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Abstract. This research aims to analyze the effect of zero-based and performance-based budget on the performance of government
task force units in Medan city and other nearby districts. It is an explanatory survey that describes the causal relationship of a
phenomenon. The population of this study involves all the treasurers of task force units in the cities/districts namely, Medan,
Asahan, Batubara and Tanjungbalai. Using the stratified random sampling, there were 210 questionnaires distributed to the
chosen respondents. The study has found that the application of zero-based budget does not affect partially the performance of
task force units. Moreover, the application of performance-based budget affects partially the performance of task force units in
Medan city. In addition, it concludes that there is a difference in performance between the Zero-based budget (ZBB) and

Performance-based budget.
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1. INTRODUCTION

Performance-based budget is a budgeting system adopted by
the regional government that has been seen as crucial in
obtaining transparent financial results. The performance
indicators have been wused in the planning and
documentation of the government budgeting process. As
highlighted in Act No. 22/1999 on Regional Government
and Law No. 25/1999 on Fiscal Balance between Central
and Regional Territories, the regional government has an
authority in the budgeting development which includes
formulating and evaluating policies. With the greater
authority in the budgeting implementation, the regional
financial budget and its management should be done
transparently and always be guided by the principles set out
in the financial regulations (Bastian, 2006). In relation to the
regional budget, it has also been used as a tool to determine
the amount of income or expenses to help in the decision-
making, development planning, as well as the authorization
of expenditures in the future. This is the main policy
instrument of regional governments which occupy a central
position on the capability and effectiveness of budgeting
development.

Meanwhile, according to the enactment of Government
Regulation No. 105/1999, the budget only provides
information about the number of sources of income and uses
of funds, while the information on performance as well as
economic and social circumstances and opportunities are not
captured. This is in spite of the fact that this information is
an indicator that should be the benchmark in preparing the
budget. The vagueness of the information causes the budget
system to fail to provide a comprehensive picture of the
local needs. As a result, the performance of regional
development cannot be assessed from the structure of the
budget, which means that it is quite difficult to gauge
whether or not the public service has been carried out
efficiently and effectively.

Earlier, the structure of the regional budget had taken place
before the issuance of regulations on the local autonomy
where it had used an incremental approach and line items.
The incremental approach using the previous year's data is a
basis for adjusting the size of addition or reduction of the
amount without the use of a more rational reason. Yet, this
approach does not only guarantee the fulfillment of the real
needs, but also it leads to continuous errors. Meanwhile, the

line item approach is a planned budget based on items that
had existed in the past, whereby it does not allow local
governments to eliminate one or more items of expenditure
that have long existed. The logical consequence of this
approach is the occurrence of both overfinancing and
underfinancing in a work unit. Thus, this may lead to
uneconomial  public  services, inefficiency  and
ineffectiveness, and failure to fulfill the demands and needs
of the public.

In relation with financial management and budgeting system
which have been set up by the regional government, it is
indicated that the absorption and implementation of both are
different in terms of the types and characteristics of
administration in the city and district government. The
differences revolve around the public service and policy,
government investment, development planning and social
culture issues that are used as the type of regional
government variables (Abdullah, 2014). This study aims to
see differences in the application of the zero-based and
performance-based budgets. It will also reveal the effect of
the application of the performance-based budget on the
performance of government task force units. This research
observed 33 task force units in the Medan city and other
districts nearby the Medan city.

The formulation of the problem in this study is as follows:

1. Does the application of zero-based and performance-
based budgets influence the performance of
government task force units in Medan city and other
nearby districts?

2. Is there a difference between the achievement of the
application of the zero-based with performance-based
budgets on the government task force units in the city
and district government?

3. Are there significant differences on the managerial
aspect of performance budgeting in the city and district
government?

At last, this study will significantly carry several benefits
namely; (i) for the Government, it will enable it to look into
the application of performance-based budgeting systems
particularly in Medan city and other districts, so the budget
preparation and performance of each budget on task force
units can be improved; (ii) for academics, it can be used as a
reference and further study can be carried out towards
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assessing the economics and efficiency if applied by other
regional governments.

2. LITERATURE REVIEW

2.1. Zero-Based Budget (ZBB)

The ZBB is a budgeting system based on estimates of

activity, rather than things that have been done in the past.

Each activity will be evaluated separately through various

programs developed in the vision of the year (Uluum, 2004).

This concept is intended to overcome the weaknesses of the

traditional budget system. Some of the weaknesses of the

traditional budget system are revealed, among others:

1. Inadequate relationship between the annual budget
with the long-term development plan.

2.  The effectiveness of the incremental approach that led
to a large amount of spending is not thoroughly
examined.

3. The process of a separate budget for current and capital
expenditure/investment.

4.  The budget is an annual tradition which is too short,
especially for capital projects that encourage
undesirable practices.

The preparation of budget using the ZBB concept can
eliminate incrementalism and line-item that have been
assumed to start from zero. This incremental budget will be
based on the size of this year’s budget to set the next year's
budget i.e. by adjusting the rate of inflation or population.
Budget items that are not relevant to support the
achievement of organizational goals can be eliminated from
the structure of the budget or new items may appear (Fisher
et. al., 2002).

The Implementation Process of ZBB

The ZBB implementation process consists of three stages
(Uluum, 2004), namely:

1. Identification of decision units

The ZBB system is based on the responsibility center as a
basis for planning and controlling the budget. A unit is a set

of decision-making units at a smaller level, for example, a
regional government is a unit to make big decisions that can
be broken up again into offices; agencies broken down into
sub-agencies; sub-agencies split into sub-programs, and so
on. Thus, a local government can have thousands of decision
units. After undertaking the identification of decision units
appropriately, then it needs to prepare a document which
contains the decision unit goals and actions that can be done
to achieve objectives. The document is referred to as
decision packages.
2. Determination of the decision packages
Decision package is a comprehensive overview of
organizations’ activities that can be evaluated on an
individual basis. The package of decision made by the
manager must indicate in detail the estimated costs and
revenues which are expressed in terms of tasks’
achievements and benefits. Theoretically, decision packages
are intended to identify alternative actions in implementing
the functions of the unit for determining the differences in
the performance level in each alternative. There are two
types of decision package, namely:

a. Package of mutually-exclusive decisions; they consist
of packages that have the same function. If one of the
packages is selected, then the consequence would be
rejecting all other alternatives.

b. Package incremental decisions. This package reflects
the different levels of performance which are
associated with costs in carrying out a particular
activity. There is a base package that shows a minimal
level of activity, and other packages have higher level
of activity that will affect the rise in cost. Each of the
packages has the costs and benefits that have been
clearly tabulated.

3. Ranking and evaluating the decision package.

If the decision package has been prepared, the next step is to

rank all the packages based on the benefits to the

organization. This stage is the bridge to get to the process of
resource allocation among various activities, some of which
already exist and others are entirely new.

Advantages of ZBB

Disadvantages of ZBB

The process of making a decision can ensure the

availability of more useful information for management.

It is difficult to be applied because it takes a long time,
too theoretical and impractical, costly and produce a
working paper that has accumulated due to the decision-
making package.

The funds can be allocated more efficiently, because
there are several decision alternatives on
implementation of the decision.

Implementation of ZBB cause behavioral problems in
organizations.

All programs and activities are always reviewed.

Allows the emergence of the mistaken impression that all
packages have to go into budget decisions.

in a critical condition and urgently.

Decision makers can obtain information about activities

ZBB tend to emphasize short-term benefits

Requires special expertise in the determination of
priorities and more complete data and analysis support
that is strong enough.

Source: Uluum (2004)

2.2. Performance-based Budget

According to Law No. 17/2003, the budget process is done by integrating the programs and activities of each unit within the
regional government to achieve the set objectives. Thus the synergies and high rationality in allocating limited resources are
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created to meet unlimited social needs. It is also to avoid the duplication of work plans and aims to minimize the gap between the
target and the results achieved based on performance measures.

According to Mahmudi and Mardiasmo (2005, p.6) it is stated that performance refers to “something related to the activities of
doing the job that include the outcome of the work". In short, it can be explained that the performance was a result of the activities
that have been done. Osborn and Gaebler (1993) in Bastian (2006, p.173) argue over the power of performance measurements as
presented in Table 1.

Table 1. The Power of Performance Measurement

What Gets Measured Gets Done:

If You Don’t Measure Result, You
Can’t Tell Success from Failure

Basically they say that people or employees will respond in a positive
action immediately after the adoption of performance measures. If we
do not measure the results, then we cannot tell which organizations are
successful and which ones failed. Finally, decision-making often be

wrong.

The given reward towards the successful persons are important in
promoting the achievement of higher levels of productivity. It is
therefore crucial to identify success.

It emphasized that if we are not able to identify success, then it may
take wrong decision which is to give incentives to the parties that have
failed.

Performance measures are needed so that we can learn from the
existence success.

If You Can’t See Success, You can’t
Reward It.

If You Can’t Reward Success. You’re
Probably Rewarding Failure.

If You Can’t See Success, You Can’t
Learn from It.

Failure can be avoided or remedied in the future if we have
information about it.

If You Can’t Recognize Failure, You
Can’t Correct It.

If You Can Demonstrate Result, You In the end, if we are able to demonstrate the results, i.e. for the good
Can Win Public Support results, surely we can get public support.

Source: Oshorn and Gaebler (1993) in Bastian (2006, p.173).

The budgeting performance measures give impetus to the budgetary executive to be able to achieve maximum results in the size of
the specified performance. Failure in achieving performance is a measurement to make improvements in the future, while the
success of the performance requires an appreciation that can improve productivity as well as to gain public support. Moreover,
measuring the performance of activities of an organization may reflect the concern of the management. An organization's business
activities need to know whether the service they provide meets the principles of economy, and is efficient and effective. This
represents the manager’s accountability to stakeholders. The business services are responsible not only in physical terms, but more
than that, they suggest that it is a good business management.

Several researchers define the performance measurement differently, but most of them agreed that it is the process of measuring
the performance done by the managers as an accountability process for all activities to stakeholders. Hatry (1999) defines
performance measurement as a measurement result and the efficiency of services based on regular bases. In relation to the
performance measurement for government agencies, Whittaker (1995) defines it as a management tool used to improve the quality
of decision making and accountability in assessing the success or failure of the implementation of activities in accordance with the
objectives that have been set previously in order to realize the mission and vision of government agencies. Similarly, Smith (1996)
states that the performance measurement system can assist managers in monitoring the implementation of organizational strategies
by comparing the current results with the strategic goals, or it is a method to assess the progress that has been achieved compared
to the intended purpose.

The government institutions in terms of their provision of public services cannot be compared directly with the management of
production, as has been done by private companies. Therefore it needs a performance measurement and assessment with its own
manners. The information on the performance will expectedly assist in the formulation of the budget plan as well as used for
employees’ appraisals that will help to improve the government's ability to manage its resources. Good performance measurement
system will help employees to demonstrate to the public and policy makers that the public services have been held fairly, which in
turn will form public trust (Hatry, 1999).

According to Flynn (1997), the benefit on performance measurement and management is to improve accountability and provide
better public services. Understanding accountability is broader than the process to show the use of public funds. The concept of
accountability includes the process of indicating whether or not public funds have been used efficiently and effectively.
Meanwhile, the performance measurement focus was initially on the measurement of the level of efficiency. This issue of the
efficiency was not related to the private business but the public service activities carried out by the government. However, the
emphasis widespread into the qualitative measure rather than relying on the quantitative performance. Therefore, we need a more
specific approach to measure the performance of the government.
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2.3. Review on Previous Researches
The matrix of previous researches related to this study is reviewed in the Table below:

Table 2. Review on Previous Researches

No. Author/Year Title Variable adopted Findings of Research
1. Erwati, Misni  The effect of preparation Performance as a Budgetary participation affect the
(2009) participation on performance-  dependent, budgetary performance with organizational

based budget of task force
units with organizational
commitment and leadership
style as moderating in Jambi

participation as an
independent variable,
organizational
commitment and
leadership style as a
moderating variable

commitment and leadership style as a
moderating variable.

2 Firmansyah, M.
Aris (2011)

Factors that affect budget
planning based
performance in the province
of DKI Jakarta

(1) Skills/expertise; (2)
Documents

planning; (3) Budgetary
knowledge; (4) Budget
planning procedures; (5)
Data validity and up to
date; (6) Working
description &
performance.

Based on the results of linear regression
model, it found 5 factors that affect the
budget planning

3. Fisher, J.G.,
Laureen A. M.,
Sean A. P, &
Geoffrey B. S.
(2002)

Using budgets for
performance evaluation:
effects of resource allocation
and horizontal information
asymmetry on budget
proposals, budget slack, and
performance.

Budgeting; performance
evaluation; resource
allocation; information;
slack; performance.

Highlight the synergies between the
planning (resourceallocation) and control
(performance evaluation) functions of
managerial accounting practices such as
budgeting.Our results also suggest that by
designing the internal information system
to reduce information asymmetry among
subordinates, the firm

Can increase subordinates' incentivest
oprovide more accurate budgets.

4. Priyono and Medi
(2003)

Implementation of
performance measurement
model on task force units in
Purwokerto district

Task force unit
performance

Easy to implement, but requires adequate
human resources and should be supported
with adequate funding.

5. Riyanto, Utomo
and Ratminto
(2006)

Implementation of
performance-based budget in
government district of
Sleman.

Annual performance plan,
budget complience
procedure & personel
competence

Budget Complience Procedure and
Personel Competence affect on Annual
Performance Plan.

6. Rahmanti (2003)

Implementation of UAD
performance measurement
model in Magelang office

The health performance of
task force units

The model can not be used to measure the
health status as a primary indicator that
describes the success/failure of
development in the health field.

2.4. Conceptual Framework

Below is the conceptual framework proposed in this study:

Zero-based Budget

A

Y

\ 4

Task Force Unit
Performance

Budget

Figure

Performance-based

2.5. Hypotheses

1. Conceptual Framework

The hypotheses of this study are as follows:

1. The application of zero-based and performance-based budget influences the performance of government’s task force unit in
the Medan city and other districts.

2. There is a difference between the achievement of the application of a zero-based with a performance-based budget on the
government task force units in the city and district governments.

http://www.ijmsbr.com Page 51



http://www.ijmsbr.com/

International Journal of Management Sciences and Business Research, 2014 ISSN (2226-8235) Vol-3, Issue 10
3. There are significant differences on the managerial aspect of performance budgeting in the city and district governments.

3. RESEARCH METHODOLOGY

3.1. Population and Sampling Frame

The population of this study includes all the treasurers and the members of treasury who are involved in the preparation of budget
in each of the task force units in the Medan city and other districts/cities such as Asahan, Batubara and Tanjungbalai. The samples
are 210 respondents derived from the stratified random sampling.

3.2. Operational Definition and Measurement of Variables
Both independent and dependent variables are defined and explained in Table 3 below.
Table 3. Operational Definition and Measurement of Variables

Variable | Definition | Measurement | Scale
Dependent
Performance of Performance is the output of | Performance is measured by benchmarking the Ratio
government task the activity achieved with economic level on task force units as LAKIP that
force units respect to the use of the have been developed by UAD and BPK (2003).
budget in scalable quantity The economic ratio measured with the following
and quality. formula:

Input Realization
Economical = ---------=-=m-mmmmemen x 100%
Input Planned

Independent Variables

Performance- Performance-based Performance-based budgeting is measured based | Interval
based Budget budgeting is prepared which | on the perception of prepared budget whether have
relate the budget been used the principles of performance-based

expenditures and results to budget that includes:
be achieved, identify inputs, | 1. Identifies the input program/activity

outputs and outcomes that 2. ldentify the output of the program/activity
generated by the activities. 3. Identify the outcomes the program/activity
4. Connecting the expenditures with results to be
achieved.

5. Associating the programs/activities with the
regional mission and vision.

This variable was measured with a Likert scale
that measures attitudes by stating the
agreement/diasgreement on statements with a
score of 5 (SS = strongly agree), 4 (S= agree), 3
(TT =do not know), 2 (TS = disagree) and 1 (STS
=strongly disagree). The score would be reversed
in all the negative statements.

Zero-based The budget system based on | 1. Identification of decision units Interval
Budget estimates of activity, not that | 2. Determination of the decision packages
have been done in the past. 3. Rank and evaluate the decision package

Each activity will be
evaluated separately.

3.3. Data Collection and Analysis

The data collection of this study uses the primary (questionnaire) and secondary data. The questionnaire consists of two parts; (i) a
number of general questions of demographic items; (ii) a number of statements related to performance-based budgeting. Then this
research uses a form of structural equation modeling in the data analysis, whereby the variables can be assessed based on the
reflective and formative theories. Using WarpPLS SPSS 3.0, several statistical tests were run in this study.

4. FINDINGS AND DISCUSSION.

4.1. Data Description

There are 300 questionnaires that had been distributed to the respondents. However, 210 questionnaires are used for data analysis;
in other words, this study has 70% return rate.

4.2. The Instrument Analysis of the Research
4.2.1. The Zero-based Budget Variable
The results of the validity and reliability of the Zero-based budget variable can be seen in Table below.
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Table 4. Validity Test of Zero-based Budget
Item-Total Statistics
Scale Mean if ~ Scale Variance if Corrected Item-Total Cronbach's Alpha if Item

Item Deleted Item Deleted Correlation Deleted
zbbl 15.9000 3.574 .560 .675
zbb2 15.9905 3.646 .584 .668
zbb3 16.1048 3.989 422 725
zbb4 16.4381 3.798 495 .700
zbb5 16.5762 3.5637 A75 712

Source: Data Output, 2014.
Table 4 shows that 5 items of the variable are valid questions that can be used for the variable’s analysis with a correlation
coefficient (r) greater than 0.1361.

4.2.2. The Performance-based Budget Variable
The results of the validity and reliability of performance-based budgeting variable can be seen in Table below.
Table 5. Validity Test of Performance-based Budget
Item-Total Statistics
Scale Mean if ~ Scale Variance if  Corrected Item-Total Cronbach's Alpha if

Item Deleted Item Deleted Correlation Item Deleted
abk1 16.2381 4,919 672 .809
abk2 16.3619 4,510 .703 797
abk3 16.4714 4.499 .738 .788
abk4 16.4857 4.691 .614 .822
abkb 16.3857 4.870 541 .842

Source: Data Output, 2014.

Table 5 shows the 5 items of the performance-based budget. All 5 items are valid questions that can be used for the variable’s
analysis with a correlation coefficient (r) greater than 0.1361.

4.2.3 The Budget Performance Variable
The results of validity and reliability of the variable can be seen in Table below.

Tabel 6. Validity Test of Budget Performance
Item-Total Statistics
Scale Mean if ~ Scale Variance if ~ Corrected Item-Total ~ Cronbach's Alpha if

Item Deleted Item Deleted Correlation Item Deleted
k1l 7.1619 2.634 .609 71
k2 7.5571 1.702 742 .616
k3 7.5286 2.203 .615 752

Source: Data Output, 2014.

Table 6 shows the 3 items of budget performance variable. All 3 items are valid that can be used for the variable’s analysis with a
correlation coefficient (r) greater than 0.1361.

4.2.4 The Size of Regional Government Variable
The results of the questionnaire’s validity and reliability of the size of the regional government variable can be seen in
Table below.

Table 7. Validity Test of Regional Government
Item-Total Statistics
Scale Mean if ~ Scale Variance if  Corrected Item-Total Cronbach's Alpha if

Item Deleted Item Deleted Correlation Item Deleted
updl 18.4762 12.413 461 .825
upd2 18.5952 11.802 .554 .809
upd3 18.6238 11.470 .661 .789
upd4 18.5286 10.930 .696 .780
upd5 18.8524 10.222 .626 .796
upd6 18.9952 10.416 .618 797

Source: Data Output, 2014.
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Table 7 shows that the 6 items of regional government variable are valid questions that can be used for the variable’s analysis with
a correlation coefficient (r) greater than 0.1361.

4.3. Classical Assumption Test
Based on the results of the normality test using the test chart, it can be concluded that the data have a normal distribution.

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: KINERJA_Y

<

Expected Cum Prob
0

T T T T
oo o= oa o5 on 1.0
Observed Cum Prob

Figure 2. Normal P-Plot of Regression Standardized Residual

By looking at the graphs that display the normal plot in Figure 2, it can be concluded that the data spread around the diagonal line
and follow the direction of the diagonal line. This shows that the data residuals are normally distributed. Similarly, the results of
the histogram graph in Figure 2 show that the data are normally distributed residuals are seen from the picture in bell shape
(symmetrical).

4.3.1. Multicollinearity Test

Based on the results of the correlation between the independent variables, by looking at the value of VIF we can conclude that the
multicollinearity problem does not occur. This is supported by the full value Collon VIF that is relatively small, i.e. no greater
than 3.3 (Kock, 2013).

Table 8. Multicollinearity Test Result

Source: Test Result WarpPLS. 2014.

Kin_% ZBB_X1 ABE_x2
R-squared 0126 0.7 T
Composite reliab. 0584 0.830 0.891
Cronbach's alpha 0.802 0744 0.846
Lorg. war. extrac. 0718 0497 0.622
Full cellin. VIF 1.081 1.026 1.092
Q-squared 0127 0.073

The results conclude that the independent variable does not create any multicollinearity problem in the regression analysis model.

4.3.2 Heteroscedasticity test

The test suggests that the regression model does not bring about any heteroscedasticity. It can be seen from the scatterplot where
the points are spread randomly, that they do not form a specific pattern and scattered both above and below the 0 on the Y axis
(Ghozali, 2005).
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Figure 3. Scatterplots Graph

The scatterplot graph shows that the dots randomly spread in both above and below 0 on the Y axis. It does not form a specific
pattern which concludes that there is no heteroscedasticity in the regression model.

4.4. Hypotheses Test

The first hypothesis states that the variable of ZBB (X1) and Performance-based budgeting (X3) partially affect the budget
performance () of the government task force units inside and outside of Medan city. In the partial statistical test with the critical t
value (critical value) at df = (nk), where n: the number of samples and k: the number of independent variables including a
constant. To test the individual partial regression of each independent variable, this can be seen in the following figure 4:

TZEEe_ X1

& (R)5 P
pe=0.23
(P=0.10)
~ Kin_ Y ~
<. GIEL )
p=0.2 ’ py—
(=<=Lo1) P=0.21 - DM
(F=.01)
h 4 )
AR X2
. (=R)5i )

RrRY“=0.0%
Figure 4. Test Result WarpPLS

As illustrated in Figure 4 of the statistical test, t is then obtained, as follows:

1. The variable zero-based budget with a beta value of 0.23 and the p-value with 0.10 probability level. It concludes p = 0.10>
a = 0.05, which means that we accept HO and reject Ha indicating that the variable zero-based budget does not significantly
affect the performance budgeting.

2. The variable performance-based budget 0.21 beta value and p-value with 0.01 probability level. It concludes p = 0.01 <a =
0.05, which means that we reject HO and accept Ha that states that the variable performance-based budget significantly has
positive effect on the performance budgeting.

From the description above, it can thus be composed of multiple regression equations derived from the path coefficient as follows:

Y =0,226 X; +0,212 X, + e

The multiple regression models explain as follows:

1. The variable zero-based budget does not affect the performance budgeting with the coefficient value of 0.226, meaning that
each additional unit of the value of the variable score zero-based budget will raise the value of one unit of the performance
budgeting scores by 2.26 units.

2. The variable performance-based budget affects the performance budgeting with the coefficient value of 0.212, meaning that
each additional unit of the value of the variable scores under the performance-based budget will raise the value of one unit of
the performance budgeting score of 2.12.

4.5. Result of Determinant Coefficient Test (R?)

The coefficient of determination is used to test the goodness-fit of the regression model that can be seen from the value of R
Square. R square indicates the endogenous constructs. For a set of latent predictor variables on the criterion variable, we use the
indicator Q-Squares or any other term called Stoner-Geisser coefficient (Ghozali, 2005). To know the effect of the variable Zero-
based and performance-based budget on the performance of the budget the coefficient of determination can be consulted.

Table 9. Determinant Coefficient

Ein_Y ZBBE_X1 ABE_X2
R-squared 0126 007y
Composite reliab. 0.584 0.830 0.891
Cronbach's alpha 0802 0.744 0.8486
Lorg. var. extrac. 0.718 0.497 0.622
Full callin. VIF 1.081 1.026 1.092
-squared 0127 0.073

Source: Data Output WarpPLS. 2014.
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As illustrated in Table 9, the variables included in the regression model have the ability to explain the budgeting performance by
12.6 percent, while the remaining 87.4 percent is explained by other factors not included in the regression model. Meanwhile, the
Q-squared value of 0.127 means that the estimated models have shown a good predictive validity by 12.7%. This second
hypothesis is related to whether there is a difference between the application of a zero-base budget with the performance-based
budget on the task force units in municipal and district governments, then the difference is tested as follows:

Table 10. Paired Sample Correlation Test

N Correlation Sig.
Pairl ZBB X1 & ABK X2 210 0.149 0.031
Source: Data Output SPSS, 2014.

The statistical results indicate that, there is a significant difference between zero-based with performance-based budget on the
government task force units in the cities/districts. Thus, Ho is rejected and Ha accepted. These results are consistent with the
results achieved in the the previous study. For a discussion of the third hypothesis, t test is as follows:

Table 11. Paired Sample Correlation Test
t df Sig. (2-tailed)

Pair 1 City - District 2,827 49 0.007

Source: Output Data SPSS, 2014.

Based on these tests, it shows that the budget management in the municipal and district governments has insignificant difference
whereby the significance value is greater than the alpha value of 5% (0.007> 0.05). Thus, Ho is accepted and Ha rejected.

4.6. Discussion of Results programs, activities (innovation) and strategies to deal with
The hypothesis states that the variable of zero-based budget resource limitations.
and the performance-based budget affecting the budgeting
performance is acceptable. The performance-based Woelfel (1987, p.36) in Ikhsan, et. al. (2007, p.9) stated that
budgeting known in the regional financial management performance budgeting is a budget structure that (1) focuses
since the issuance of Government Regulation No.105/2000 on the creation of activities or functions of a product or
in Article 8 stated that the budget was drawn up by the outcome where the resources are used; and (2) shows the
performance approach. The implementation of the budgeting process which seeks to link between
performance-based budgeting in government agencies in organizational goals with the use of its resources. In this
Indonesia was launched through the application of Law No. case, the principle of the budget focuses on increasing the
17/2003 on regional finances which have been implemented efficiency by means of the classification and measurement
in stages starting from 2005 fiscal year. of the activity fee (cost).
Mahmudi and Mardiasmo (2005) stated that the In government rule (PP N0.105/2000), it explains that the
performance budget preparation and budget management budget with the performance approach is a budget system
system are essentially oriented to the achievement of that promotes the achievement of the work or the output of
outcome or performance. The performance reflects the the allocation of costs or the specified input. Based on this
efficiency and effectiveness of public services, which means definition, any input specified in the budget should be
that it is public interest-oriented. Furthermore, They (p.132) measurable results rather than based on the amount of funds
posited that the sense of efficiency is closely related to the that have been spent as implemented in traditional budgeting
concept of productivity. The efficiency measurement is done systems (line-item budget and incremental) but based on
by using a comparison between the output produced to performance benchmarks that have been set.
inputs used (cost of output). The process operations can be
considered to be efficient if a particular product can be According to Government Decree No. 59/2007, the notion
accomplished by low use of resources and funds, while the of performance-based budget is as follows:
understanding on the effectiveness is essentially related to 1. A budget system that promotes the achievement of the
the achievement of objectives. Meanwhile, the effectiveness work or the output of a cost allocation plan or the
is the relationship between the output of the objectives to be specified input.
achieved, and the operational activities are effective when 2. Based on the objectives and performance targets. Budget
its process has achieved the objectives. is seen as a means to an end.

3. Assessment of performance is based on the
The preparation of budget with limitation in resources must implementation of value for money and effectiveness of
be able to serve the interest of society optimally. Thus, at the budget.
first, the budgeting process should selectively accommodate 4. Budget performance is a system that includes
the needs of the community that will be met within a certain programming activities and benchmarks of performance
period, in other words the numbers listed in the budget as an instrument to achieve the goals and objectives of
proportionally fulfill the needs of the community. The the program.

performance-based budget requires the creation of new
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Bastian (2006, p.171) posited that the performance-based
budgeting is a budgeting system that has an orientation to
the outputs of the organization and is associated closely with
the vision, mission and strategic plan of the organization. It
is also used to allocate the resources to the program. Based
on Bastian’s explanation of performance-based budgeting,
the components of the vision, mission and strategic plan
make up an integral part of performance-based budgeting.
Thus, it requires a public administration system that has
been laid out with a good, consistent structure so that a
budget can be achieved based on the performance measures
that have been set. Through this performance measurement,
the management can determine the success and failure of an
organizational unit on the achievement of goals. Meanwhile,
according to Abdullah (2014), in relation to a study on the
regional government, both in terms of the local finance,
political budget, public service and policy, government
investment, development planning, social and cultural issues
are often incorporated with the local government-associated
variables.

4.7 Conclusion and Recommendation

This study finds several conclusions as follows:

1. The application of zero-based budgeting (ZBB) does not
partially affect the performance of government
departments in Medan city.

2. The implementation of performance-based budgeting
partially affects the performance of government
departments in Medan city.

3. There are differences between the ZBB and
performance-based budgeting.

4. There are significant differences in managing the
performance-based  budgeting in the  regional
government of municipals and districts.

Meanwhile, the study comes up with several

recommendations:

1. The differences between Zero Based Budget and the
performance-based budgeting provide an opportunity
the determination of different indicators for each activity
of the budget implementation.

2. It requires the examination of the behavior on the
implementation of performance-based budgeting towards
work pressures.

3. The application of performance-based budgeting
requires sufficient data input to carry out a program, only
then a good performance of targeted budget can be
realized.
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