participatory budget 

preparation process so that it covers as much as possible by emphasizing the participation of citizen groups who have 

not been historically involved in the general election and democratic processes (Riyadh, Nugraheni, & Ahmed, 2023). 

The project began by establishing a steering committee consisting of local community members. This committee acts 

as a leader to guides the project toward implementation. 

Budgeting participation is considered a factor that can influence the occurrence of budget gaps. Budgeting 

participation is a process in which work units, both superiors and subordinates, are involved and have an influence in 

determining budget targets (Meutia & Hermanda, 2022). The higher the involvement in budget preparation, the more 

individuals will be encouraged to create budgetary slack (Ngo, Doan, & Huynh, 2017). In preparing the budget, 

individuals abuse their authority to make it easier to achieve targets, which can be detrimental to the organization 

(Ferguson & Lam, 2023). Individuals feel the pressure of tight budgets and anxiety over poor performance reports, 

so budgets can often hinder their career advancement. Budgeting participation influences budget gaps (Jatmiko, 

Laras, & Rohmawati, 2020). The higher the individual involvement in budget preparation, the higher the practice of 

budget slack. Organizational culture is a factor that influences budgetary slack. In organizational culture, bureaucracy 

is closely related to public services because the activities of public officials must be guided by normative regulations 

that have been established by public organizations (Silva, Mota, & Moreira, 2022).  

Organizational culture has become a way of doing work and responding to organizational environmental 

conditions, in this case the budget preparation process. Theoretically, organizations that have a decentralized 

structure can provide public services effectively and efficiently. This will minimize the role gap between the central 
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organization and the activity implementation organization (Sugiyono, 2019). The organizational culture in the 

Indonesian government is that of a bureaucratic model. Bureaucratic culture can shape individual identity within the 

organization and for the organization itself. This identity differentiates one organization from another, and this 

differentiation can function as a controller for the behavior of organizational members (Felix Júnior, Costa, 

Guimarães, Pereira, & El-Aouar, 2020). Organizational culture is a collection of attitudes, perspectives, and habits in 

responding to environmental situations which can be used as a driver of employee commitment. 

Theoretically, it can be said that if budgetary participation is not implemented well, it can encourage budget 

implementers to create budget gaps, leading to fraud. This has negative implications, such as the misallocation of 

resources and bias in evaluating subordinates' performance in their unit of responsibility (Major, 2019). A budget can 

be used as a tool to plan expenses and income, and to control, coordinate, communicate, motivate, and evaluate the 

achievements of subordinates. There are two important elements of the budget, namely (1) how the budget is made, 

related to the mechanism for making the budget, and (2) how the budget is implemented as an organizational plan, 

related to the reactions and attitudes of subordinates toward the existing budget system in the organization (Jordan, 

Yusuf, Berman, & Gilchrist, 2017). Empirically, participatory budgeting can be used as positive communication 

between superiors and subordinates, because with participation there will be mechanisms regarding work plans. 

Superiors give authority to subordinates so that they will do their best for the company (Rezaei, Nasseri, & Maazallahi, 

2024). However, participatory budgeting can also cause problems, for example: (1) superiors or subordinates will set 

budget standards that are too high or too low, (2) subordinates will create budgetary slack by allocating resources 

above what is needed, and (3) there is pseudo-participation. Budgetary slack is the difference between the budget 

amount proposed by subordinates and the company's best estimate. Subordinates tend to submit budgets by lowering 

income and increasing costs compared to the best estimates so that targets can be more easily achieved (Yuhertiana, 

Bastian, & Sari, 2019). 

 

2.2. Information Asymmetry 

Information asymmetry refers to a situation in which one party in a transaction has better or more complete 

information than the other party. Information asymmetry occurs when there is an imbalance of  knowledge regarding 

a product or service between the two parties engaged in an economic transaction (Zhyber, Pyslytsya, Zavystovska, 

Tymchenko, & Shchur, 2024). In a financial context, information asymmetry occurs when one party in a transaction 

has access to better information about relevant assets, liabilities, or conditions than the other party. Minimizing 

information asymmetry can increase the likelihood of  success for projects launched on the Crowdfunder platform. 

Information asymmetry can occur in various situations, such as buying and selling transactions, offering products or 

services in consumer markets, or contract negotiations between citizens and agencies (María del Carmen, Bolivar, & 

Hernandez, 2014).  

The existence of  information asymmetry is considered a cause of  earnings management in an organization (Shen, 

Choi, & Minner, 2019). The more information about the internal company that is owned by managers rather than 

shareholders, the more managers will have the opportunity to carry out earnings management (Vosooghidizaji, 

Taghipour, & Canel-Depitre, 2020). In presenting accounting information, especially in preparing financial reports, 

agents also have asymmetric information so that they can more flexibly influence financial reporting to maximize 

their interests (Abad, Cutillas-Gomariz, Sánchez-Ballesta, & Yagüe, 2018). Budget preparation in regional 

government must focus on the welfare of  the community and not just serve personal or group interests (Cheynel & 

Levine, 2020). For this reason, truly accurate information is needed in preparing regional government budgets (Fisher, 

Mitchell, Peffer, & Webb, 2019), lest the proposals submitted by the community are not accommodated in the budget. 

Local information is an example of  information asymmetry that arises when subordinates have appropriate 

information in the regional budget decision-making process (Asongu & Odhiambo, 2018). Budgets provide several 

advantages for an organization, including forcing managers to plan, providing standards for performance evaluation, 



Asian Economic and Financial Review, 2024, 14(10): 748-761 

 

 
753 

© 2024 AESS Publications. All Rights Reserved. 

and improving communication and coordination (Chod & Lyandres, 2021). Budgets are used by top-level managers 

as a tool to implement organizational goals in quantitative and time dimensions and communicate them to the heads 

of  regional work units at lower levels as long-term and short-term work plans. 

Two types of  participation methods can be used in budget preparation, namely the top-down and bottom-up 

methods. The top-down method is almost entirely carried out by upper-level management, while middle- and lower-

level management only implement the budget (Ali & Haliah, 2021). Meanwhile, the bottom-up method is carried out 

by lower-level management, then continued by middle-level management and approved by upper-level management 

(Busch & Strehl, 2019). A bottom-up budgeting system can improve the performance of  managers or subordinates. 

Budgets require a sense of  responsibility among lower-level managers and encourage activity. However, some 

managers may prepare budgets that are too high or too tight, which can reduce performance levels. A gap can also be 

interpreted as the difference between the reported budget and the budget that is following the company's best 

estimate, namely when the revenue budget is lower and the expenditure budget is higher than the actual estimate 

(Khoo, Rahman, & Kamil, 2024). 

Regarding company information, the party with better information can use it to their advantage, while the other 

party may be harmed. In certain organizations, subordinates have more precise data that can influence execution 

estimates (Iznillah & Basri, 2018). Subordinates who have individual data about the organization take part in the 

administrative control framework by submitting or entering data to be combined with the government's financial 

plan guidelines to decide on government implementation. Vertical information asymmetry is specific data flowing 

from lower levels to more significant levels (Putri & Trisnaningsih, 2024). Each subordinate can have a legitimate 

justification for requesting or providing data to superiors. Horizontal information asymmetry is specific data that 

flows from one individual to another, or places with levels of  power or data that move between individuals and 

positions that are no better or lower than each other, and they involve different functional areas in the organization 

but at a similar level (Lee, Zhao, & Hassna, 2016). 

 

3. RESEARCH METHODOLOGY 

3.1. Type of Research 

This study employs a quantitative research method, which uses numbers and statistical calculations. Quantitative 

research can be interpreted as a method used to examine a particular population or sample. Sampling techniques are 

generally carried out randomly, data collection uses research instruments, and data analysis is quantitative or 

statistical with the aim of testing predetermined hypotheses. Quantitative research involves collecting and analyzing 

numerical data, which is used to identify patterns, make predictions, assess cause-and-effect relationships, and 

generalize research results to a wider population (Sugiyono, 2019). In quantitative research, data is analyzed by 

considering certain variables. The participants in this research consisted of staff members in two finance-related 

departments, namely the finance and planning and reporting sections, as well as staff involved in budgeting in the 

Regional Work Unit in Gowa Regency. The saturated sampling method was used to select the participants. 

 

3.2. Data Collection Method 

To collect data, a survey method in the form of a questionnaire was used, which is a list of written statements 

relating to the research variables. Because this study used a questionnaire, an instrument test was carried out to 

confirm its validity and reliability. Respondents' answers (ordinal data) were tabulated and converted into interval 

data. As a requirement to fulfill the regression test, the classical assumption test (normality and heteroscedasticity 

test) is first performed.  
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3.3. Data Analysis Method 

Moderated regression analysis was used to test the hypotheses. The multiple regression model and its 

moderation are shown below: 

𝑌 =  𝛼 +  𝛽1𝑋1 +  𝛽2𝑋2 +  𝑒      (1) 

𝑌 =  𝑎 + 𝛽1𝑍𝑋1 + 𝛽2𝑍𝑋2 + 𝛽3𝑍𝑀 +  4│𝑍𝑋1 − 𝑍𝑀│ + 𝛽5│𝑍𝑋2 −  𝑍𝑀│ +  𝑒     (2) 

Where:  

Y = Financial statement fraud. 

ZX1 = Participatory budget. 

ZX2 = Information asymmetry. 

ZM = Moral equity. 

|ZX–ZM| = The interaction as measured by the absolute value of the difference between ZX and ZM. 

a = Constant. 

β = Regression coefficient. 

e = Error term. 

The research design uses quantitative data processing and analysis methods to determine the extent of the 

influence of the independent variables on the dependent variable. Determining the dependent variable in this research 

is influenced by one or several independent variables, as shown in Figure 1. 

 

 
Figure 1. Research design. 

 

The hypotheses formulated for this research are as follows: 

H1: Budget participation influences financial report fraud. 

H2: Information asymmetry influences financial statement fraud. 

H3: Budget participation influences fraudulent financial statements with moral equity as a moderator variable. 

H4: Budget participation influences financial statement fraud with moral equity as a moderator variable. 

 

4. RESULTS AND DISCUSSION 

4.1. Results 

In this study, 76 employees were respondents, of which 65% were male and the remaining 35% were female. Of 

the respondents, 72.44% were categorized as executors, while 27.56% held functional positions. In terms of age 

distribution, 7.09% were 25 or younger, 11.42% were between 26 and 30, 20.08% fell within the 31 to 35 age group, 
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23.62% belonged to the 36 to 40 category, 16.54% were between 41 and 45 years old, 12.99% were between 46 and 

50 years old, and the remaining 8.27% were above 50 years of age. 

In this survey, 87.80% of the respondents were married and 12.20% of them were single. Of the respondents who 

were married, 85.83% had children, and 14.17% of the respondents did not have any children. Additionally, 61.81% 

of the participants reside with their family, parents, or siblings, while the remaining 38.19% did not live with them. 

Of the respondents who were married, 47.64% of their partners worked, while 52.36% were unemployed. Only 17.32% 

of the respondents had an additional source of income, while the majority (82.68%) did not. Furthermore, 43.70% of 

the respondents actively engaged in community activities, while the remaining 56.30% did not participate in such 

activities. 

The survey found that 24.41% of the respondents had a diploma, while 52.36% of them had a bachelor's degree 

(S-1), 21.26% had a master's education (S-2), and only 1.97% had another educational background. Regarding work 

experience, 7.87% of the respondents had less than five years’ experience, 17.72% had worked for 5–10 years, 24.02% 

had worked for 11–15 years, 20.87% had worked for 16–20 years, and 29.53% had more than 20 years’ of work 

experience. 

 

4.2. Descriptive Analysis of Variables 

The descriptive variables of the 76 samples in the study are shown in the following table: 

 

Table 1. Descriptive statistics test results. 

Variable n Minimum Maximum Mean Std. deviation 

Participatory budgeting 76 6.00 30.00 23.0 5.95 
Information asymmetry 76 6.00 30.00 19.6 7.10 
Financial statement fraud 76 7.00 35.00 30.5 6.56 
Moral equity 76 8.00 25.00 22.3 3.61 
Valid n (Listwise) 76 0.00 0.00 0.00 0.00 

 

Table 1 presents the descriptive statistics for each variable studied. Participatory budgeting shows a minimum 

value of 6.00 and a maximum value of 30.00, giving an average of 23.0263, and the standard deviation is 5.95981. 

Information asymmetry shows a minimum value of 6.00 and a maximum value of 30.00, giving an average of 19.6447, 

and the standard deviation is 7.10250. Financial statement fraud has a minimum value of 7.00 and a maximum value 

of 35.00, giving an average value of 30.5395, and the standard deviation is 6.56545. Finally, moral equity has a 

minimum value of 8.00 and a maximum value of 25.00, giving an average of 22.3684, and a standard deviation of 

3.61420. 

 

4.3. Hypothesis Test Results 

Data analysis used simple linear regression to determine the partial influence between the variables of 

information asymmetry and budgetary slack. Hypothesis testing in this research uses two methods based on the 

coefficient of determination and the t-test. 

 

Table 2. Partial regression test results (t-test). 

Model Unstandardized 
coefficients 

Standardized 
coefficients 

 
t 

 
Sig. 

B Std. error Beta 

 
 
1 

(Constant) 9.814 2.257 0.000 4.347 0.000 

Participatory budgeting 0.763 0.087 0.692 8.715 0.000 

Information asymmetry 0.162 0.073 0.175 2.207 0.030 
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Table 2 shows that the participatory budget variable has a t-value of 8.715. This value is greater than the critical 

t-value of 1.993 from the t-table (Sig. = 0.05 and df = n-k, namely 76-3 = 73). This variable has an unstandardized 

beta coefficient of 0.763. The significance level of 0.000 is smaller than the predetermined threshold of 0.05, so H1 is 

accepted. In other words, budget participation has a significant effect on financial statement fraud and the first 

hypothesis is accepted. Furthermore, from Table 2 it can be seen that the information asymmetry variable has a t-

value of 2.207, which is greater than the t-table value of 1.993 (Sig. = 0.05 and df = n-k, namely 76-3 = 73) and has a 

calculated t-value of 2.207. The unstandardized beta coefficient is 0.162 and the significance level is 0.030, which is 

smaller than 0.05. Therefore, H2, which states that there is a significant influence of information asymmetry on 

financial statement fraud is supported. 

 

Table 3. Partial regression test results (t-test). 

 
 
Model 

Unstandardized 
coefficients 

Standardized 
coefficients 

 
 

t 

 
 

Sig. B Std. error Beta 

1 (Constant) -7.435 5.851 0.000 -1.271 0.208 

Participatory budget 1.728 0.342 1.560 4.884 0.000 

Information asymmetry -0.784 0.445 -0.859 -1.743 0.086 

Moral equity 1.035 0.295 0.569 3.513 0.001 

X1_M -0.049 0.016 -1.158 -3.004 0.004 

X2_M 0.037 0.020 1.042 1851 0.068 

 

The test results in Table 3 show that the unstandardized beta coefficient is -0.049 and the significance level is 

0.004, which is smaller than 0.05. This shows that Islamic religion moderates the relationship between participatory 

budgeting and financial report fraud, so H3, which states that the moderating influence of Islamic faith (moral equity) 

on the relationship between budget participation and financial statement fraud, is confirmed. The results of the 

different value tests in Table 3 also show that the variable X2_M has a relationship between t-count of 1.851 < t-

table of 1.993 (Sig. = 0.05 and df = n-k, namely 76-3 = 73). The unstandardized beta coefficient is 0.037, and the 

significance level of 0.068 is greater than 0.05, so hypothesis H4 is rejected. Thus, it can be concluded that the moral 

equity variable does not moderate the relationship between information asymmetry and financial statement fraud. 

 

4.4. Discussion 

The results of the analysis of the first hypothesis (H1) show that participatory budgeting has a positive influence 

on financial statement fraud. This indicates that people who participate more in budgeting tend to agree that the 

occurrence of unethical behavior leads to increased accounting fraud. This finding shows that the higher the budget 

participation, the higher the level of financial statement fraud. Based on the partial test results for the Gowa Regency 

government, every budget participant has the opportunity to commit financial statement fraud. Financial statement 

fraud can cause inefficiency in an organization if each party has different desires and interests. Financial stability and 

external pressure have a positive effect on financial statement fraud (Achmad et al., 2022). The emergence of financial 

statement fraud, which is a variable in this research, can be explained using agency theory. The budget can be 

increased if superiors realize that the information their subordinates have is important for the budget being prepared. 

When subordinates have more confidential information that is not provided to the organization, superiors cannot 

always check the work carried out by their subordinates, so this will trigger financial statement fraud. The results of 

this research are consistent with previous research by Sabirin and Herfian (2021) who found that budget participation 

and information asymmetry have a significant positive effect on budget gaps and the tendency for financial report 

fraud. 

The second hypothesis (H2) states that information asymmetry significantly influences financial statement fraud, 

and the results of the analysis confirm that information asymmetry has a positive influence on financial statement 
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fraud. Information asymmetry happens when parties within the Gowa Regency government have access to more 

information than parties outside the organization. In this situation, the opportunity to commit fraud becomes easier. 

Fraud occurs whenever there is an opportunity for employees to convey incorrect information. Based on the analysis 

results, it is known that when there is an increase in information asymmetry, it will increase financial statement fraud. 

So, the higher the level of information asymmetry, the higher the possibility of financial statement fraud. This explains 

that the imbalance in information acquisition between the leadership as the information provider (preparer) and 

stakeholders will have an impact on the possibility of differences in the budget amount proposed by subordinates with 

the best-estimated amount from the organization. This finding is supported by Sari, Pradnyani, and Cahyadi (2023) 

who found that information asymmetry positively influences the tendency of accounting fraud. 

The third hypothesis (H3) states that moral equity can moderate the relationship between budget participation 

and financial statement fraud, and the results of the analysis confirm this. This means that employees who have strong 

moral equity have strong self-control to prevent and minimize acts of accounting fraud. Moral equity is proven to be 

a moderator between participative budgeting and financial statement fraud. Therefore, financial statement fraud can 

be reduced by increasing participatory budgeting through moral equity. Ethics serve as a guide for humans regarding 

appropriate behavior. It concerns the values and norms that regulate every human behavior, and ethics encourages 

humans to act freely but responsibly, so it can strengthen the participatory influence of the budget to reduce the 

possibility of financial statement fraud. This is consistent with the Islamic view which emphasizes the importance of 

Aqidah, Sharia, and ethics in individual actions. People with honorable personalities can help prevent fraud through 

reflection and activities that are imbued with the qualities of faith, ethics, and moral equity (Sylvyani & Ramli, 2023). 

The fourth hypothesis (H4) states that moral justice can moderate the relationship between information 

asymmetry and financial statement fraud. However, the results of the analysis show that moral justice cannot 

moderate this relationship, so moral justice cannot be used as a basis for preparing financial reports. Moral justice 

encourages people to act in a way that avoids conflict and ensures that mistakes do not occur in economic, budgetary, 

and financial fields. However, moral justice also allows space for human development by providing values and 

decisions to prevent harming each other by providing the same information to interested parties. Moral justice does 

not limit space for development but provides values and decisions to prevent financial statement fraud. 

 

5. CONCLUSION 

The findings of this research show that the involvement of various parties, especially stakeholders in budgeting, 

has an important impact on the occurrence of financial report fraud in various government sectors. This means that 

everyone can participate in monitoring the use of the budget, which can prevent the tendency for unethical behavior. 

The impact of information asymmetry on financial statement fraud is large, which suggests that information 

differences are greater. Leaders and subordinates can increase the possibility of fraudulent financial reports. Moral 

justice can moderate the relationship between budget participation and financial report fraud in every government 

and private agency. This means that if someone has high moral equity, they will have strong self-control and can 

prevent and minimize financial statement fraud. Moral equity does not moderate the correlation between information 

asymmetry and financial statement fraud. If a person has high or low moral equity, he is unable to prevent information 

asymmetry within an organization as a means of preventing financial statement fraud. 

Information asymmetry is the difference in the information that the heads of Gowa Regency regional work units 

have with their subordinates due to differences in sources and access to information. Participation of subordinates in 

preparing the budget can provide an opportunity to include local information. In this way, subordinates can convey 

some of their personal information which may be included in the budget. The preparation of budgets in government 

must truly focus its objectives on the welfare of society and not just realize personal or group interests. For this 

reason, truly accurate information is needed in preparing regional government budgets, lest proposals submitted by 



Asian Economic and Financial Review, 2024, 14(10): 748-761 

 

 
758 

© 2024 AESS Publications. All Rights Reserved. 

the public are not accommodated in the budget. There is a need for restrictions so that subordinates prepare budgets 

according to proportions or predetermined plans and strategies to reduce the incidence of financial statement fraud. 
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