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ACCOUNTING, CORPORATE GOVERNANCE & BUSINESS ETHICS | 
RESEARCH ARTICLE

Do mental model and creativity help employees 
to improve their job performance from their 
participation in the budgeting?
Dany Amrul Ichdan1*,   Yuliansyah2 and   Maryani3

Abstract:  The purpose of this study is to examine the role of budgetary participa-
tion of employees in boosting their performance and through mental model and 
individual creativity. To address this research question, the study conducts a survey 
among 78 municipal officers from Lampung regional province using smartPLS 
method. The study shows that budgetary participation could improve individual 
performance through mental model building and individual creativity. The direct 
correlation between budgetary participation and individual performance could be 
proved statistically. The study reveals that budgetary participation could improve 
mental model building which in turn will boost individual creativity and perfor-
mance. This research is the first to empirically examine the positive effect of mental 
model and creativity for the positive correlation between participation in decision 
making and individual performance in municipal government.

Subjects: Government & Non-Profit Accounting; Management Accounting; Public & 
Nonprofit Management; Human Resource Management 

Keywords: Participation in the budgeting; mental model; creativity; job performance; 
public sector

1. Introduction
In the management and accounting literature, the importance of the role of budgeting participa-
tion in the improvement of individual performance has been widely discussed (Uyar & Kuzey, 2016; 
Winata & Mia, 2005; Wong-On-Wing et al., 2010; Yuliansyah & Khan, 2017; Yuliansyah et al., 2019). 
Additionally, Wong-On-Wing et al. (2010), for example, confirm that budgeting participation sup-
ports managers to improve individual learning through their intrinsic and extrinsic motivations. 
Furthermore, Winata and Mia (2005, p. 24) point out that ‘from an individual employee’s point of 
view, budgetary participation is the process of developing an individual’s mental and emotional 
feelings that provide them with ownership of their decisions’. In addition, generating learning 
process through mental confirmation and mental building stimulate individual creativity that can 
impact on individual performance. However, study that seeks the development of mental model is 
relatively new and it still provides wide room for discussion in the management study. Thus, this 
study attempts to investigate how participate in budgeting can improve learning through mental 
model that can impact on individual creativity which in turn the higher performance.

Confirming and updating their mental models of how the organization runs is a crucial part of 
the learning process for managers (Hall, 2011). Participation in decision making has the potential 
to encourage learning process in individuals by sharing experience and ideas that can confirm and 
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build mental model. In addition, some forms of data from the results of participation in budgeting 
would be very beneficial in supporting and building managers’ mental models of business opera-
tions (Hall, 2011). Further, mental model confirmation and building can facilitate individual to be 
creative. Previous studies confirms that mental model could accelerate learning process by which 
will boost capabilities to generate new ideas of product and service in the organization (Easterby- 
Smith, 1997; Hult et al., 2001). Lastly, it can also enhance job performance.

This study has several contributions. First, we provide a contribution how participation, mental 
model, and creativity improve job performance. Though previous studies have extensively identi-
fied the impact of participation in budgeting on managerial performance, however, research on the 
combination of the effect of participation in budgeting on job performance which is mediated by 
mental model and creativity is sparse.

Second contribution is related to public sector. Previous author contented to investigate the 
relationship between budgetary participation and individual performance by focusing on manu-
facturing sector (Kihn, 2010; Shields, 1997; Winata & Mia, 2005; Zawawi & Hoque, 2010) and less in 
public sector (Kihn, 2010) while this study contributes to management accounting literature in the 
public sector. The presence of this research gap has been voiced out by Kihn (2010, p. 484) that “A 
number of gaps and under-researched yet important areas in the literature were also identified in 
existing management accounting research. They include: ‘[. . .] analysis of specific important, but 
under-researched samples (such as [. . .], not-for-profit organizations, [. . .]”.

This paper is organized as follows: Section 1 gives a brief introduction to the paper and subject 
matter. Section 2 provides a description of review of literature and hypotheses development. 
Section 3 explains the research method. Section 4 illustrates the result of the study. Finally 
Section 5 concludes the article.

2. Literature review
Many theorists argue that Budgeting is a prominent tool for the controlling, planning and coordi-
nating of the firm’s operation (Lau & Lim, 2002; Lau et al., 2018; Uyar & Kuzey, 2016). From 
management perspective, participation in budgeting can help organisation’s efficiency and effec-
tiveness to develop a sustainable and competitive company by controlling costs, monitoring and 
evaluating units of organisation, accomplishing targets and improving market share (Uyar & Kuzey,  
2016). In addition, based on individual perspective, participation in budgeting has a prominent 
advantage for employees. It can improve behaviour outcomes for employees including organisa-
tional commitment, trust, self-efficacy, reduced stress, boosting sense of belonging, which in turn 
improving performance (Selvina & Yuliansyah, 2016; Yuliansyah & Khan, 2017). However, study 
between budgeting and performance does not propose direct effect between these factors. 
(Derfuss, 2016). Derfuss (2016, p. 22) suggest that “the relation is described as being contingent 
on and mediated by other variables”. Hence, in this study, we could claim that participation in 
budgeting can improve individual mental model by generating learning and exchanging informa-
tion that lead to the improvement of individual creativity to raise job performance.

Previous studies note that participation in budgeting process and performance in decision 
making may transfer of knowledge between senior management and sub-ordinate. This way 
promotes experiential learning about reflection of previous business activities and transform 
a mutual understanding for better future activities (See Figure 1).

Based on above explanation, we draw a research framework as follows:

2.1. Participation in budgeting and mental model
Participation in budgeting could improve learning process through dialogue forum and commu-
nication to acquire and store information in producing the expected goal (Yuliansyah & Khan,  
2017; Yuliansyah et al., 2019). Sitepu et al. (2020) stated that among the benefits of budgeting 
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participation is boosting individual capabilities in expressing ideas and suggestion for generating 
useful output of the company.

Based on this conducive process, budgeting participation becomes an important mechanism in 
developing mental model for individuals to perceive how the budgeting process took place. (Hall,  
2011). Furthermore, Hall (2011) stated that a dynamic process in budgeting participation in 
decision making creates mental model of managers how they transform their understanding 
over the time.

From psychology-based budgeting, point of view Covaleski et al. (2003) argued that budgeting 
participation could affect mental model particularly on individual attitudes and behaviour in 
running the business. This in turn will promote a more conduce organization environment by 
inter-individual interactive dialogue (Chong & Mahama, 2014). Budgeting participation could also 
contribute positively to mental model development by direct learning process of individual in 
budgeting itself. Based on this explanation, we propose the following hypothesis: 

H1: There is a positive effect between Participation in budgeting and mental model

2.2. Participation in budgeting and creativity
Budgeting participation is a process where staff voice out their previous activities for future 
program. Previous authors note that employees that don’t not provided “space” to voice their 
argument, it may reduce their creativity (Guo et al., 2018). By budgeting participation managers 
and staff will share knowledge and experiment to project new agenda or business activities in 
future. Sharing knowledge including debate and dialog between upper and subordinate may 
generate new information and learning for organization (Jansen, 2015).

Jansen (2015) also notes individuals’ voice in decision-making process could help to achieve 
their organisation goals and objectives. Another aspect when senior managers allow employees to 
participate in budgeting, it creates a “sense of belonging” among individuals in organisation. By 
which budgeting participation could stimulate individual creativity by offering new insight and 
suggestion to the organization. Thus, we hypothesise as follows 

H2: There is a positive effect between Participation in budgeting and Creativity

2.3. Mental model and creativity
Mental model is expected to increase individual creativity. This can be understood by following 
logic (1) managements developed mental model in the organization based on their previous 
experiments and existing information in business process (Hall, 2011) then these experiences 
and information developed as learning mechanism to produce new ideas (Chenhall, 2005; 
Yuliansyah & Jermias, 2018). Hall (2011) also stated that among the benefits of mental model is 
to facilitate learning process that could promote fresh ideas in business operation and strategy 
that may occurs over periods and situations. By this we confirm that mental model could promote 

Figure 1. Conceptual 
Framework.
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creativity. Based on these arguments we can safely conclude that mental model has a positive 
correlation with creativity. Hence we propose a hypothesis that.

H3: There is a positive effect between mental model and Creativity

2.4. Mental model and job performance
Lim and Klein (2006) argued that individual mental model influences individual performance. Hall 
(2011) says that organization that have better learning can raise better performance compared to 
organization with less learning mechanism. Similar to Yuliansyah and Jermias (2018), also identi-
fied that ability of learning can change individual behavior to learn to solve operational problems 
from prior experience of their peer individuals or seniors. This interaction could develop individual 
mental model to generate new insights of knowledge (Yuliansyah & Khan, 2015).

Briefly, previous studies show that there is a positive effect of mental model on job performance. 
Study conducted by Hall (2011) found that mental model can help the improvement of individual 
performance. Lim and Klein (2006)’s study identified that mental model in team can improve team 
performance. Capelo and Dias (2009) found that there is a positive effect between mental model 
and performance. Based on above argument, we propose the following hypothesis.

H4: There is a positive effect between mental model and Job performance

2.5. Creativity and job performance
Amabile (1988, p. 126) said that creativity is the production of novel and useful ideas by an 
individual or small groups of individuals working together. We assume that the main purpose of 
creativity is to find ideas to the working improvement. Furthermore, creativity is a way to improve 
job performance (Choi et al., 2019; Sue-Chan & Hempel, 2016). In this assumption, creativity and 
performance are linked to one to another.

Empirical study found that creativity can enhance performance. For example, study undertaken 
by Shahzad et al. (2016) found that creativity can improve performance. Alzghoul et al. (2018)’s 
study in two Jordanian telecommunication firms found that creativity can improve job perfor-
mance. Based on these two examples, we propose:

H5: There is a positive effect between creativity and Job performance

2.6. Participation in budgeting and job performance
It is argued that allowing subordinate to participate in decision-making process will enable 
them to increase their job performance (Chong et al., 2005; Yuliansyah et al., 2018b, 2019). 
There are several reasons how participation in budgeting can improve job performance. One 
example for that is job-relevant information. When individual involve in budgeting preparation, 
they automatically generate and share information about budgeting process (Chong et al.,  
2005; Groen et al., 2017; Kren, 1992; Shields & Shields, 1998). Study from Kren (1992), Chong 
et al. (2005) found that when management allows subordinates to participate in decision 
making they have more information about their jobs which in turn could improve their job 
performances.

Another reason for positive impact of budgeting involvement in job performance improvement is 
because participation in budgeting can improve individual job satisfaction, fairness self-efficacy, 
role clarity, organisational commitment, and trust by which could lead to the improvement of 
performance (Chong et al., 2005; Lau & Buckland, 2001; Lau & Tan, 2003, 2012, 2006; Yuliansyah 
et al., 2018b; Yuliansyah & Khan, 2017). Giving an example from study undertaken by Lau and Tan 
(2012) the budgetary participation can improve job performance and job fairness. Based on this 
argument, we propose the following hypothesis:
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H6: There is a positive effect between Participation in budgeting and Job performance

3. Research method

3.1. Sample selection
This research is a quantitate study. We do a survey study in 8 municipals in the province of 
Lampung—Indonesia. A survey research is extensively used in academia and is crucial for gather-
ing data. There are two reasons or the extensive use of survey study. First, there is the significantly 
reduced cost involved in completing them; second, the procedures for surveys are frequently seen 
to be straightforward enough that people and organizations (Dillman, 1991). In order to increase 
the validity of sample study, we select samples with experience of involvement in budgeting 
process in their respected offices. Samples that have no experience in budgeting process are 
excluded from the study. To do our survey, we follow the best survey practice from previous 
study (Yuliansyah, 2016; Yuliansyah et al., 2018a).

Firstly, we do pre-test study to ensure validity and reliability of the study. Van der Stede et al.’s 
(2005, p. 670) suggestion that “pre-testing is especially important in mail surveys because there 
are no interviewers to report problems in the questions and the survey instrument to the 
researcher”. In addition, following Van der Stede et al. (2005, p. 670), we eliminate poor quality 
of survey study and use a common language. Secondly, we follow Henri (2006)’s four steps of 
survey: pre-notification, initial mailing, first follow up, and second follow up. Based on 200 dis-
tributed questionaries; we obtained usable data from 78 out of 79 respondents (39%). Table 1 
illustrates the respondents’ demographics

3.2. Variable measurements

3.2.1. Budgetary participation 
Budgetary participation applies a six-item questionnaire which was developed by Milani (1975). Its 
variable has been used by previous studies (e.g., Chong et al., 2006; Yuliansyah & Khan, 2017; 
Yuliansyah et al., 2019). In this study, respondents were asked to indicate their perception using 
a 5-point likert scale anchored 1 (very disagree) to 5 (very agree)

3.2.2. Mental model 
We apply a seven-item questionnaire of mental model Hall (2011). This variable consists of two 
dimensions: a three-item question of mental model confirmation and a four-item question of 

Table 1. Respondents’ demographics
n Cumulative % Cumulative 

(%)
Gender Male 40 40 51.28% 51.28%

Female 38 78 48.72% 100%

Age ≤ 30 years 2 2 2.56% 2.36%

31–40 years 15 17 19.23% 21.59%

41–50 years 32 49 41.03% 62.62%

≥ 51 years 29 78 37.18% 100.00%

Education SMA/Diploma 4 4 5.13% 5.13%

S1 31 35 39.74% 44.87%

S2/S3 43 78 55.13% 100%

Echelon II 10 12 12.82% 12.82%

Position Echelon III 39 51 50.00% 62.82%

Echelon IV 27 78 34.62% 100%
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mental model building. In this study respondent is asked to rate their agreement of each item 
using a 5 Likert-scale anchored from 1 (very disagree) to 5 (very agree).

3.2.3. Creativity 
Employee creativity uses instrument which was developed by Moulang (2013) based on previous 
studies such as Spreitzer (1995), Wang and Netemeyer (2004), and Denison et al. (1995). This study 
uses only six questions to ask respondent opinion using a five-point likert scale with anchors 
1 = almost never to 5 almost always.

3.2.4. Job performance 
Job performance questionnaire in this study is generated from Burney et al. (2009) which was 
initially developed by Williams and Anderson (1991). Based on a seven-item question, we ask 
respondent to answer how far their individual performance in this period compared to the last 
period using a 5 likert-scale anchored from 1 (far below average) to 5 (far above average).

4. Partial least square
In order to reach the goals of the study, we test data using SmartPLS. Advantages of SmartPLS 
is that appropriate for 1) small sample, 2) non-normal data, and 3) theory development (Faizan 
et al., 2018; Hair et al., 2012; Henseler et al., 2009). Some scholars such as Smith and 
Langfield-Smith (2004), Hulland (1999), and Sarstedt and Cheah (2019) and others note that 
testing using SmartPLS follows a two-sequential step: measurement model and structural 
model.

4.1. Measurement model
The aim of measurement model in Partial Least Square is to ensure whether reliability and validity 
are good. Measurement reliability can be generated by evaluating composite reliability and 
Cronbach’ alpha. Both indicators have good score when the value of construct is higher than 0.7. 
Table 2 shows that the scores of composite reliability and Cronbach’ alpha of each construct are 
more than 0.7. This indicates reliability is adequate.

Measurement model of validity is conducted by testing convergent and discriminant validity. 
Measurement model of convergent validity can be seen by the score of Average Variance Extracted 
(AVE) which is more than 0.5. A way of compensating for small sample size in SEM is to use 
bootstrapping. Bootstrapping is a resampling procedure in which the researcher’s data set is 
treated as population(Smith & Langfield-Smith, 2004, p. 66)

4.2. The assesment of structural model
A discriminant validity test is another validity evaluation. It is possible to achieve discriminant 
validity using the Fornell-Larcker Criteria. If the diagonal line of AVE2 is higher than the AVE2's 
vertical and horizontal lines, this indicates good discriminant validity. According to Table 3, all 
AVE2 values for each item (in bold) appear to be higher than the sum of all vertical and horizontal 
scores for the row and column items. Fornell-Larcker discriminant validity is adequate.

The assesment of the structural model was conducted by evaluating the R-squared(R2) of each 
dependent variable and its path coefficient. Camisón and López (2010) suggest that an R2 higher 
than 0.1 is considered acceptable. As shown in Table 4, all the R2 are higher than 0.1 indicating 
that the structural model used in this study is acceptable.

4.3. Test of hypothesis

4.3.1. Participation in budgeting and mental model 
Hypothesis 1 states that there is a positive relation between participation in decision making and 
mental model. Our study found that participation in decision making has a positive and significant 
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relation with all components of mental model confirmation (β = 0. 0.569; t = 6.046; p < 0.01), and 
mental model building (β = 0.675; t = 9.672; p < 0.01). These results are consistent with H1.

4.3.2. Participation in budgeting and creativity 
Hypothesis 2 states that there is a positive relation between participation in decision making 
and employee’s creativity. As seen in Table 4 that participation in decision making has a no 

Table 2. Factor loadings, Composite Reliability, Cronbach’s Alpha and AVE
Constructs Items Factor 

Loadings
Composite 
Reliability

Cronbach’s 
Alpha

AVE

Participation in 
budgeting

PA1 0.846 0.936 0.917 0.708

PA2 0.836

PA3 0.854

PA4 0.865

PA5 0.826

PA6 0.818

Mental Model 
confirmation

MM1 0.855 0.879 0.794 0.708

MM2 0.835

MM3 0.834

Mental Model 
building

MM4 0.602 0.886 0.827 0.660

MM5 0.663

MM6 0.524

MM7 0.589

Creativity IN1 0.920 0.932 0.911 0.695

IN2 0.884

IN3 0.860

IN4 0.738

IN5 0.816

IN6 0.770

Job 
Performance

JP1 0.853 0.960 0.953 0.730

JP2 0.849

JP3 0.880

JP4 0.880

JP5 0.864

JP6 0.887

JP7 0.886

Table 3. Fornel Larcker criterion
Budgeting 

participation
Mental model 
Confirmation

Mental Model 
Building

Creativity Job 
Performance

Budgeting 
participation

0.841

Mental model 
Confirmation

0.569 0.841

Mental Model 
Building

0.675 0.732 0.813

Creativity 0.617 0.665 0.781 0.834

Job 
Performance

0.586 0.616 0.741 0.801 0.854
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positive effect on individual creativity (β = 0.140; t = 1.534; p < 0.10). Thus, hypothesis 2 is 
rejected

4.3.3. Mental model and creativity 
Hypothesis 3 states that there is a positive relation between mental model and individual creativ-
ity. Table 4 indicates that mental model confirmation has no positive effect on individual creativity 
(β = 0.177; t = 1.513; p < 0.10), but mental model building has a positive effect on individual 
creativity (β = 0.557; t = 4.656; p < 0.01). Thus, hypothesis 3 is partly supported.

4.3.4. Mental model and job performance 
Hypothesis 4 states that there is a positive relation between mental model and job performance. 
The results reported in Table 4 indicate that mental model confirmation has no positive effect on 
job performance (β = 0.040; t = 0.343; p < 0.10), this is also similar to mental model building and 
job performance (β = 0.242; t = 1.491; p < 0.10). Thus, H4 is rejected.

4.3.5. Creativity and job performance 
Hypothesis 5 states that there is a positive relation between individual creativity and job perfor-
mance. The result of the study finds that there is a positive effect between them (β = 0.547; 
t = 3.511; p < 0.01). Thus, hypothesis 5 is accepted.

4.3.6. Participation in budgeting and job performance 
Hypothesis 6 states that there is a positive relation between participation in decision making and 
job performance. The results reported in Table 4 shows that participation in budgeting has no 
a positive effect on job performance (β = 0.063; t = 0.718; p < 0.10), Thus, Hypothesis 6 is rejected.

4.3.7. Path analysis 
In order to analyze the path, we follow Baron and Kenny (1986)’s suggestion. They note that path 
analysis can be conducted if all direct and indirect path is supported. Based on the study we found 
that direct effect between budgetary participation and job performance is rejected and indirect 
path is supported. Thus, we do need to do further analysis of path test. Hence, in this study, there 
are full mediation of the study.

5. Discussion and conclusion
Participation in budgeting is a prominent way to improve learning among employees. Much organization 
facilitates this way to generate information from internal experience and knowledge to pursue organiza-
tion goal. Hall (2011) notes that this learning can build and confirm mental model. Previous study found 
that improving learning can stimulate creativity among employees that can impact on the improvement 

Table 4. The result of PLS structural model: path coefficient, and t-statistics
Dependent 
Variables

Independent Variables

Budgeting 
participation

Mental model 
Confirmation

Mental Model 
Building

Creativity

Mental model 
Confirmation

0.569 
(6.046)***

Mental Model 
Building

0.675 
(9.672)***

Creativity 0.140 
(1.534)*

0.177 
(1.513)*

0.557 
(4.656)***

Job Performance 0.063 
(0.718)*

0.040 
(0.343)*

0.242 
(1.491)*

0.547 
(3.511)***

*** Significant at 1%. **significant at 5%. * significant at 10%. 
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of employees. This study aims to investigate the extent to which participation in budgeting can improve 
individual performance through mental model and creativity.

In order to pursue the purpose of the study, authors do study of public sector employees in the 
eight municipals in the Province of Lampung—Indonesia. Distributing 200 questionnaires to them, 
we collected a 78 usable data from 79 received respondents. Then, those data were analyzed using 
smartPLS using a two-step process: measurement model and structural model then followed by 
testing hypotheses. The study found that participation in budgeting can help mental model of 
employees that lead to the improvement of individual creativity, which in turn on the improvement 
of job performance. However, a direct effect between participation in budgeting and job perfor-
mance in this study doesn’t not exist. Even, engagement in budgeting stimulates creativity, but 
only through the development of mental models.

This study concludes that participation in budgeting helps management in public sector to 
increase individual learning process that forms mental model. Mental model is a primary source 
to organisation in stimulating individual creativity. Psychological effect on individual participation 
in decision making will stimulate greater morale to learn that effect on an increase in individual 
self-efficacy to be creative that lead to the improvement of job performance. Our study differs 
from other studies from the perspectives of behavioural management and psychological research 
in terms of both the theoretical framework and the nature of the variables included in the model. 
This study confirms a previous study that mental model enable to increase managerial perfor-
mance in Australian manufacturing industries (Hall, 2011). In addition Hall (2011) notes that given 
the significant impact of mental model creation and confirmation on individual performance, the 
study suggests there is much to be learned from examining the ways in which these two types of 
managers’ learning capacities may be enhanced through participation in budgeting.

Like other empirical research studies, this study has some limitations. Firstly, this study is conducted in 
municipal institution where it has different in private sector. Thus, this study needs careful attention to be 
generalised in the private sector. Further, using the same model can be a good idea to be conducted to 
confirm an external validity of the study in different angle sectors. Second limitation is about research 
method. Although some scholars note that survey study has a strong generalisation of the results, it has 
some limitation in terms of deep results about factors that can build mental model and creativity that 
lead to the improvement of job performance. Hence, for future study, it suggests to do another method 
such as qualitative study to generate deep result of those factors.

This study implies that organization in public sector may allow a member of organisation to 
participate in decision making that not only can improve an individual performance but it also can 
help improve their mental model and creativity.
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