
 

International Conference of 
Organizational Innovation 2025 
Proceedings 

 

 
 
e-ISSN: 3064-6030 
FMI, Vol 2 
15-17 July 2025 

 

253 

Published by:  

 

ICOI 
2025 

The Role of Financial Management in Overcoming Budget Efficiency 
 

Burhanuddin, Ekayani Burhanuddin & Muhammad Akram 

Puangrimaggalatung University 

Email: burhanuddin_sonte@yahoo.com  

 
Abstract 
Financial management is one of the important aspects in managing an organization, both in the public and private 
sectors. In the context of the budget, financial management acts as a tool for planning, organizing, leading, and 
controlling financial resources in order to achieve organizational goals efficiently and effectively. Budget efficiency 
In the context of budget management, innovation is also the key to achieving efficiency. Organizations need to 
continue to find new ways to improve the efficiency of budget use, such as through the application of new 
technologies, the development of more efficient products and services, or collaboration with other parties. An example 
of a case that can be used as a reference is the implementation of digital solutions in budget management in the public 
sector carried out by the Surabaya City Government, which succeeded in increasing budget efficiency by 20% in one 
year.  
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1. Introduction  
Financial management is an important aspect in managing an organization, both in the public and 
private sectors. In the context of the budget, financial management acts as a tool for planning, 
organizing, leading, and controlling financial resources in order to achieve organizational goals 
efficiently and effectively. Budget efficiency is crucial, especially in the midst of uncertain 
economic conditions and the growing needs of society. According to the Central Statistics Agency 
(BPS), in 2022, Indonesia's economic growth reached 5.31%, but inflation also increased, which 
shows that budget management must be carried out more carefully and strategically (BPS, 2022). 
One of the main challenges in financial management is how to anticipate and manage risks that 
may arise in budget implementation. In this case, good financial management can help 
organizations minimize waste and increase the efficiency of budget use. Research by the Ministry 
of Finance of the Republic of Indonesia shows that the application of good financial management 
principles can reduce the budget deficit by up to 10% in a certain period (Ministry of Finance, 
2021). Thus, efficient budget management not only contributes to the financial health of the 
organization, but also to the achievement of broader social and economic goals. In this article, we 
will discuss further the role of financial management in anticipating budget efficiency. This 
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discussion will cover the theoretical basis underlying financial management practices, the methods 
used to measure budget efficiency, and an in-depth analysis of how financial management can be 
applied effectively in the context of the budget. It is hoped that this article can provide a clearer 
insight into the importance of financial management in achieving optimal budget efficiency. 
2. Literature Review  
The theoretical basis in financial management includes various concepts and principles that form 
the basis for the practice of managing financial resources. One relevant theory is Agency Theory, 
which explains the relationship between the principal (owner) and the agent (manager) in asset 
management. According to Jensen and Meckling (1976), conflicts of interest between the principal 
and the agent can lead to inefficiencies in budget use. Therefore, it is important for financial 
management to implement effective control mechanisms to minimize these risks. 
Furthermore, the Budgetary Control theory is also an important foundation in financial 
management. Budgetary Control is a planning, budgeting, and control process that aims to ensure 
that resources are used according to the established plan. According to Horngren et al. (2013), a 
good budget control system can help organizations achieve operational efficiency and improve 
financial performance. In this context, financial management plays a role in formulating a realistic 
and accountable budget, as well as conducting periodic evaluations to ensure that the budget is 
implemented properly. In addition, the Market Efficiency theory is also relevant in understanding 
financial management. This theory states that asset prices reflect all available information, so 
investment decisions must be based on in-depth analysis of market data and trends. In budget 
management, financial management needs to consider external factors that can affect budget 
performance, such as changes in government policy, global economic conditions, and market 
dynamics. Research by Fama (1970) shows that efficiency market can increase transparency and 
accountability in budget management. In order to implement these theories, financial management 
needs to have a strong understanding of the tools and techniques used in budgeting. For example, 
the use of the Zero-Based Budgeting (ZBB) method can help organizations to prepare budgets 
from scratch, so that each budget item must be justified in detail. According to PWC (2019), the 
application of ZBB can reduce operational costs by up to 25% in some cases. Thus, a strong 
theoretical foundation will support more effective financial management practices in achieving 
budget efficiency. 
3. Research Method 
In this study, the methods used to analyze the role of financial management in anticipating budget 
efficiency are qualitative and quantitative approaches. The qualitative approach will be used to 
gain an in-depth understanding of financial management practices in various organizations, 
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especially in the context of budget management. In-depth interviews with financial management 
experts and budget managers in the public and private sectors will be conducted to gain diverse 
perspectives. Meanwhile, the quantitative approach will involve collecting statistical data on 
budget performance from various organizations. This data will include information on budget 
realization, budget efficiency ratios, and other financial performance indicators. Statistical analysis 
methods, such as regression and analysis of variance, will be applied to identify the relationship 
between financial management practices and budget efficiency. The use of statistical software such 
as SPSS or R will facilitate data processing and produce valid findings. In addition, case studies 
will also be an important part of this research method. Several organizations that have successfully 
implemented effective financial management will be selected as case studies. An in-depth analysis 
of the best practices implemented by these organizations will provide valuable insights into 
strategies and approaches that can be adopted by other organizations. Thus, the results of this study 
are expected to provide concrete and applicable recommendations for more efficient budget 
management. In the data collection process, researchers will also consider external factors that can 
affect the results of the study, such as economic conditions, government policies, and technological 
developments. This is important to ensure that the analysis conducted reflects the complex reality 
of budget management. With this comprehensive approach, it is hoped that the study can produce 
findings that contribute to the development of financial management science and better budget 
management practices in the future. 

4. Finding and Discussion  
The discussion on the role of financial management in anticipating budget efficiency will begin 
with an analysis of the importance of good budget planning. Effective budget planning is a crucial 
first step in ensuring that financial resources are allocated appropriately. According to research 
conducted by McKinsey & Company (2020), organizations that have a structured and data-driven 
budget planning process can increase budget efficiency by up to 30%. This shows that financial 
management must be able to formulate a budget that is not only realistic but also responsive to 
changing situations. Furthermore, budget control is an important aspect of financial management. 
Budget control includes monitoring and evaluating budget implementation to ensure that all 
expenditures are in accordance with the established plan. In this context, the use of information 
technology can be an effective tool to improve budget control. A good management information 
system can provide real-time data on expenditures and revenues, so that management can make 
quick and accurate decisions. According to a report by Deloitte (2021), the use of technology in 
budget management can reduce the time required for the reporting process by up to 50%. In 
addition, the importance of transparency in budget management cannot be ignored. Budget 
transparency can increase accountability and public trust in the financial management of the 
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organization. Research by the International Budget Partnership (IBP) shows that countries with 
high levels of budget transparency tend to have better financial performance. Therefore, financial 
management needs to ensure that information on budgets and expenditures can be easily accessed 
by all stakeholders. In the context of budget management, innovation is also key to achieving 
efficiency. Organizations need to continually seek new ways to improve efficiency. efficiency of 
budget use, such as through the application of new technology, development of more efficient 
products and services, or collaboration with other parties. An example of a case that can be used 
as a reference is the application of digital solutions in budget management in the public sector 
carried out by the Surabaya City Government, which succeeded in increasing budget efficiency by 
20% within one year (Surabaya City Government, 2022). Finally, the importance of regular 
evaluation of budget performance cannot be ignored. This evaluation aims to identify areas that 
need improvement and to ensure that budget objectives are achieved. By conducting regular 
evaluations, financial management can anticipate potential problems and take the necessary 
corrective steps to improve budget efficiency in the future. 
5. Conclusion  
Effective financial management plays a crucial role in anticipating and improving budget 
efficiency through structured planning, strict budget control, the use of technology, transparency, 
continuous innovation, and regular performance evaluations. These elements ensure optimal 
resource allocation, responsiveness to change, and enhanced accountability, ultimately leading to 
improved financial outcomes. 
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