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 A B S T R A C T  
This research is a study of the behavior of the performance measurement strategy.
Behavior is related to the participation of managers in setting performance goals that 
are measured in terms of financial and non-financial, that can affect managerial per-
formance, with an intervening variable procedural fairness and interpersonal trust.
The object of research was carried out at the level of middle and lower level managers 
in all companies in the Province of Banten and West Java are registered in the Indone-
sia Stock Exchange (IDX), with a sample of 205 managers. Results of the study
showed that the manager's participation in setting performance goals that are meas-
ured in terms of financial and non-financial positively affect performance and mana-
gerial and procedural fairness. Beside, interpersonal trust partially mediates the effect
of goal-setting participation managers on managerial performance.  
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 A B S T R A K  
Penelitian ini merupakan sebuah penelitian tentang perilaku pada sistem strategi
pengukuran kinerja. Perilaku tersebut berkaitan dengan partisipasi manager dalam
menetapkan tujuan kinerjanya yang diukur dari segi keuangan dan non-keuangan, 
sehingga dapat mempengaruhi kinerja manajerial, dengan variabel intervening keadi-
lan prosedural dan kepercayaan interpersonal. Objek penelitian dilakukan pada ting-
kat manajer level middle dan lower pada seluruh perusahaan di Propinsi Banten dan 
Jawa Barat yang terdaftar di Bursa Efek Indonesia (BEI), dengan sampel sebanyak 205
manajer. Hasil dalam penelitian menunjukkan bahwa partisipasi manager dalam
menetapkan tujuan kinerjanya yang diukur dari segi keuangan dan non-keuangan 
mempengaruhi kinerja manajerial secara positif dan signiifkan, dan keadilan prose-
dural serta kepercayaan interpersonal memediasi secara parsial pengaruh goal-setting 
participation managers terhadap kinerja manajerial.  

 
 
1. INTRODUCTION 
The system of performance measurement has be-
come an issue which still continues among practi-
tioners, academics, and researchers in which the 
system is still criticized and debated. The literature 
on the measurement system is found to be tradi-
tional performance measurement system with a 
focus on financial measurements. In other words, it 
cannot yet be used for decision making for any or-
ganization. The traditional financial measurement 
system has been criticized due to the only focus on 
short-term rather than long-term, and it was lim-
ited to the past rather than the future (Jusoh et al. 

2007). This also affects the behavior of the perform-
ance measurement strategy in an organization. 

In terms of measurement system, in manage-
ment accounting studies it focuses on financial per-
formance that is used to evaluate managerial per-
formance, especially in the attitudes and behavior 
of managers when measuring using the financial 
aspect or budget. Thus they applied it so simple or 
too narrow for they view only one dimension (Lau 
& Sholihin 2005). 

Here is the related management accounting re-
search on the behavior of the system performance 
measurement strategy. The performance evaluation 
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is a superior style when evaluating the perform-
ance of subordinates based on the measurement of 
financial or accounting data. This research was 
done by (Subramaniam and Mia 2003; Lau & Tan, 
2006; Parker & Kyj 2006; Leach-Lopez et al. 2007; 
Chong & Johnson, 2007; Derfus 2009; Jermias & 
Yigit 2013). The study only discusses how to influ-
ence the behavior of the performance evaluation 
style using measurements of financial performance 
but did not discuss the measurement of non-
financial performance. 

On the other side, the non-financial perform-
ance measures are considered much wider as by 
looking far ahead, and using it for sustainable de-
velopment in the long-term competitive advantage 
(Lau & Moser 2008). The example of non-financial 
performance can be found in the Balanced Score-
card approach. It is the approach used by manage-
ment to evaluate the performance behavior of em-
ployees in an organization. Like a study done by 
(Lau & Moser 2008), it advocates that the meas-
urement of non-financial performance affects the 
behavior of managerial performance of employees. 
Therefore, the measurement of performance in 
terms of financial and non-financial must be incor-
porated by the company for strategic planning, 
control and evaluation of performance, because by 
combining the performance measure. In short, it 
enables the managers to address issues tradition-
ally thought bounded by the financial function, 
which in turn can improve decision-making, and 
improve the solution of existing problems (Kaplan 
& Norton 2004). 

The study above combines the performance 
measures of financial and non-financial, in influ-
encing the behavior of the performance measure-
ment strategy used by employers to evaluate the 
performance of subordinates. In the literature of 
management control system as it was proposed by 
(Merchant & Van Der Stade 2007), it is stated that in 
order to be able to motivate managers in order to 
perform better, then an evaluation of performance 
should be determined by measurement of perform-
ance that combines financial and non-financial. 

The performance measurement system com-
bines the performance measures of financial and 
non-financial to motivate participation in the or-
ganization. In other words, this system is used as 
the link information to all employees both from the 
top level to the bottom level (Lau & Sholihin 2005). 
It looks that this style of performance evaluation 
can be conducted by the employer when evaluating 
subordinates, participatory using performance 
measures both financial and non-financial. Partici-

pation in an organization with the style used for 
performance evaluation can expand the level of 
agreement that will ultimately improve perform-
ance (Sholihin et al. 2004). This is confirmed by 
research conducted by (Akbar and Irwandi 2014). 
They argue that participation involving middle and 
lower-level managers is measured from the aspect 
of financial and non-financial direct influence on 
managerial performance. 

A study combining the financial performance 
measures and non-financial organizations in a 
company is still unclear such as why and how the 
size can affect managerial performance (Sholihin et 
al. 2004). It is possible that the size of the perform-
ance of financial and non-financial performance of 
the company only affects not only on employee 
performance, especially on performance manager 
(Sholihin & Mangena 2010). For that reason, this 
research tries to focus on how the style of perform-
ance evaluation conducted by superiors to subor-
dinates as measured by the performance of finan-
cial and non-financial can affect managerial per-
formance. 

This study also describes that the fairness of 
the evaluation system be the main determinant of 
the behavior of the employee, where the fair 
evaluation process is expected to be a favorable 
outcome for the performance of the employees. The 
research of procedural fairness is important be-
cause it shows how it can affect the attitudes and 
behavior of organizational members (Sholihin & 
Pike 2010). It is also described by (Lau & Moser 
2008) that procedural fairness likely result in bene-
fits for employees, including increased working 
performance. 

Based on the previous studies, this study also 
explains when an organization implements a per-
formance measurement strategy that combines size 
and non-financial finance. How and when it can 
affect procedural fairness (Lau & Sholihin 2005; 
Sholihin & Pike 2010; Sholihin et al. 2011). Later in 
the study (Lau & Moser 2008) revealed that proce-
dural justice can improve managerial performance. 
Therefore, this study seems to be a potential proce-
dural fairness as mediation variable between man-
ager’s participation in setting performance goals 
that are measured in terms of financial and non-
financial to managerial performance. 

Interpersonal trust is essential for contributing 
to the performance in an organization. In addition, 
the success of the performance evaluation can only 
occur in an environment where trust between 
members of the organization can evolve to one an-
other. Beside, trust is a critical overview on the per-
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formance evaluation process because with the in-
creasing trust between subordinates and superiors, 
tends to lead to improved communication and 
openness between organizations, the existence of 
trust within an organization can also increase the 
solutions to solving problems, and improve per-
formance (Sholihin et al. 2004; Lau & Sholihin 2005; 
Hartmann & Slapnicar 2009). 

In a study conducted by (Chong & Ferdiansah 
2011; Lau & Tan 2006), it was found that trust can 
affect the relationship between force performance 
evaluation on managerial attitudes and behavior. 
Trust in superiors can also be used as a mediation 
variable, because in previous studies in manage-
ment accounting has been found that there is sig-
nificant correlation between measurements of per-
formance measured in terms of financial and non-
financial to trust in his superiors (Lau & Sholihin 
2005; Sholihin & Pike 2010; Akbar and Irwandi 
2014) and trust in superiors can significantly affect 
the performance of managerial (Sholihin & Pike 
2009; Akbar and Irwandi 2014). Therefore, this 
study include procedural fairness variables and 
interpersonal trust as an intervening variable be-
tween the influence of manager participation as 
measured by financial and non-financial to mana-
gerial performance. 

Based on the related literatures described 
above, this study attempts to find out whether 1) 
Goal-setting participation managers affect manage-
rial performance, 2) whether procedural justice 
mediates between the goal-setting influence man-
agers' participation on managerial performance, 3) 
whether it mediates the effect of interpersonal trust 
between managers' goal-setting participation on 
managerial performance ? Then, to test that the 
manager's participation is measured in terms of 
financial or non-financial performance goals set or 
known as goal-setting participation (Sholihin et al. 
2011) directly affect managerial performance, and 
prove that justice procedural and interpersonal 
trust as an intervening variable indirectly affect 
between goal-setting participation managers and 
managerial performance. 

 
2. THEORETICAL FRAMEWORK, AND HYPO-
THESIS 
Goal Setting Theory 
Goal - setting theory is a root of experimental psy-
chology and management theory. Goal theory is to 
set the premise that an individual is willing to be 
aware of the intentions and actions, and the per-
formance of someone can be affected when carry-
ing out his intention (Lock & Latham 2006). For 

example, a manager who has a specific goal to in-
crease profits from sales in every unit obtained in 
the previous year will try to increase sales in the 
future. 

All the efforts above are intended that when 
the lower level managers know exactly what they 
should do to work, and then they will perform bet-
ter than lower-level managers whose purpose is not 
clear, because a manager with specific goals will 
exert further efforts and spend more time to pursue 
those goals. In addition, specific goals will explain 
what is necessary to complete their tasks, which 
will ultimately have an impact on improving 
managerial performance (Locke & Latham 2006). 

Based on the theory of goal setting, it can be 
explained that the managers who participate or 
engage in performance goal setting affect expecta-
tions for outcomes that will be accepted. Participa-
tion aims to shape attitudes, behaviors of employ-
ees and managers. In other words, participation 
may encourage managers to identify destination, 
take it with a commitment and work in order to 
achieve it, so the managerial activities within the 
organization will increase (Etemadi et al. 2009; 
Jeremias & Yigit 2013). As such, it is expected that 
with the manager participation in clear goal setting, 
it will have implications for the improvement of 
managerial performance. 

 
Theory of Management Control System 
Management Control System is a system used by 
an organization in managing human resources in 
order to fit with the strategy that has been applied 
(Hongren et al. 2006; Merchant & Van der Stade 
2007; Anthony & Govindarajan 2007). All are in-
cluded in the management control system that is to 
combine performance measurement of financial 
performance measures and non-financial, employee 
and managerial incentive systems, procedures or 
policies, personal control, and culture as well as 
social control (Smith 2008). All of these things are 
used to support the organization's strategy orienta-
tion with directing, thinking, and encourage busi-
nesses that goal strategy consistently achieved 
(Smith 2008). 

According to (Merchant & Van der Stede 2007), 
it is stated that the action control, personal control, 
result control, cultural control are all parts of the 
management control system. They are control tools 
that can trigger the employees in order to achieve 
the set targets, the controls work includes goal set-
ting, building naturally self-motivated with a rule 
and commitment, and reward the achievement of 
the performance achieved. 
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The managers within a business organization 
clearly require criteria to determine how well they 
work and to control their performance. In this case, 
the measurement of performance which combines 
the size of the financial and non-financial is an im-
portant concept in control, because the performance 
measurement system to convey information that is 
necessary for the execution of work. Management 
Control System helps managers to find the infor-
mation and ensure the performance of the em-
ployee, and the employee's behavior in line, or con-
sistent with the goals of the organization (Armesh 
et al. 2010). 

Based on the theory above, it can be inferred 
that that the strategies used by good management 
by involving employees in the process of goal set-
ting as measured by the performance of financial 
and non-financial, to apply fair procedures, and 
their confidence in the employer, must be con-
cerned with the behavior of employees are consis-
tent with the objectives in an organization, when a 
goal has been consistent and in line, then the con-
sequence is on increasing managerial performance. 
 
Framework 
Schematic framework in this study can be de-
scribed in Figure 1. 
 
Goal-Setting Participation and Managerial Per-
formance 
Goal-Setting Participation is the participation of 
managers in setting performance goals that are 
measured in terms of financial and non-financial 
(Sholihin et al. 2011). Non-financial measures in-
clude customer, internal business processes such as 
innovation, and learning and growth. All are con-
sidered much wider by looking far ahead, and us-
ing for sustainable development in the long-term 
competitive advantage (Kaplan & Norton 2004). 

Financial size illustrates the advantage in a com-
pany as focused on profits or income based on ac-
counting data. 

Goal-setting theory reveals that by the partici-
pation manager, the manager can affect the expec-
tations for outcomes that will be accepted. Partici-
pation encourages managers to identify goals, ac-
cept with a commitment, and work in order to 
reach it, which in turn improve the performance of 
the manager (Etemadi et al. 2009; Jeremias & Yigit 
2013). Managerial performance is a manager's skills 
when carrying out managerial activities that in-
clude planning, investigation, coordination, super-
vision, staffing, negotiation and representation 
(Hall 2004). 

Empirical research on goal-setting participa-
tion on managerial performance has not been done 
yet because it only focuses on the context set up the 
involvement of managers in the performance objec-
tives in terms of financial or budget. Some research 
that has been done by (Leach-Lopez et al. 2007) 
which found that participation in budgeting (finan-
cial) positive effect on job satisfaction and perform-
ance. And research (Lau et al. 2006) who found that 
the budgetary participation is positively related to 
performance, but research has been done (Lau & 
Moser 2008) found that the use of non-financial 
performance measures/non-budget, a significant 
effect on managerial performance. 

Based on the description that has been de-
scribed above, likely to influence the participation 
of managers in setting performance goals are 
measured based on the aspects of financial and 
non-financial impact on managerial performance. 
Therefore, this study tries to find the performance 
goal setting participation is measured from the as-
pect of budget/financial and non-budgetary/non-
financial positive effect on managerial performance 
(see Figure 1). The hypothesis is as follows: 

Figure 1 
Framework of the Research  
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H1: Goal-setting participation managers directly 
and positively affect the managerial performance. 

 
Interpersonal Trust 
Trust is the relationship to superiors as an impor-
tant part to drive an increase on openness during 
the communication among members of the organi-
zation (Hartmann & Slapnicar 2009). The focus of 
this research is on the relationship of trust between 
superiors and subordinates in which trust can be 
raised from interpersonal relationships between 
superiors and subordinates are based on the level 
of reliability, confidence, and confidence security or 
superiors, on motives and intentions relating to the 
status and career interests in a subordinate organi-
zation (Hartmann & Slapnicar 2009). 

Individuals who trust can synchronize, help 
each other, and work together - together. The trust 
behavior also can improve the quality of a decision 
and be able to improve the performance of the 
work (Lau & Sholihin 2005; Hartmann & Slapnicar 
2009). Thus, the employee who is active in partici-
pation by superiors in setting performance goals 
can increase the trust of subordinates, because they 
indirectly have control and ego involvement in the 
organization (Akbar and Irwandi 2014). Subordi-
nates feel that the boss can protect and promote the 
interests of subordinates and show sensitivity to 
the needs of subordinates (Lau & Sholihin 2005; 
Lau & Tan 2006; Chong & Ferdiansah 2011). When 
trust is subordinate to the boss, it increases and 
managerial performance increases, too. 

Empirical findings conducted by (Lau & Tan 
2006; Chong & Ferdiansh 2011) suggest that par-
ticipation in the budgeting positively affects the 
trust. Research conducted by (Sholihin et al. 2011) 
found that goal-setting participation significantly 
and positively affects interpersonal trust. Later, 
some studies by Akbar and Irwandi (2014) provide 
evidence that interpersonal trust mediates the effect 
of participation on managerial performance and 
goal setting. Therefore, this study posits that goal-
setting participation by the managers is mediated 
by interpersonal trust affecting the managerial per-
formance. The hypothesis is stated as follows: 
H2: Goal-setting participation managers affect 
managerial performance which is mediated by in-
terpersonal trust. 

 
Procedural Fairness 
Procedural Fairness can be conceptualized as an 
assessment of fair procedure, used to evaluate the 
performance of employees and communicate the 
performance feedback (Sholihin & Pike 2010). Pro-

cedural fairness associated with subordinate per-
ceptions about the whole process applied by their 
superiors to evaluate their performance, as a means 
to communicate performance and to determine the 
reward for them as a promotion or a raise (Cropan-
zano & Benson 2005). 

It is clear that procedural fairness should be 
applied fairly. This is expected to increase the 
managerial performance of the company (Lau & 
Sholihin 2005; Lau & Tan 2006; Sholihin & Pike 
2006) with a fair performance evaluation proce-
dure; the subordinates will be motivated to do a 
better job that will eventually be reflected in the 
improvement of their performance. Sholihin et al. 
(2011) found that goal-setting participation posi-
tively affects procedural fairness. A study by Lau & 
Moser (2008) found that procedural justice affects 
performance. 

Several studies have revealed that participa-
tion related to procedural fairness with regard to 
performance. This can allow that procedural fair-
ness to mediate the participation of managers in 
setting the goal that measured from the financial 
aspect and non-financial to managerial perform-
ance. Therefore, this study argues that procedural 
justice mediates the effect of goal-setting participa-
tion managers to managerial performance. Thus, 
the hypothesis proposed is the following. 
H3: procedural justice mediates the effect of goal-
setting participation managers on managerial per-
formance. 

 
3. RESEARCH METHOD 
Measurement of the Variables 
Goal-Setting Participation 
Goal-setting participation by managers consists of 2 
items of questions. The first involves such as “that 
the boss to participate in setting performance-goals 
(non-financial), the second that “I fully get involved 
in setting performance-goals (financial). The con-
structs questions using a Likert scale of 1 (one) to 7 
(seven). The value of one when it strongly disagree, 
and the value of seven when it is so much agree 
once. Goal-setting instrument of participation by 
the managers uses instruments from Locke & 
Latham (2006) and Sholihin et al. (2011). 

 
Procedural Fairness 
Procedural fairness consists of four (4) items state-
ments. First it is fair of a company in implementing 
the procedure, to evaluate the performance of em-
ployees. Secondly it is fair procedures in determin-
ing promotion company employees. These three 
companies communicate back that it is fair proce-
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dures for the performance of the company to its 
employees. Fourthly, it is fair procedures of the 
company to determine the increase in payroll em-
ployees. The constructs of the questions uses a 
Likert scale of 7 of the values, in which 1, when it is 
strongly disagree to 7, when it is strongly agree. 
Procedural fairness uses a reference of McFarlin 
and Sweeney developed by Lau & Moser (2008). 

 
Interpersonal Trust 
Interpersonal trust consists of 4 questions. First, it 
is hat “the boss took an advantage, on the basis of 
the interests of his subordinates. Both or all em-
ployees feel free to discuss an issue with superi-
ors, without fear or harm to the job position. All 
three employees feel confident and believe that 
“the boss will frankly to the information related to 
the interests of his subordinates. Fourth, employ-
ees will continue to believe the boss, when the 
boss acts in a way that can be justified, for exam-
ple, that is: when the employer makes a decision 
that seems contrary to the interests of his subordi-
nates. Item questionnaire using a Likert scale of 1 
to 7 of the value of one when it is strong disagree 
to strong agree grades seven when it is to agree 
very much. Interpersonal trust is measured using 
a reference of Read's, developed by Sholihin et al. 
(2011). 

 
Managerial Performance 
Managerial performance is the performance of the 
individual members of the organization in manage-
rial activities including planning, investigation, 
coordination, staffing, negotiation, monitoring, and 
evaluation. This variable instrument consists of 9 
questions or statements using a Likert scale of 1 to 7 
of the value of one if strongly disagree to strongly 
agree grades seven if they agree very much. The 
performance is measured using the reference man-
agerial of Mahoney developed by Hall (2004). 

 
Sample and Data Collection Procedures 
The data are primary data in the form of the per-
ception of respondents, collected by mail survey 
administered and surveyed via email with Google 
docs system. The questionnaires were sent to the 
middle and lower-level managers who are respon-
sible for marketing, production, HR (Human Re-
sources), financial and treasurers. The population 
consists of 432 on 72 companies engaged in the 
primary field, secondary sector (manufacturing), 
and the tertiary sector (services) in the province of 
Banten and West Java having been listed in the 
Indonesia Stock Exchange. 

The large companies were taken based on a 
minimum number of sample in the Structure Equa-
tion Modeling (SEM) using a ratio of 5 observations 
for each estimated parameter. After this, it uses 22 
parameters (constructs) with the minimum sample 
to be used that is a total of 110 samples (Hair et al. 
2010). The number of questionnaires distributed 
during the study is based on a purposive sampling 
to achieve the representative sample in accordance 
with the specified criteria. Then, the questionnaires 
were sent to the all companies of 360 question-
naires. The number of companies is 72 times the 
number of questionnaires that have been suited to 
the criteria based on purposive sampling that is 5 
for each company. 

The following is the results of a questionnaire 
collected by questionnaires. They were sent by the 
researchers with the total number of 360 question-
naires. Thus, the questionnaires were returned di-
rectly of 25 collected by electronic mail of 50 ques-
tionnaires and collected by postal questionnaire of 
130, and then the total questionnaire collected is 
205 questionnaires. 

The test shows that the response to one less 
complete answer, to be used in data processing 
(Sholihin et al. 2011), a total of 220 questionnaires 
were used, resulting in a response rate of as much 
as 57%. The response shows a very effective re-
sponse and high. Later, the test was conducted at 
the beginning and at the end of the respondents, 
showing that there was no problem for non-
responses bias. 

Demographic analysis of the respondents indi-
cate that the average age of the respondents is <30 
years of 32 respondents to the percentage rate of 
15%, aged 30-45 years of 105 respondents to the 
percentage rate of 51%, age> 45 years of 68 respon-
dents to rate the percentage of 33%. Then, for the 
gender of male respondents, there were 115 re-
spondents with a percentage rate of 56%, in males 
by 90 respondents with a percentage rate of 43%. 
The age and gender in this study serve as a control 
variable. 

 
Data Analysis Techniques 
Hypothesis testing is done using Structural Equa-
tion Modeling (SEM). According to Equation Mod-
eling (Hair et al. 2010) it is a multivariate analysis 
technique, to estimate a series of interdependent 
relationships in several variables by combining 
aspects of multiple regression (in examining the 
relationship of dependence) and analysis factors (ie 
representing a concept which is not measurable or 
factors with multiple variables). Software used in 
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this study is Warp Partial Least Square (PLS Warp) 
version 3.0. 

 
4. DATA ANALYSIS AND DISCUSSION 
Descriptive Statistics 
All data were collected by using questionnaires 
which were tabulated and processed for analysis 
purposes. As displayed, the data analysis of de-
scriptive statistics is to provide an overview of the 
respondents regarding the research variables, 
which shows the number of theoretical and actual 
range, average, and standard deviation, such as 
shown in Table 1. 

The respondents' response to the question of 
participation goal-setting variable has a value of 2 
to the theoretical range of 14 with the average value 
of 8. In actual range, participation has goal-setting 
variable values ranging from 2 to 14 with an aver-
age value of 8.67 and the value of 2,859. The value 
of standard deviation of the average respondent's 
answer to the question items participation with 
goal-setting variable values are above the range of 
the actual value of the theoretical range. Thus, it 
can be concluded that the participation of employ-
ees in the middle and lower-level managers in set-
ting performance goals is measured from the finan-
cial aspects and non financial aspects, in which the 
respondents of the company is quite intensively to 
do it. 

The procedural fairness has the theoretical 
value range of 4 to 28 with an average of 16. In the 
actual range of procedural fairness, it has a value 
of 12 to 26 with an average value of 20.71 and 
standard deviation values of 3,823. The average 
value of respondents' answers to the question 
items for procedural fairness with real range 
above the theoretical value of the range. For that 
reason, it can be concluded that procedural fair-
ness has a very high value to be applied by the 
respondents of company. 

Interpersonal trust has a value of theoretical 
range is between 4 and 28 with an average value of 
16. The value of the actual range is between 8 and 
27 with an average value of 18.95 and a standard 

deviation value of 4.863. The average value of the 
respondents' answers to the question items inter-
personal trust variable with a value of true range 
over the range of the theoretical value or it can be 
concluded that the trust subordinates to superiors 
is very pretty. 

Managerial performance has a value of theo-
retical range of managerial performance variables 
between 9 and 63 with an average value of 36. The 
actual value of the variable range of managerial 
performance is between 9 and 63 with an average 
of 46.98 and a standard deviation value of 8.379. 
The real value of the range above the range of the 
theoretical value or it can be concluded that in-
creasing managerial performance in the company. 

 
Validity and Reliability 
A construct can be said to be reliable if the value of 
Composite Reliability is above 0.7 (Hair et al. 2010). 

 
Reliability 
Table 2 describes the Composite Reliability of goal-
setting participation that is of 0.861, procedural 
fairness of 0.952, interpersonal trust of 0.948. The 
managerial performance is 0.952. The value of 
composite reliability is 0.7 so that all variables are 
reliable. Test the validity of uses indicators of aver-
age variance extracted (AVE), subject to be above 
0.5 and discriminant validity must be above 0.7, 
(Hair et al. 2011). 

Table 3 represents the goal-setting participa-
tion has discriminant value of 0.869 and AVE value 
of 0.755, procedural fairness variable has a value of 
discriminant validity of 0.849 and AVE value of 
0.720, interpersonal trust has a value of discrimi-
nant validity of 0.906 and AVE value of 0.822, 
managerial performance has discriminant validity 
of 0.830 and AVE value of 0.690. All variables have 
a value above 0.70 and discriminant validity vari-
ance extracted is also of 0.50. It can be concluded 
that all indicators are valid. 

 
Assessing the criteria of Goodness-Of-Fit 
There are three types of assessment of this 

Table 1 
Descriptive Statistics of Variables  

Theoretical Score Actual Score 
Variables 

Range Mean Range Mean 
Standard 
Deviation 

Goal-Setting Participation 2 s/d 14 8 2 s/d 14 8.67 2.859 
Procedural Fairness 4 s/d 28 16 12 s/d 26 20.71 3.823 
Interpersonal Trust 4 s/d 28 16 8 s/d 28 18.95 4.836 
Managerial Performance 9 s/d 63 36 9 s/d 63 46.98 8.379 

Source: Output of SPSS 21 (2014). 
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(Sholihin & Ratmono 2013). Assessing the good-
ness-of-fit criteria, in view of a model of the best 
of several different models (competing models) 
can be done as follows: (1). ARS (Average R-
Squared). The p-value for the ARS must be less 
than 0.05, which means the value of ARS is sig-
nificant. If these criteria are met then categorized 
the model is fit. 2). AVIF (Average Variance In-
flation factor). AVIF as an indicator must be 
smaller than 5. If these criteria are met then cate-
gorized the model is also fit. 3). APC (Average 
Path Coefficient). The p-value for the APC must 
be less than 0.05, which means the value of the 
APC significantly. If these criteria are met then 
categorized the model is also fit. 

The result of this assessment was done using 
WarpPLS 3.0. It shows that the criterion of good-
ness of fit model is with APC with the values such 
as (p <0.001), ARS (p <0.001) and AVIF (Good if 
<5), meaning that all models have been declared fit 

 
Hypothesis Testing and Discussion 
Table 4 shows the test results of the parameter of 
beta coefficient between goal-setting participation 
and managerial performance. It shows there is a 
positive effect of 0.48, with a p value of 0.01 is 
smaller than <0.05 is thus the first hypothesis (H1) 
can be supported. The second and third hypotheses 
are to test the effect of mediation. According to 
(Hair et al. 2010) to test the effect of mediation can 
be done by the following procedure: (1). Estimating 
the direct influence of exogenous variables with 
endogenous. (2) Estimating the indirect effect si-
multaneously between mediating variables, exoge-
nous and endogenous. 

The results of testing the effect of mediation 

are on Table 4 and Figure 2. It shows that the direct 
effect of the beta coefficient of 0.50 MP GSP → that 
is positively significant with p-value of 0.01 is be-
low 0.05. Beta coefficient of indirect effect GSP → 
MP is decreased significantly positive 0.48 with a p-
value of 0.01 is below 0.05. GSP beta coefficient of 
0.27 → IT significantly positive with p-value of 0.01 
is below 0.05. Then, the IT → MP with positive beta 
coefficient of 0.21 is significantly with p-value of 
0.01 under 0.05. 

Thus the requirements for testing the media-
tion have been met with a form of mediation par-
tially due to the direct effect of GSP → MP which 
has a positive effect significantly and the effect of 
indirect positive effect GSP → MP significantly too, 
with beta coefficient reduced, then GSP → IT and 
IT → MP is significant. 

Thus the second hypothesis (H2) is supported. 
According to (Kenny 2003) that the partial media-
tion occurs when the direct effect of independent 
variables and the dependent variable is signifi-
cantly positive and the independent variable and 
the dependent variable to be significant with the 
beta coefficient dropped after it is controlled by the 
effect of mediating variables. 

Full mediation occurs when the direct effect of 
the independent variables and the dependent vari-
able is significantly positive and then the inde-
pendent variable and the dependent variable be-
come insignificant after influenced indirectly by 
mediating variables. The test of the effect of subse-
quent mediation shows that the direct effect of the 
beta coefficient of 0.50 MP GSP → positively sig-
nificant with p-value of 0.01 is below 0.05. 

Beta coefficient of the indirect effect GSP → 
MP is decreased significantly positive 0.48 with a p-

Table 2 
Results of Reliability Test 

No. Variables Composite Reliability Criteria 

1 Goal Setting Participation  0.861 Good 
2 Procedural Fairness 0.952 Good 
3 Interpersonal Trust 0.948 Good 
4 Managerial Performance 0.952 Good 

 
Table 3 

Results of Validity Test 

No. Variables Validity Discriminant AVE Criteria 

1 Goal-Setting Participation 0.869 0.755 Valid 
2 Procedural Fairness 0.849 0.720 Valid 
3 Interpersonal Trust 0.906 0.822 Valid 
4 Managerial Performance 0.830 0.690 Valid 

Source: Output WarpPLS 3.0 (2014). 
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value of 0.01 is below 0.05. GSP beta coefficient of 
0.33 → PF significant positive with p-value of 0.01 
is below 0.05. Then, PF → MP with positive beta 
coefficient of 0.18 is significant with p-value of 0.02 
under 0.05. Thus, the requirements for testing me-
diation have been met with a form of mediation 
partially due to the direct effect of GSP → MP posi-
tively affects significantly. 

And, the effect of indirectly positive effect GSP 
→ MP is significantly with beta coefficient de-
creased. And, then GSP → MP → PF and PF is sig-
nificant. Based on the above test results, it can be 
said that the procedural fairness partially mediate 
the effect of goal-setting participation on manage-
rial performance. All in all, the second hypothesis 
(H3) is supported. 

Based on the above empirical findings, it indi-
cates that the participation of managers in setting 
performance goals is measured from the aspect of 
financial and non-financial impact on managerial 
performance. This evidence is supported by the 
goal-setting theory put forward by (Locke & 
Latham 2006) who explains that the managers who 
participate or engage in the organization can affect 
the performance goal-setting for expecting the out-

comes. This is also accepted. 
Participation aims to shape attitudes, behaviors 

of employees and managers. In other words, par-
ticipation can encourage managers to identify the 
objectives .They can also take it with a commitment 
and work in order to achieve it. Thus, at the end of 
managerial performance is achieved within the 
organization and it increases (Etemadi et al. 2009; 
Jeremias & Yigit 2013). It is supported by a study 
cone by Akbar and Irwandi (2014) who found that 
goal-setting participation affects managerial per-
formance. 

Based on the results as seen in Table 4, it can be 
said that interpersonal trust partially mediates the 
effect of goal-setting participation managers on 
managerial performance. This result is consistent 
with the study by Lau & Tan (2006), Chong & Fer-
diansah (2011) who also found that participation in 
the budgeting aspects (financial) has effect posi-
tively on trust. It is also supported by the research 
conducted by Sholihin et al. (2011) who found that 
goal-setting participation significantly and posi-
tively affect interpersonal trust. 

The findings also support the research by Ak-
bar and Irwandi (2014) who found that interper-

Table 4 
Standardized Path Coefficient and P-Values for the Structural Model 

Direct Effect Indirect effect 
Variables 

Coefficient of Beta p-value Coefficient of Beta p-value 
Inferences 

 GSP ->MP 0.50 0.01 0.48 0.01 Significant  
 GSP -> IT   0.27 0.01 Significant 
 IT -> MP   0.21 0.01 Significant 
 GSP -> PF   0.33 0.01 Significant 
 PF ->MP   0.18 0.02 Significant 

Source: Output of WarpPLS 3.0 (2014). 
Goal-Setting Participation(GSP), Managerial Performance (MP), Procedural Fairnes (PF), Interpersonal Trust (IT). 

 
Figure 2 

Model of the Overall test Results 
Full Structural Model 

 
Source: Processed data by WarpPLS.3.0. 
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sonal trust mediate the effect of goal-setting par-
ticipation on managerial performance. Statistical 
results are also shown in Table 4 showing that 
procedural fairness mediates indirectly positive 
the effect of goal-setting participation on manage-
rial performance. This is in accordance with the 
opinion by Lau & Sholihin (2005), Lau & Tan 
(2006), and Sholihin & Pike (2009) with a fair per-
formance evaluation procedure; the subordinates 
were motivated to do a better job. This eventually 
is reflected in the improved performance. This 
evidence is proved to be still consistent with 
Sholihin et al. 2011) and also by Lau & Moser 
(2008). 

The control variables are age and gender and 
the results of the control variables is not significant. 
This indicates that gender and age are already con-
trolled. According to Sholihin & Ratmono (2013) 
regardless of the effect outcome of the controlled 
variables towards the criteria, will not affect the 
results that have been hypothesized. 

 
5. CONCLUSION, IMPLICATION, SUGGES-
TION, AND LIMITATION 
In general, it can be inferred that there is a direct 
positive and significant effect between goal-setting 
participation by the managers and managerial per-
formance. It also indicates that procedural fairness 
and interpersonal trust mediate partially the indi-
rect effect of managers' goal-setting participation 
on managerial performance. 

The evidences found in this study contribute to 
the system of performance measurement strategy 
by combining financial measures and non-financial 
as parts of the management control system. These 
can help managers to find the information whether 
the employee's behavior in line with organizational 
objectives and ensuring whether the performance 
of employees in an organization the company in-
crease. 

The strategy that used by management com-
pany can be both by applying a fair procedure and 
bringing a sense of confidence in the employer. 
They must involve the behavior of employees who 
are committed to the goal in a business organiza-
tion. The employee behavior is reflected by involv-
ing employees in the process of goal setting organ-
izational performance. 

The employees’ involvement in the process of 
setting performance goals is expected to improve 
the managerial performance within an organiza-
tion. Therefore, when an individual has committed 
to a specific purpose, in this case the employees 
who participated in an organization set perform-

ance goals, they can affect their actions, and finally 
increase the performance. 

The limitation deals with the use of a ques-
tionnaire and survey method. The problem that 
may arise is the low response rate, and the bias by 
the respondents in the questionnaire because of 
being lack of control. The sample taken at the 
companies located in two provinces that have 
been listed on the Indonesia Stock Exchange. 
Thus, the results can not be generalized to compa-
nies throughout Indonesia that are listed on the 
Stock Exchange. This study didn’t include the an-
tecedent variables on the participation of manag-
ers in setting the goals that are measured in terms 
of both financial or budget or non-financial or 
non-budget. 

The suggestion is that for further research, it 
can use the sample of the companies in Indonesia 
all are listed in on the Indonesia Stock Exchange. 
Researchers can conduct research on non-profit-
making organizations or in the public sectors by 
adding antecedent variables in the goal-setting par-
ticipation, such as variables of work attitude and 
that of need for achievement. 
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