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Abstract

The existence of budgetary slack permeates every level
of private sector organisations. Employees (i.e., budget
makers) usually request excessive budgetary resources
in the budgeting process. Due to its dysfunctional
nature, existing researchers had extensively examined
the relationship between budgetary slack and
employees’ performance. This study adopted a survey
questionnaire approach to examine the relationship
between determinants of psychological ownership and
employees’ intention to create slack in budgeting. There
were 475 budget makers from private sector
organisations in the Klang Valley, Malaysia who
participated in this study through a questionnaire survey.
Preliminary data analysis was performed using
normality, multi-collinearity, variance inflation index
(VIF), common method variance, and reliability analysis.
Multiple regression analysis was also applied to
investigate the relationships of each dimension of
employees’ psychological ownership on budgetary slack.
This paper is considered a pioneer empirical study that
investigates the determinants of psychological
ownership on budgetary slack among budget makers
from the psychological perspective in the context of
private sector organisations in Malaysia, where slack
activities in budgeting existed.
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Private sector organisations accumulate slack resources
as a form of contingency plans, regardless the nature of
companies. They utilise these resources to cope with
unpredictable environmental influences such as
economic uncertainty and internal financial issues. In
other words, slack building is particularly important in
balancing budget estimates at the end of each year.
Otherwise, they have little room to adjust their budget
structure to meet unforeseen contingency needs
(Williams, Macintosh and Moore, 1990). These
adjustments usually come with an enormous potential
economic and non-economic cost especially when
companies are struggling to seek a beneficial public
welfare or profitability opportunities (Murwaningsari,
2008).

Budget slack triggers socio-economic pressures from
stakeholders as private sector organisations companies
are pressured to allocate adequate resources for
potential investment opportunities while aggressively
pushing for public welfare satisfaction. Such pressures
trigger bias in building additional resources for
contingencies (Mohamed Yunos et al., 2012).

Private sector organisations usually accumulate
budgetary slack resources in several ways. Firstly,
employees set a budget estimate whereby expenditure
is lower than the anticipated revenue. However, this
form of slack building is highly attention grabbing to
stakeholders, although it is more accessible by
employees in the private sector organisations (Yilmaz,
Ozer and Gunluk, 2014). Alternatively, they balance the
budget estimate by purposefully underestimating
revenues or overestimating expenditure. Lastly, they
pre-allocate funds for contingency purposes. The last
two forms of slack building are less discretionary to
internal parties and less transparent in the eyes of
stakeholders.

1.1. Budgetary slack

Employees are expected to be self-interest-centred
when they are incentive-driven and when they have
opportunity to do so without superiors’ knowledge
(Lukka, 1988). In turn, they will have intentions to act
against the company’s goals. That is the main reason
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that their performance evaluation is tied with the
attainability of company’s budgetary goals (Lau and
Buckland, 2001). As a result, employees are often
concerned with their performance level as they are
expected to exceed the budgetary goals that are pre-
determined by their superiors, although they negotiated
the budgeted target. In other words, employees have the
tendency to withhold their valuable resources even
though the organizations encourage their active
participation in the budget planning process. They are
biased towards the building of additional resources and
under-perform in achieving targeted productivity level,
which is referred to as budgetary slack (Kuvaas, 2003).

Budgetary slack is usually regarded as dysfunctional as
it contradicts with a company’s interests, regardless of
being for a profitable opportunity or for the public
welfare. The slack activities are undetectable, as it may
happen in all stages of the budgeting process,
particularly when employees purposefully act without the
knowledge of the company. Although the top
management is authorised to accept or reject
employees’ budget proposals, it is unable to verify the
information provided in the proposed budget in spite of
the post-mortem budget meeting, as the management
team may still be unable to trace the possibility of slack
activities as they take into account possible internal and
external factors such as error in budget forecasting and
environmental uncertainty (Hammer and Stern, 1980).

1.2. Employees’ psychological ownership

Employees produce positive or negative or mixed
behavioural outcomes through psychologically
experienced ownership (Pierce, Kostova and Dirks,
2001). They become emotionally attached to tangible
and intangible possessions surrounding them as though
they are personally owned. Eventually, they portray such
acts of possession in their minds and actions. They
become motivated to cultivate a strong feeling of
protection towards their possessions, either personal or
impersonal. They seek physical and emotional control
over this form of possession.

Dimensions of employee’s psychological ownership

Building on psychological ownership theory, Pierce,
Kostova and Dirks (2001) and Avey et al. (2009)
recognised five dimensions of employees’ psychological
ownership in organisational context. Employees’ feeling
over psychological ownership draws upon the concepts
of self-efficacy, belongingness, self-identity,
accountability and territoriality.
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Belongingness

Belongingness refers to employees’ desire of dwelling into
aplace, i.e., organisations. It is a fundamental need of
employees, as it emphasises on their psychological state
of belonging with others. Employees take ownership of
possession around them in an effort to fulfil their desire of
belonging (Ardrey, 1966). Employees tend to retain
possession, such as name cards, as a form of tangible
security objects to provide them with a sense of
belongingness. Such feeling of psychological ownership
through the attachment of objects, tangible or intangible,
becomes a place for employees (Pierce, Kostova and
Dirks, 2001).

Self-identity

Self-identity is recognised as a major component of the
self-concept domain, along with social identity.
Employees identity themselves through the groups of
people and possessions (Abrams and Hogg, 2004). They
create, sustain, replicate and change their self-identity
through interaction with these people and tangible
possessions (Dittmar, 1992) and even intangible
possessions, such as organisations (Rousseau, 1998).
For instance, employees may define themselves as a
house or even a job title. Such targets of ownership are
regularly used as descriptors of their identity. The feeling
of psychological state of ownership over people, tangible
and intangible objects provide a foundation from which
employees identify themselves as being distinctive and
therefore contributing to their personal identity.

Accountability

Accountability refers to “the implicit or explicit
expectation that one may be called on to justify one’s
belief, feelings and actions to others” (Lerner and
Tetlock, 1999, p. 255). Employees take ownership
psychologically through two approaches: (1) their
expected right to hold others accountable and (2) the
expectation of holding themselves accountable. For
instance, employers hold their employees accountable
for organisational performance. At the same time,
employers themselves are held accountable by investors
or stakeholders. Such description of expected rights and
responsibilities is described as a form of behaviour that
characterise stewardship and self-sacrifice towards the
protection of the target of ownership.

Territoriality

Employees tend to become territorial over tangible or
intangible objects, such as ideas, roles and relationships
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as their target of ownership. This is considered as a self-
serving act that places great importance for satisfying
needs, either personal or organisational interest. When
employees establish ownership bonding with the target
of possessions, they may mark these possessions as
their exclusive belonging. If they anticipate
encroachment on their target of possessions, they may
prompt to protective territoriality to demonstrate
ownership rights.

Self-efficacy and budgetary slack

When employees perform their tasks and
responsibilities, they develop a sense of control
towards the target of possessions, i.e., budget. They
perceive that they are able to control the building of
excessive budgetary resources. At the same time,
they become efficient in their budgeting skills and
therefore control the excessive budgetary resources.
It implies that employees are provided with self-
efficacy which enables them to control their intention
to create budgetary slack. Thus, it is hypothesised
that:

H1: There is a negative relationship between self-
efficacy and employees’ intention to create
budgetary slack.

Belongingness and budgetary slack

Employees develop their sense of attachment through
the possession of budgets, although it is intangible in
nature. Such target of ownership, however, offers
employees the feeling of security towards their tasks and
responsibilities. They then perceive that they are able to
control the building of excessive budgetary resources.
When employees desire to attach themselves with
budgets, they consider budgets as their personal
belonging and therefore they need to control the
excessive budgetary resources. It implies that
employees are provided with the sense of
belongingness that enables them to control their
intention to create budgetary slack. Hence, it is
hypothesised that:

H2: There is a negative relationship between
belongingness and employees’ intention to create
budgetary slack.

Self-identity and budgetary slack

Employees identify themselves with the possession of
budgets in the organisations. They replicate and change
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their identity through their budgetary tasks and
responsibilities in spite of its intangibility. The
possession of budget becomes a self-identity to them in
the organisations. They even use such identity to
distinguish themselves with others. While employees
create an identity of themselves with the possession of
budgets, they extend their social self towards such
possession. In turn, they may tend to control their
actions towards the building of excessive budgetary
resources. It implies that the employees are provided
with self-identity, which enables them to control their
intention to create budgetary slack. Thus, it is
hypothesised that:

H3: There is a negative relationship between self-identity
and employees’ intention to create budgetary slack.

Accountability and budgetary slack

Employees hold themselves accountable for the
budgetary task and responsibilities. They tend to justify
their actions while meeting the expectation of
organisations. They perceive that they have the
responsibilities to achieve organisational, including
budgetary targets when performing budgeting estimate.
Such promotive behaviour encourages employees to
control the building of excessive budgetary resources. It
implies that when employees feel that they are
accountable for their budgetary actions, they may control
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their intention to create budgetary slack. Thus, it is
hypothesised that:

H4: There is a negative relationship between
accountability and employees’ intention to create
budgetary slack.

Territoriality and budgetary slack

Employees become territorial over budgetary tasks
and responsibilities, as they consider budgeting as
their target of ownership. They tend to place great
importance in protecting their tasks and
responsibilities to sustain the positive side of the
possession. When employees establish and sustain
the bonding with budgetary tasks and
responsibilities, they perceive that they are able to
claim exclusive right to such possession. They may
then prompt to control the building of excessive
budgetary resource. It implies that employees are
provided with the territoriality feature which enables
them to control their intention to create budgetary
slack. Thus, it is hypothesised that:

Hb5: There is a negative relationship between territoriality
and employees’ intention to create budgetary slack.

Based on the proposed hypotheses above, the
conceptual framework of the model is illustrated in
Figure no. 1.

Figure no. 1: Conceptual model

Belongingness

Budgetary slack

Self-identity
Accountability
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Participants

The population of respondents in this study were
employees who held lower or higher job designations,
who worked in private organisations, with prior
experience in budgeting or were involved in the
budgeting actively. Sampling techniques such as
snowball and quota sampling were used to gain a
generalised view on employees’ perceptions pertaining
to budgetary slack and psychological ownership
because these approaches secured positive a response
rate of returned questionnaires to perform adequate and
relevant statistical analysis. The qualifications of these
potential respondents were verified to determine
whether they fitted the sample description before
receiving the questionnaire.

Budgetary slack measurement

Propensity to slack measures the extent to which the
amount budgeted is likely to be purposefully
manipulated with the lack of monitoring activity
performed on the task assignment. There were eight
composited items, which were measured with seen-point
semantic differential scale. An example of propensity to
create budgetary slack was ‘Il seek more budgetary
resources than absolutely necessary when preparing a
budget.

Psychological ownership measurement

The dimension of psychological ownership was
measured using six-point Likert scale developed by
Avey et al. (2009).

Self-efficacy

Self-efficacy was operationalised as employees who
have the ability to control the possessions. It consisted
of three items and a sample question for self-efficacy is
‘| feel | need to protect my ideas from being used by
others in my organisation’.

Belongingness

Belongingness was operationalised as employees who
attach their feelings of possessions as their personal
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belonging. It has three items and a sample question is ‘I
feel | belong in this organisation.

Self-identity

Self-identity was operationalised as employees
who identify their personal identity with the
possessions. It consists of three items and a
sample question for self-identity is ‘I am confident
in my ability to contribute to my budgetary task’s
success.

Accountability

Accountability was operationalised as employees
who justify their actions towards the possessions.

It has three items and a sample question is ‘| would
challenge anyone in my organisations if | thought
the budget was done wrongly.

Territoriality

Territoriality was operationalised as employees who are
territorial towards the possessions. It consists of four
items and a sample question for territoriality is ‘I feel |
need to protect my budgetary idea from being used by
others in my organisation.

Respondents’ profile

Out of 475 respondents, there were 384 females
(81%) and 91 males (19%). Besides, a total of 363
respondents (76%) were aged between 31 and 40
years old and followed by 97 respondents (20%)
were aged between 21 and 30 years old. There were
279 respondents (59%) who earned between
RM4,001 and RM5,000 and followed by 68
respondents (14%) who earned between RM3,001
and 4,000 monthly. There were 281 (59%)
respondents who were managerial employees as
compared to 194 non-managerial employees (41%).
A total of 238 respondents (50%) were employed by
their organizations for between 11 and 15 years and
followed by 156 respondents (33%) who had work
experience of between 6 and 10 years. The
descriptive analysis of respondents is illustrated in
Table no. 1.
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Table no. 1: Descriptive analysis of respondents

Item Description f %
Gender Male 91 19
Female 384 81
Total 475 100
Age Below 21 years old 0 0
Between 21 and 30 years old 97 20
Between 31 and 40 years old 363 76
Between 41 and 50 years old 14 3
Above 50 years old 1 0
Total 475 100
Monthly income RM2,000 or below 0 0
Between RM 2,001 and RM3,000 30 6
Between RM3,001 and RM4,000 68 14
Between RM4,001 and RM5,000 279 59
Between RM5,001 and RM6,000 3N 7
Above RM6,000 67 14
Total 475 100
Current job position Non-managerial level 194 41
Managerial level 281 59
Others 0 0
Total 475 100
Numbers of years working in the current | Less than 1year 0 0
organisation Between 1 and 5 years 63 13
Between 6 and 10 years 156 33
Between 11 and 15 years 238 50
Between 16 and 20 years 17 4
More than 20 years 1 0
Total 475 100
The result of social desirability Anderson, Warner and Spencer (1984, p. 576). The
response (SDR) statistical analysis of the samplg dgta using the adjusted
. , , o , measure suggested that SDR bias influenced the
Recognising the existence of possible bias in the social proposed relations among the factors in the model (refer
desirability response (SDR), all variables studied were to Table no. 2).

adjusted using the approach recommended by

Table no. 2: The result from social desirability response (SDR)

Variable t value p value Evidence of SDR
Budgetary slack 1.27 0.02 Yes
Self-efficacy 1.78 0.01 Yes
Belongingness 1.54 0.01 Yes
Self-identity 1.62 0.03 Yes
Territoriality 1.31 0.03 Yes
Accountability 1.82 0.00 Yes
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Preliminary data analysis

The data in this study was assumed normally distributed
(refer to Table no. 4). Besides, the critical x 2 value for df
=4 ata=.05is 9.49 for any of the cases in the data file
(Malhotra, 2010). As the Mahalanobis distance was only
3.56, it indicated that there was no presence of
multivariate outlier.

In addition to that, the first factor in the study only
accounted for 23.5% of the overall variance when the
principal axis factoring with rotation was applied. It
indicated that there was no one factor accounted for a
majority of the variance. It implied that the result was
unlikely affected by common method variance and
concluded that multicollinearity was not a concern.

Table no. 4: Mean, standard deviation, skewness & kurtosis

Variable M SD Skewness Kurtosis
Budgetary slack 3.33 0.91 0.12 -0.19
Self-efficacy 3.94 1.22 -0.23 -0.72
Belongingness 3.56 1.11 0.02 -0.51
Self-identity 3.68 1.1 0.02 -0.51
Territoriality 3.64 0.92 -0.22 0.12
Accountability 3.48 1.1 0.08 -0.50

Reliability and validity

In terms of reliability, all the reflective constructs,
such as self-efficacy, belongingness, self-identity,
accountability and territoriality, were demonstrated
with satisfactory score in internal consistency of 0.70

or above (Nunnally & Bernstein, 1994; Nunnally,
1978, p. 245) (refer to Table no. 4). Besides, since
budgetary slack was a formative construct, its
Tukey’s test of non-additivity showed that it was
additive (F=1.73, df=1.24, p = .19).

Table no. 4: Reliability ‘

Variable a
Self-efficacy 0.88
Belongingness 0.83
Self-identity 0.84
Territoriality 0.78
Accountability 0.78

Hypotheses results

The overall model was significant (F-value = 26.45,
p<0.05) and therefore it is fit. The model also explained
22% of the variation in employees’ intention to create
budgetary slack. Besides, there was no multi-collinearity
issue in the model as its variance inflation factor (VIF)
value was less than 5 (refer to Table no. 5).

Based on the empirical model in Figure no. 2, self-
efficacy was negatively related to employees’ intention
to create budgetary slack (t value = -3.35, p < 0.05).
Belongingness was also negatively significant with
employees’ intention to create budgetary slack (t value =

-2.30, p <0 .05). Besides, self-identity was negatively
related to employees’ intention to create budgetary slack
(t-value = -3/01, p<0.05) (refer to Table no. 5).

Self-efficacy (B = -3.35) was the most important
determinant that influenced employee’s intention to
create budgetary slack, among belongingness ( = 0.30)
and self-identity (B =0.30).

However, accountability was not significantly related to
employees’ intention to create budgetary slack (t value =
-0.77, p >0.05). Territoriality was also not significantly
related to employees’ intention to create budgetary slack
(t value =-1.80, p < 0.05) (refer to Table no. 5).
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Table no. 5: Model evaluation

Variable B t value p-value
Territoriality -0.07 -1.70 0.09
Self-efficacy -0.18 -3.35 0.00**
Accountability -0.04 -0.77 0.45
Belongingness -0.13 -0.30 0.02**
Self-identity -0.18 -0.30 0.00**
Adjusted R? 0.22
F value 26.45
| Sig. 0.00*
Note: **p<0.05
Empirical model employees’ psychological ownership dimensions and
The empirical model for the relationship between budgetary slack was presented in Figure no. 2.
Figure no. 2: Empirical model
Self-efficacy 0.00**
Belongingness 0.02**
0.00**
Self-identity »\  Budgetary slack
0.45

Accountability

0.09

Territoriality
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slack resources in budgeting. They may be encouraged
to become the persons to manage the distribution of

This paper investigates the determinants of employees’ budgetary resources in organisations. To a certain
psychological ownership from the psychological extent, managing employees’ ownership towards the
perspective. It has concluded that budget makers who possession of budgetary resources may effectively

were self- efficient, in addition to belongingness and self-
identity, may minimise or even avoid the creation of

minimise or even avoid the creation of budgetary slack.
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