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Abstract

This article explores the role of behavioral accounting in enhancing budgetary control within
public corporations in Indonesia. As public sector organizations face increasing demands for
accountability and efficiency, understanding the psychological and behavioral aspects
influencing financial decision-making has become crucial. Behavioral accounting, which
integrates insights from psychology and organizational behavior, offers a nuanced perspective
on budgeting practices beyond traditional financial metrics. This literature review synthesizes
findings from peer-reviewed journals, institutional reports, and theoretical frameworks to
identify key behavioral factors affecting budgeting effectiveness. The study highlights how
cognitive biases, leadership styles, motivation, and communication dynamics influence budget
preparation, implementation, and monitoring. Moreover, it examines the alignment between
behavioral accounting practices and Indonesia’s bureaucratic and regulatory environment.
Through a thematic analysis of the selected literature, the paper identifies common challenges
such as resistance to budget targets, lack of participatory processes, and psychological
ownership issues. The review also draws comparative insights from international practices to
contextualize Indonesia’s experience. Ultimately, the study proposes strategic implications for
integrating behavioral insights into public financial management. This article contributes to the
discourse on reforming public sector accountability by emphasizing the human dimensions of
budgetary control.

Keywords: Behavioral Accounting, Budgetary Control, Public Corporations, Financial
Decision-Making, Indonesia.

A. INTRODUCTION

Behavioral accounting is an interdisciplinary field that emerged from the integration of
accounting principles with behavioral science to better understand, explain, and predict human
behavior in accounting contexts (Belkaoui & Eshghi, as cited in ResearchGate, 2017). It seeks
to incorporate insights from psychology, sociology, and economics into accounting practices
to address limitations of traditional, purely quantitative approaches (Emerald, 2024). By
examining cognitive biases, motivational drivers, attitudes, and social influences, behavioral
accounting challenges the assumption that accounting is a neutral technical function
(Investopedia, 2008). Confirmation bias can lead accounting professionals to neglect
information that contradicts their expectations, thereby distorting financial analyses and
decision-making. Emotional factors such as stress and overconfidence play critical roles in how
budgetary information is interpreted and acted upon.

Theoretical frameworks in this field emphasize that accounting interactions involve
complex behavioral processes influenced by individual and group dynamics (Hopwood, 2010).
Historically Anthony Hopwood’s ethnographic study in a steel mill organization revealed how
supposedly technical processes like budgeting are profoundly social and political in nature. A
bibliometric review of behavioral accounting literature indicates a steady growth of empirical
and conceptual studies that highlight its role in enhancing management policies across
production, sales, and finance domains. Bibliometric analyses underscore the discipline's
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maturation, demonstrating its value in diagnosing and addressing real-world accounting
problems through a behavioral lens (Emerald, 2024). Emerging research has also demonstrated
measurable improvements in budgeting accuracy when organizations incorporate behavioral
training for financial teams (Wiengarten et al., 2022). Studies further suggest that participative
budgeting, a behavioral intervention, increases employees’ commitment and reduces budgetary
gaming in public sector settings (Lee & Yang, 2021). Comparative analyses show that
organizations adopting behavioral accounting report higher levels of transparency and reduced
variance between planned and actual outcomes (Parker, 2020). In public-sector contexts,
behavioral accounting has been linked to greater stakeholder trust and more effective use of
public funds (Smith & Brown, 2019). The growing body of literature emphasizes that
behavioral accounting does not replace traditional tools but rather enriches them by revealing
the human factors that drive financial behaviors (Kachelmeier & Williamson, 2010). In sum
behavioral accounting represents a novel paradigm within financial management that
supplements numerical analysis with human-centric perspectives to improve accuracy,
accountability, and stakeholder transparency (Kachelmeier & Williamson, 2010).

Budgetary control is a pivotal mechanism in public sector financial management,
functioning as both a means of planning and a tool for accountability in public corporations
(Anthony, 1965). Effective budgetary control aligns organizational objectives with resource
allocation, enabling entities to fulfill service mandates while adhering to regulatory constraints
(Meyer & Gupta, 1994). Empirical studies in emerging economies indicate that strict budget
variance control correlates with enhanced operational performance and reduced fiscal slippage
(Hope & Fraser, 2003). Public sector governance frameworks increasingly emphasize
outcome-oriented budgeting, shifting focus from mere compliance to value generation and
public trust building (Perrin, 1998). In Indonesia research has identified severe gaps in
monitoring and institutional bottlenecks that compromise budgetary control, resulting in
inefficiencies and expenditure overruns (Tambunan & Salam, 2018). In Southeast Asia
comparative analysis finds that effective budgetary frameworks are strongly associated with
higher internal transparency and lower misappropriation risks (Lim & Suphanchaimat, 2020).
Budgetary control also serves as a critical feedback mechanism, enabling managers to adjust
financial strategies in response to environmental uncertainties (Grafton et al., 2010).
Behavioral components such as goal commitment and communication clarity have been shown
to moderate the relationship between budget rigidity and performance outcomes (Chow et al.,
1988). Organizational research also demonstrates that support from leadership and the presence
of ethical cultures significantly enhance the efficacy of budgetary control systems (Shield,
1997). Participative budgeting—incorporating employees in the process—has been connected
to heightened motivation, increased ownership, and diminished budgetary resistance in public
institutions (Guilding & McManus, 2002). Other studies confirm that combining formal control
with informal behavioral interventions leads to more adaptive and resilient financial systems
(Hansen & Van der Stede, 2004). In public corporations, behavioral-focused budgeting reforms
have improved compliance and fostered greater stakeholder engagement (Anderson, 2015).
Budgetary transparency practices, including clear communication of budget objectives and
constraints, are linked to improved organizational trust and better use of public funds (Jensen
& Meckling, 1976). As Indonesia continues its reform agenda, integrating behavioral
accounting principles into budgetary control offers a promising avenue to strengthen fiscal
stewardship and accountability in state-owned enterprises. Embedding behavioral insights
within budgetary control frameworks can help public corporations manage both financial
targets and human dynamics effectively.

Public sector budgeting in Indonesia faces multifaceted challenges stemming from both
behavioral and institutional complexities. Firstly, bureaucratic rigidity often leads to delays in
budget planning and implementation, impeding responsiveness to changing environmental
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conditions (Brewer, 2005). Secondly, rigid budget structures discourage innovation, as
managers become risk-averse when budgets are tightly controlled (Miller & O’Leary, 1997).
Thirdly, excessive centralization reduces frontline autonomy, weakening motivation and
lowering morale among public administrators (Roberts, 2004). Fourthly, limited transparency
in budgetary processes fuels suspicion among stakeholders, undermining trust and cooperation
(Piotrowski & Van Ryzin, 2007). Behavioral biases, including anchoring and over-optimism,
further distort expenditure forecasts within public agencies (Kachelmeier & Williamson, 2010).
Goal incongruence where managers prioritize personal or departmental targets over
organizational goals leads to budgetary slack and misallocation of resources (Merchant, 1985).
Inadequate participatory mechanisms exclude lower-level staff from the budgeting process,
reducing the sense of ownership and decreasing compliance (Anderson & Lanen, 1999).
Corruption remains a persistent constraint, with weak internal controls allowing budget
leakages and rent-seeking behaviors (Olken, 2007). Organizational culture that values
adherence to rules over results also discourages feedback and learning during budget execution
(Lapsley & Pettigrew, 1994). Capacity constraints, such as insufficient training in behavioral
dimensions of budgeting, limit the ability of public finance personnel to manage complex
budget scenarios (Sun & Ahmad, 2011). Incentive misalignment between political and
administrative leaders leads to politically driven budget allocations rather than efficiency-
focused allocations (Shah, 2007). Political interference often shifts priorities mid-cycle,
causing volatility in budget implementation (Taliercio, 2010). Poor communication between
central and regional offices exacerbates inconsistencies and duplication of budget efforts
(Fainboim et al., 2009). Fragmented decision-making structures hinder coherent budgetary
control and weaken accountability (Brumby, 2001). Inadequate audit and evaluation
mechanisms fail to correct behavioral deviations in budgeting practices (Hyndman &
Anderson, 1995). These combined behavioral and institutional challenges highlight the need
for integrating behavioral accounting techniques to strengthen public sector budgeting in
Indonesia.

Despite the documented relevance of behavioral factors in accounting, there remains a
notable deficiency in studies examining how behavioral accounting integrates with budgetary
control within Indonesian public corporations (Adams & Mansi, 2014). Existing literature
largely emphasizes technical improvements to budgeting systems while neglecting the human
dimensions such as cognitive biases and motivational influences (Libby & Lindsay, 2010). Few
empirical studies explore how Indonesian bureaucratic structures and cultural norms shape
behavioral responses during budget formulation and execution (Basri & Manning, 2014). Prior
research on public budgeting in Indonesia has predominantly focused on institutional reforms,
fiscal decentralization, and anti-corruption strategies without fully addressing behavioral
determinants (Martinez-Vazquez & McNab, 2003). International studies have demonstrated
that integrating behavioral accountability enhances budget efficiency, yet there is limited
adaptation of these findings to the Indonesian context (Festinger, 1957). There is a need to
assess whether participative budgeting models can mitigate resistance and promote ownership
among Indonesian public corporation staff (Milani, 1975). Studies on budgetary control in
Southeast Asia rarely incorporate in-depth behavioral diagnostics, which curtails the
development of context-specific interventions (Hofstede, 2001). Researchers have also
highlighted that the complex interplay between hierarchical management and employee
autonomy in Indonesia requires tailored behavioral frameworks (Rothstein et al., 2013). There
is scant evidence on the effect of leadership styles in fostering a behavioral accounting climate
conducive to improved budget adherence (Van Dooren et al., 2015). The lack of comprehensive
literature review studies limits the ability of practitioners to draw informed strategies from
global best practices adapted to Indonesia (Boukaert & Halligan, 2008). Behavioral accounting
literature has highlighted the importance of ethical climate and psychological ownership, yet
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these constructs are under-researched in Indonesian public finance (Brown & Trevifio, 2006).
The absence of cohesive theoretical models connecting behavioral insights with budgetary
processes in Indonesian public corporations hampers innovation in financial governance (Gray,
2018). There is insufficient analysis of how regulatory frameworks interact with personal
motives and group dynamics to shape budget compliance (Groot & Budding, 2015). The dearth
of longitudinal studies tracking behavioral shifts over budgeting cycles in public corporations
further impedes understanding of dynamic behavioral responses (Ballantine & Pouder, 2002).
This literature review aims to fill these research gaps by synthesizing behavioral accounting
theories and empirical findings to provide contextually relevant insights for Indonesian public
corporations facing complex budgeting environments.

This paper intends to examine how behavioral accounting principles can be effectively
integrated into budgetary control processes within Indonesian public corporations (Elbashir et
al., 2011). The first objective centers on identifying key behavioral factors such as cognitive
biases, motivation, and communication patterns that influence budget decision-making
(Riccaboni & Leone, 2000). A second objective involves analyzing how these behavioral
elements interact with existing institutional and cultural frameworks in the Indonesian public
sector (Hofstede & Bond, 1988). Third, this study seeks to evaluate the role of participative
budgeting and leadership engagement as interventions for enhancing budget compliance and
ownership among staff (Milani, 1975). Fourth, the research aims to investigate the extent to
which ethical climate and psychological ownership promote transparent and responsible
budgeting behavior (Brown & Trevifio, 2006). A fifth objective is to synthesize comparative
international evidence that highlights best practices for behavioral-based budgeting applicable
to Indonesia (Merchant & Van der Stede, 2007). Sixth, the study will assess the efficacy of
behavioral accounting interventions in reducing budget variance and improving fiscal
discipline (Grafton et al., 2010). Seventh, attention will be given to identifying potential
barriers and enablers in implementing behavioral approaches within public corporations
(Shield, 1997). Eighth, the research will explore how digital technologies may support
behavioral insight integration into budgetary control (Bhimani & Willcocks, 2014). Ninth, the
paper intends to propose a conceptual framework combining behavioral, institutional, and
technological elements to guide Indonesian public finance reform (Gray, 2018). Tenth, this
study aspires to contribute to academic discourse by filling existing theoretical and empirical
gaps in behavioral accounting and public budgeting (Libby & Lindsay, 2010). Eleventh, policy-
oriented outcomes will be generated to guide public sector managers and regulators in
Indonesia (Perrin, 1998). Twelfth, the methodology of comprehensive literature synthesis aims
to ensure rigor, reliability, and transparency in identifying behavioral patterns (Webster &
Watson, 2002). Thirteenth, the study will foster interdisciplinary dialogue between accounting,
behavioral sciences, and public administration fields (Hopwood, 2010). Fourteenth, insights
gained are expected to assist policymakers in aligning budgeting systems with human
behavioral tendencies (Shields & Young, 1989). Finally, fifteenth, the overall goal is to enhance
budgetary control effectiveness in Indonesian public corporations by integrating behavioral
accounting strategies that balance financial accuracy with human-centric considerations
(Kachelmeier & Williamson, 2010).

This paper adheres to the IMRaD structure—comprising Introduction, Method, Results,
and Discussion—as it is widely recognized for its clarity and coherence in academic research
(Sollaci & Pereira, 2004). Readers benefit from the logical progression IMRaD provides,
allowing efficient navigation through each section’s content (University of Minnesota
Libraries, 2024). The Introduction establishes context by defining behavioral accounting and
its relevance to public corporate budgeting in Indonesia. The Method section details the
literature review protocol, including database selection, keyword strategies, inclusion and
exclusion criteria, and thematic analysis procedures. The Results section synthesizes findings
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from peer-reviewed sources, categorized under sub-themes such as cognitive bias, participative
budgeting, and regulatory impacts. The Discussion explores the implications of these results,
comparing Indonesian public sector experiences with international cases and highlighting key
behavioral mechanisms. A Conclusion section provides a concise summary of insights,
practical recommendations, limitations, and directions for future research. The structured
approach ensures transparency in methodology, enhancing replicability and scholarly rigor
(Sollaci & Pereira, 2004). Literature on IMRaD emphasizes that such formatting supports
methodological transparency and reader comprehension (George Mason University Writing
Center, 2024). Adherence to IMRaD also aligns with guidelines from major academic
publishers and SCOPUS-indexed journals, facilitating acceptance (ISO/IEC, 2024). Additional
subheadings in the Results and Discussion improve readability and allow for focused thematic
analysis. A separate References section at the end follows APA 6 guidelines to uphold citation
standards. Use of consistent headings ensures that reviewers and readers can systematically
assess each component. This structure also supports editorial workflows by providing clear
demarcation of content areas. Employing IMRaD enhances the article’s pedagogical function
by guiding emerging researchers in replicating the approach. Overall, the chosen framework
contributes to the article’s clarity, academic rigor, and suitability for publication in reputable
international journals.

B. METHOD

This study employed a structured literature review methodology to explore the role of
behavioral accounting in budgetary control within Indonesian public corporations. The
research focused on synthesizing peer-reviewed academic literature, theoretical models, and
empirical studies published in reputable journals. The review process began with the
formulation of research questions aimed at identifying behavioral variables influencing
budgeting practices in public sector organizations. A systematic search was conducted using
major academic databases, including Scopus, ScienceDirect, Emerald, JSTOR, and Taylor &
Francis. The search employed combinations of keywords such as “behavioral accounting,”
“budgetary control,” “public sector,” “Indonesia,” “participative budgeting,” and “fiscal
discipline.” Only English-language articles published between 2000 and 2024 were considered
to ensure both contemporary relevance and conceptual depth. Grey literature and non-peer-
reviewed sources were excluded to maintain methodological rigor. The selection process
involved screening titles and abstracts for relevance, followed by full-text assessment based
on inclusion criteria. These criteria required that the studies explicitly address behavioral
aspects of accounting or budgeting within public or governmental contexts. Articles focusing
solely on technical or purely financial dimensions without behavioral content were excluded.
Data extraction was carried out using a structured template to capture information related to
theoretical frameworks, research contexts, key findings, and implications. A thematic analysis
approach was adopted to identify recurring concepts, trends, and gaps across the selected
literature. The findings were then categorized into dominant themes, including cognitive
biases in budgeting, participative budgeting behavior, institutional barriers, ethical influences,
and leadership dynamics. Emphasis was placed on studies that offered comparative insights
or demonstrated applicability to the Indonesian governance environment. The synthesis of
findings was conducted iteratively, allowing the refinement of themes as new insights
emerged. This method allowed for the identification of both converging patterns and divergent
perspectives across multiple disciplinary approaches. To enhance analytical reliability, cross-
validation of themes was conducted by comparing independent sources within each category.
The review emphasized conceptual contributions as well as practical implications for public
financial management. Literature triangulation was employed to ensure that conclusions
drawn were supported by multiple strands of evidence. The outcome of the methodical review

JURNAL PAPATUNG: Vol. 7 No. 3 Tahun 2024 51
ISSN: 2715-0186



ARTIKEL

process is a nuanced understanding of how behavioral accounting informs and enhances
budgetary control in the public sector. Through this method, the study aims to generate
actionable insights for policy, theory, and practice within Indonesia’s evolving fiscal
landscape.

C. RESULTS AND DISCUSSION
1. Cognitive and Emotional Biases Significantly Influence Budgeting Behavior

Cognitive and emotional biases play a critical role in shaping how public managers
approach budgeting in Indonesian public corporations. Managers often rely on heuristics rather
than objective analysis when forecasting revenues and expenditures. They interpret budgetary
data through the lens of prior expectations and personal experiences. Overconfidence leads
decision-makers to overestimate their control over budget outcomes. Confirmation bias causes
them to favor information that aligns with pre-existing assumptions, disregarding contradictory
evidence. Anchoring on previous budget figures results in inflexible projections that ignore
contextual shifts. Emotional responses such as fear of failure or perceived reputational risk
distort rational budgetary decisions. Managers sometimes avoid adjusting unrealistic budget
targets due to fear of political or organizational backlash.

This behavior leads to inefficient allocation of resources and increased vulnerability to
financial shortfalls. Budget negotiations frequently reflect interpersonal power dynamics rather
than data-driven reasoning. The presence of status quo bias discourages innovation in budget
planning processes. Decision-makers resist new budgeting techniques because they perceive
change as a threat to existing hierarchies. Emotions such as pride or embarrassment influence
how managers report or conceal deviations from budget targets. Stress and cognitive overload
further reduce the quality of judgment in complex budgeting scenarios. These behavioral
distortions undermine the credibility and effectiveness of public financial management
systems. Understanding and addressing these biases are essential for enhancing the quality of
budgetary control in Indonesia's public sector.

2. Participative Budgeting Enhances Ownership and Reduces Budget Resistance

Participative budgeting positively transforms the behavior and attitudes of employees
in public corporations. When managers involve staff in budget discussions, they promote a
sense of inclusion and shared responsibility. Employees who contribute to budget formulation
tend to internalize budget goals more deeply. This sense of psychological ownership
strengthens their commitment to executing financial plans. Staff members become more
motivated to meet targets that they helped create. The involvement process reduces resistance
by fostering transparency and mutual understanding. Participative practices encourage open
communication between hierarchical levels. Managers who listen to employee input enhance
trust and organizational cohesion. Budget negotiations become collaborative rather than
confrontational. Employees who feel heard are less likely to manipulate figures or conceal
constraints.

This behavior leads to more realistic budget assumptions and improved forecasting
accuracy. Inclusion in budgeting empowers employees to suggest efficiency improvements
based on operational insights. Their active engagement promotes accountability and minimizes
passive compliance. Participation also builds financial literacy among non-financial personnel,
enhancing their capacity to manage resources. The sense of belonging that results from
participative budgeting strengthens morale and job satisfaction. Ultimately, organizations that
implement participative budgeting practices achieve greater alignment between strategic
objectives and operational realities

3. Institutional Constraints and Hierarchical Culture Limit Behavioral Flexibility
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Institutional constraints and hierarchical culture significantly hinder the integration of
behavioral accounting into budgetary practices in Indonesian public corporations. Bureaucratic
procedures dominate financial decision-making and restrict flexibility in adjusting budget
strategies. Managers often follow rigid protocols that discourage experimentation with
behaviorally-informed budgeting tools. Formal rules overshadow practical insights, leading to
a compliance-driven budgeting culture. Centralized authority limits the autonomy of lower-
level managers in contributing to budget formulation. This lack of autonomy weakens initiative
and reduces innovation in financial planning. Top-down communication patterns prevent the
upward flow of valuable operational feedback. Employees hesitate to express concerns or
suggest improvements due to fear of reprimand or non-recognition. Organizational silos further
obstruct cross-functional collaboration in budget planning. Departments operate in isolation,
failing to integrate behavioral understanding across units.

The absence of horizontal coordination leads to inefficiencies and misalignment in
budget execution. Hierarchical cultures prioritize status and conformity, which suppress
creative problem-solving. Managers focus more on following directives than adapting budgets
to real-time challenges. Institutional inertia discourages the adoption of new budgeting
frameworks that require behavioral awareness. Decision-makers perceive change as a threat to
their control, delaying reform efforts. The entrenched nature of bureaucratic culture creates
resistance to integrating softer behavioral insights into what is traditionally seen as a hard
technical process. As a result, public corporations in Indonesia struggle to align financial
systems with the realities of human behavior.

4. Ethical Climate and Leadership Style Shape Budgetary Accountability

Ethical climate and leadership style play a pivotal role in shaping budgetary
accountability within public corporations. Leaders who model ethical behavior set clear
expectations for transparency and fiscal responsibility. Managers who demonstrate integrity
influence employees to adhere to budgetary rules and procedures. Ethical leadership fosters a
culture where honesty is valued over manipulation of financial data. When leaders act
consistently with ethical standards, they reinforce a collective sense of trust. Employees under
ethical leadership are more likely to report budget irregularities without fear. Leaders who
encourage ethical conduct empower teams to make difficult financial decisions responsibly. An
open ethical climate supports dialogue around budget constraints and trade-offs.

This openness reduces the tendency to conceal overspending or inflate projections.
Ethical values within an organization guide behavior even when formal controls are weak.
Strong leadership discourages opportunistic behaviors that compromise budget integrity.
Leaders who involve their teams in ethical discussions raise awareness of the consequences of
financial misconduct. Managers with participative styles enhance accountability by promoting
shared ownership of budget outcomes. Supportive leadership also improves morale, which in
turn strengthens compliance with financial goals. Employees mirror the ethical tone set by
senior executives, making leadership a crucial determinant of budget performance.
Organizations that cultivate ethical climates experience fewer budget violations and better
alignment between goals and execution. Leadership grounded in ethical principles builds the
foundation for sustainable and credible financial governance

5. Integration of Behavioral Accounting Remains Fragmented and Underutilized
The integration of behavioral accounting into Indonesia’s public budgeting system
remains limited and inconsistent. Public corporations continue to rely heavily on traditional
financial control methods. Managers seldom incorporate psychological or behavioral insights
into budgeting procedures. Most financial decisions focus strictly on compliance and numerical
accuracy. Institutions fail to recognize how human behavior affects budget planning and
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execution. Decision-makers often treat budgeting as a technical formality rather than a dynamic
managerial tool. Organizations lack structured frameworks to apply behavioral concepts such
as motivation, bias recognition, and participative design. Training programs rarely address
behavioral dimensions of budgeting. Financial teams operate without adequate understanding
of how attitudes and perceptions shape fiscal discipline. Leadership rarely champions behavior-
based reform, leaving innovation fragmented and isolated. Without institutional support,
behavioral initiatives fail to gain traction. Budgeting systems remain rigid, ignoring valuable
input from behavioral analysis.

Technological tools in use do not integrate features that support behavioral monitoring
or real-time feedback. Behavioral accounting principles remain disconnected from routine
policy formulation and budget reporting. Organizational inertia and limited awareness prevent
broader adoption of these approaches. The absence of dedicated guidelines and best practices
stalls behavioral integration. Opportunities to enhance budget effectiveness through human-
centered strategies remain underutilized. Bridging this gap requires deliberate reform,
leadership commitment, and cross-functional collaboration. Public corporations must embrace
behavioral accounting as a core component of budgetary control. Doing so will ensure that
fiscal systems reflect not only financial goals but also the realities of human behavior.

Our finding that cognitive and emotional biases deeply affect budgetary behavior in
Indonesian public corporations aligns closely with global research, yet adds contextual nuance.
Prior studies have revealed that overconfidence, anchoring, and representativeness biases
distort budget judgments in public and private sectors (Overmans et al., 2024). These biases
often lead decision-makers to anchor on prior fiscal figures and neglect changing conditions
mirroring forms we observed in our review. Other work has demonstrated that cognitive
heuristics, such as availability and status quo bias, skew projection accuracy and promote rigid
budgeting patterns (Sage et al., 2024). We observed similar tendencies, where managers prefer
existing routines and ignore emerging risks. Research in local governments confirmed that
overconfidence exaggerates budget forecasts and reduces fiscal discipline. Our analysis shows
the same bias undermines conservative planning in Indonesian public entities. Studies stressing
bounded rationality suggest that budget officers, due to cognitive overload, simplify complex
decisions using mental shortcuts (Fiske & Taylor, 1984). We found this effect prevalent where
limited capacity and time constraints led to oversimplified expenditure plans. Public-sector
forecasting literature emphasized confirmation bias driving selective interpretation of data
(Flyvbjerg & Bester, 2021). Our findings echo this, highlighting officials focusing on
supporting evidence while discarding dissenting forecasts. Finally, behavioral auditing
research calls out structured debiasing interventions, such as checklists and peer review as
effective countermeasures (Cognitive Audit Journal, 2023). Our study confirms the lack of such
mechanisms in Indonesia and recommends implementing them to improve budget accuracy.
These parallels and divergences underscore the universal nature of cognitive distortions in
budgeting while affirming the importance of designing context-specific debiasing strategies.

Our finding that participative budgeting fosters psychological ownership and reduces
resistance aligns with empirical evidence from Indonesia and other public sector settings. A
study in North Maluku, Indonesia, demonstrated that participative budgeting significantly
decreases budgetary slack while increasing job satisfaction through employee involvement in
budget decisions (Kahar et al., 2016). We observed that when employees actively engage in
budgeting, they internalize targets, mirroring the effect of enhanced self-efficacy and
accountability noted in Lampung’s public organizations. Our narrative confirms that
participative practices amplify employees' motivation to meet budget goals, similar to findings
that voice and trust in budgeting improve organizational performance. Meta-analytical research
in public trust contexts also shows that participative budgeting elevates government efficiency
and public trust, echoing our theme of transparency resulting in reduced resistance (Almasi,
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Amiri, & Mohammadi, 2023). Comparative literature highlights that psychological ownership
interventions enhance stewardship behavior, which corresponds with our observation that
inclusion increases individual commitment to budget outcomes (Pierce et al., 2022). Research
on behavioral design in participatory budgeting reinforces that structured involvement
enhances perceived control and engagement—consistent with our assertion that engagement
builds ownership (LSE report, 2022). Indonesian university studies further reveal that absence
of such mechanisms leads to higher slack and weaker adherence, underlining our call for
structured participative frameworks (Scitepress, 2019). Our findings substantiate that active
budgeting participation transforms administrative attitudes in public corporations, replicating
observed benefits in settings with formal participatory interventions. These parallels reinforce
our recommendation for integrating behavioral tools—such as structured dialogue and
feedback—to institutionalize participatory budgeting and reduce resistance in Indonesia’s
public sector.

Our finding that institutional rigidity and hierarchical culture restrict behavioral
flexibility in Indonesian public corporations echoes well-documented patterns in both domestic
and comparative contexts. Prior research has shown that bureaucratic red tape significantly
undermines managerial discretion and innovation in budgetary practices (Hood, 2012). We
found that rigid procedures mirror the structural constraints identified in East Kalimantan’s
provincial administrations, where top-down controls limited decentralized decision-making
(Hermawan, 2019). Our narrative aligns with studies indicating that strict hierarchical cultures
reduce feedback flow and obstruct participative channels within budgeting processes (Pollitt &
Bouckaert, 2011). Research in Southeast Asia has also confirmed that centralization inhibits
agile budget adjustment in response to emerging needs, consistent with our observations in
public corporations (Christensen et al., 2020). We observed that bureaucratic inertia mirrors
findings from Thailand and the Philippines, where departments operated in isolation, leading
to duplicated efforts and inefficiencies (Llopis-Albert & Fuentes-Rodriguez, 2019). Our
analysis resonates with organizational culture theory that emphasizes how conformity norms
suppress creative budget strategies (Denison & Spreitzer, 1991). Historical studies suggest that
public institutions often resist harmonizing financial processes with behavioral insights due to
power preservation motives, matching our finding of leadership reluctance to adopt change
(Weber, 1978). We noted that this cultural inertia impedes integration of behavioral accounting
tools—a limitation echoed in comparative evaluations of OECD member states (Christensen
et al., 2020). Our research amplifies the call for institutional reforms that simplify procedures
and decentralize authority to enable behavioral responsiveness in budgeting.

Our observation that ethical climate and leadership style fundamentally influence
budgetary accountability in Indonesian public corporations reflects established links in the
literature. Prior work has demonstrated that ethical leadership promotes transparency and
reduces financial misreporting in governmental and corporate settings (Brown & Trevifio,
2006). We found that ethical leaders in Indonesia mirror timber from public institutions where
integrity-driven leadership minimized opportunistic budget adjustments (Trevifio et al., 2003).
Other studies have shown that leaders who emphasize shared ethical values foster collective
responsibility and higher compliance among subordinates (Mayer et al., 2010). Our finding
reinforces evidence that ethical climates encourage open dialogue about budget constraints and
reduce concealment of financial deviations (Victor & Cullen, 1988). Leadership research has
further revealed that transformational leaders increase budgetary adherence by aligning moral
and performance objectives (Bass & Steidlmeier, 1999). We observed similar leadership
behaviors in Indonesian public corporations, where managers who empower teams drive
greater accountability. Empirical studies in public finance contexts confirm that ethical and
participative leadership practices enhance employee trust and reporting fidelity (Kaptein,
2008). We found that such leadership styles counteract hierarchical inertia and encourage
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proactive budget compliance. Our analysis validates the view that integrating behaviorally
aware leadership training is essential for strengthening budgetary governance in Indonesia’s
public sector.

Our finding that behavioral accounting remains fragmented and underutilized in
Indonesia’s public budgeting mirrors observations in similar emerging economies, where
integration often falters due to institutional inertia and lack of strategic commitment. Studies
in Malaysia found that while behavioral concepts like bias awareness and participative
techniques are taught academically, they rarely translate into structured organizational practices
(Ayob & Nazri, 2018). We observed parallel gaps, where training on behavioral accounting
failed to bridge into formal budget processes. Research in South Africa confirmed that the
absence of standardized frameworks for behavioral integration leads to sporadic and
inconsistent applications across departments (Badara & Mas’ud, 2020). This inconsistency
undermines efforts to institutionalize behavioral insights in budgeting cycles. Scholars have
noted that public institutions often lack coherent policies or toolkits to embed behavioral
dimensions into financial protocols (Sardi & Rahayu, 2019). We found a similar void in
Indonesia, where behavioral strategies remain ad hoc and unsupported by organizational
design. Comparative assessments point out that countries with effective behavioral budgeting
greatly benefited from centralized guidelines and continuous professional development
(Zimmerman & Molloy, 2016). We identified the same need; behavioral budgeting frameworks
require formal endorsement and reinforcement to gain traction. Moreover, the literature
indicates that digital accounting systems can facilitate behavioral monitoring when platforms
are designed to prompt reflection and feedback (Granlund & Mouritsen, 2003). We confirmed
that technological enablers remain largely untapped within Indonesian public corporations. Our
analysis underscores that without consistent policy, training, and system integration, behavioral
accounting will continue to exist on the periphery of public financial management.

D. CONCLUSION

This study concludes that behavioral accounting holds transformative potential for
enhancing budgetary control in Indonesian public corporations. The analysis reveals that
cognitive and emotional biases significantly influence how managers interpret, plan, and
implement budgets. These biases often lead to distorted projections, inefficient allocations, and
deviations from financial discipline. Managers frequently rely on heuristics and prior
experiences rather than data-driven logic. Emotional responses also interfere with rational
budget execution. Participative budgeting emerges as a critical mechanism for improving
ownership and reducing resistance. Employees who contribute to budget formulation
demonstrate stronger commitment to achieving financial targets. Active involvement fosters
psychological ownership and enhances internal accountability. The findings also show that
rigid institutional structures and hierarchical cultures hinder behavioral innovation.
Bureaucratic norms suppress feedback loops and limit managerial autonomy. These structural
limitations reduce the effectiveness of human-centered budgeting strategies. Ethical leadership
and a transparent organizational climate strengthen budgetary accountability. Leaders who
promote trust, integrity, and shared values create environments conducive to fiscal
responsibility. The analysis confirms that leadership style directly affects compliance and
reporting behavior. However, the integration of behavioral accounting remains fragmented and
underdeveloped. Public corporations lack formal frameworks and operational tools to embed
behavioral principles in budgeting systems. Training programs and digital systems do not
support behavioral insight application. Without systemic adoption, behavioral strategies fail to
influence long-term budgeting practices. This study emphasizes the urgency of institutional
reforms to incorporate behavioral thinking in budget governance. Future efforts must prioritize
leadership development, participatory processes, and structural flexibility. Behavioral
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accounting should no longer remain a theoretical concept but evolve into a practical foundation
for budgetary reform in Indonesia’s public sector.
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