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Abstract 

 
This study analyzes the impact of standardized strategy interpretation processes on company performance 
and budget participation mediated by information technology for communication to drive budget 
performance. It uses 135 questionnaire data distributed to cross-functional managers in several hotel 
companies in Surabaya, East Java Province, Indonesia, using a structural equation model that produces 
findings that directly and indirectly affect company performance and budget participation. This study 
expands the literature on economic impact from the point of view of strategic performance appraisal in 
budgeting and some of the situations that affect firm performance. This research also reveals that correctly 

interpreting and implementing strategies will reduce managers' distortion in setting targets to encourage 
budget effectiveness, ultimately creating good company performance. 
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Resumen 

 
Este estudio analiza el impacto de los procesos estandarizados de interpretación de estrategias en el 
rendimiento empresarial y la participación presupuestaria, mediados por tecnologías de la información 
para la comunicación, para impulsar el rendimiento presupuestario. Se utilizan 135 datos de cuestionarios 
distribuidos a gerentes interfuncionales de varias empresas hoteleras en Surabaya, provincia de Java 

Oriental, Indonesia. Este estudio utiliza un modelo de ecuaciones estructurales que produce hallazgos que 
afectan directa e indirectamente al rendimiento empresarial y la participación presupuestaria. Este estudio 
amplía la literatura sobre el impacto económico desde la perspectiva de la evaluación del rendimiento 
estratégico en la presupuestación y algunas de las situaciones que afectan al rendimiento empresarial. Esta 
investigación también revela que la correcta interpretación e implementación de las estrategias reducirá 
la distorsión de los gerentes al establecer objetivos para fomentar la eficacia presupuestaria, lo que en 
última instancia generará un buen rendimiento empresarial. 
 

Código JEL: D83, L83, M41, O32 
Palabras clave: estrategia estandarizada; participación presupuestaria; tecnologías de la información para la 

comunicación; rendimiento empresarial 

 

Introduction 

 

The theory of the company's strategy interpretation process that is included in the company's action plan 

is to regulate operational activities and coordinate resources to realize strategy implementation (Eck et al., 

2022). The strategy interpretation process (Wang et al., 2022) is organized into five stages: first, setting 

strategic topics and objectives; second, compiling performance appraisals; third, target setting; fourth, 

Developing an action plan; Fifth, preparing a budget. Interpreting the company's strategy is critical as a 

strategic measurement of organizational performance (Franco et al., 2021). The strategic measure of the 

performance of hotel companies is a control system carried out by managers with financial and non-

financial indicators from various perspectives so that companies can change strategy into a set of 

performance indicators (Hidayah et al., 2020). The strategic performance appraisal system is measured 

using several strategic standards, such as integrating goals and operations in the long term, ensuring an 

interconnected strategic interpretation process, being able to provide targets and plans at each strategic 

level, giving performance appraisal levels, establishing a definite cause-and-effect relationship between 

goals and objectives. Performance assessment (Ghasemi et al., 2021). The strategic performance appraisal 

system, as well as the strategic interpretation process, are described in regulations at the Institution, for 

example, the Ministry of Finance of the Republic of Indonesia Number 22/PMK/02/2021 concerning the 

measurement and evaluation of budget performance on the implementation of work plans and budgets of 

state ministries/agencies. The Certified Management Accountant (CMA) explains that the strategy at the 

top level with managers planning actions must be consistent and sees the causal relationship between 

financial and non-financial assessments as an important action in strategic interpretation (Annisette, 
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2017), and has characteristics in the strategic performance appraisal system, for example, in the cause-

and-effect relationship of performance appraisal (Agostinho et al., 2019). However, no research has 

considered the process of interpreting information technology strategy and control and its impact. 

There is a need for a more in-depth study of the Standardization of the strategy interpretation 

process so that this process can determine the steps, objectives, performance appraisals, targets, actions, 

and budgets that are the foundation of the effectiveness of the hotel company's performance. Standardizing 

the strategy interpretation process provides an integrated communication pattern used as a source of 

strategic information in organizations (Englund et al., 2020). This can encourage managers to improve 

information and technology networks to improve future development and company performance through 

communication and coordination systems on strategic issues (Lee et al., 2022). The strategy interpretation 

process is part of a strategic performance management system which is expected to help organizations 

gain various views on performance and disclose cross-perspective relationships between performance 

appraisals, actions, and desired results (e.g., market schemes, customer needs, distribution of company 

assets) and synchronize the process. a more comprehensive way to improve performance (Wiredu et al., 

2021). Another finding from a theory explains that when top management looks at performance appraisals 

for the strategy interpretation process, subsequent action plans and budgets are too focused on 

performance appraisals at one point, causing the administration to ignore plans to improve several vital 

sectors of the strategy that has been prepared, which in turn causes management to ignore plans to improve 

several crucial sectors of the process that has been designed. This will ultimately jeopardize the overall 

performance of organizations in the hospitality industry (Ali et al., 2020). For this reason, the question of 

how the Standardization of the interpretation process affects the performance of companies in the hotel 

industry has not been answered. 
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Figure 1. Hotel Growth, Occupancy, and Average hotel price (2019-2021) 

 

Figure 1 shows that the number of three-star hotels in Surabaya increased from 2019 to 2020 

but dropped in 2021, whereas the number of four- and five-star hotels climbed from 2019 to 2020 but 

decreased in 2021. This is possible due to the COVID-19 pandemic in 2020 and 2021, which has reduced 

hotel growth, occupancy rates, and income for the hospitality business. The occupancy rate for the last 

three years, 2019, 2020, and 2021, fell dramatically from 2019 to 2020 and continues to fall in 2021. This 

is a possibility for 3-star, 4-star, and 5-star hotels alike. Similarly, prices and rates for all hotel types, 

including 3-star, 4-star, and 5-star, have declined from 2019 to 2021. 

The effect of standardizing the strategy interpretation process is significant to be studied by 

hotel companies in Indonesia. Companies in Indonesia, especially in the hotel sector, do not yet have a 

comprehensive performance appraisal system that describes company value growth due to many internal 

factors that influence it, such as market conditions and labor (Patil et al., 2022). For this reason, budgeting 

is essential in the strategic performance appraisal system (Reinking et al., 2020). Indonesia is pluralistic, 

so it allows management levels to influence significantly and have more power over their subordinates 

(Ferine et al., 2021). In the budgeting process in several Indonesian companies, it is considered that there 

is still very minimal involvement of assistants in participating in the process carried out. It creates a lot of 

doubts about procedural fairness in achieving the company's budget, which will impact decreasing 

performance (Genthner & Kis-Katos, 2022). With this Standardization, it is hoped that it can help 

subordinates understand the relationship between strategic policies and budgeting and be more actively 

involved in the budget, automatically increasing their perception of the fairness of budget procedures to 

increase organizational performance. 

Budgeting is a financial management tool used in all companies in Indonesia (Hariyanti et al., 

2015). In reality, the manufacturing process is not comprehensive and very chaotic (Grillos, 2017). Budget 

calculations can not necessarily be organically combined with corporate strategy and are only based on 

computing data about the process, which leads to increased confidence in the budget. Many companies in 
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Indonesia apply a single system in deciding budget policies, which causes management lines not to 

understand the concept of budgeting that has been prepared fully (Sjahrir et al., 2013). Socialization in the 

strategy interpretation process obtained from strategic formulation into budgeting does not only look at 

the relationship between strategy and budgeting. Still, it requires line management to determine 

implementation plans according to design and manage budgets according to their goals. Thus, line 

management is not only the recipient of the funding but is directly involved in the company's budgeting 

process. Previous research has also explained that budgetary participation will increase line management's 

perception of fairness (Sholihin et al., 2011). Fairness in procedural budgeting is an essential technical 

implementation to avoid falsified budgets (Witt et al., 2018).  

The increasingly fierce and complex competition will encourage the nature of services processed 

in the hospitality industry, with customer satisfaction being an essential factor in the success of the hotel 

management system (Busulwa et al., 2022). Previous research explained that the success of hotels in 

providing exemplary service to customers depends on the performance of managers or leaders; this is due 

to active participation in budgeting and the use of information technology in communicating (Nair & 

Choudhary, 2016). By providing an integrated and timely information center, information technology for 

communication will drive the effectiveness of managers' budgets to improve their performance 

(Macchione et al., 2013).  

Budget participation and company performance have long been discussed as critical issues in 

company management. This is the following reason for conducting research for a long time; for example 

(Winata & Mia, 2005) cites many studies on the impact of budget participation of hospitality companies 

that integrate information technology networks to communicate with customers. Because the hotel 

industry is oriented to the number of customers who come, the success of its management is very 

dependent on the participation of line management or managers in setting goals (Uyar & Bilgin, 2011). 

The budget is the responsibility to be managed in the company's operations. Still, our study will reveal 

that the lack of literature review influences the hotel industry's budgetary participation in company 

performance. 

This research studies the impact of standardizing the strategy interpretation process on the 

performance of hotel companies, which is expected to affect company performance directly. Furthermore, 

using information technology for managerial communication is very important to help management make 

decisions and create competitive advantages with efficiency in information processing. This study 

contributes to the consequences of strategy interpretation to provide more literature on the overall 

company performance appraisal in general and the company's strategic performance appraisal in 

particular. And proponents of the theory of information technology for communication argue that 
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developing integrated communication technology will facilitate more effective decision-making and lead 

to better organizational management. 

 

Literature review 

 

Strategy interpretation process on company performance 

 

The standard method of strategy interpretation directly encourages adjustments between managers and 

organizations to improve company performance. The theory of person-organization fit explains that the 

behavior of individuals and organizations needs to harmonize a balanced culture, values, atmosphere, 

goals, and habits (Ahmad et al., 2023). In principle, the standard strategy interpretation process aims to 

improve the suitability of the budget managers' use with their interests. In addition, setting strategic and 

performance targets is related to performance targets that are continuously evaluated to see gaps so that 

budget leakage does not occur in the future (Srivastava et al., 2024). Setting strategic goals and 

performance appraisals related to performance evaluation and compensation will motivate line 

management to build long-term relationships with the organization and foster a culture and values that 

align with the company (Zhang et al., 2024). The manager's budget must be prioritized for the 

organization's benefit; when a manager does not give priority to the organization, misunderstandings can 

cause each individual involved in the budget to affect work commitment and reduce company performance 

(Bodhi et al., 2024). Without understanding values and priorities, it will be difficult for managers to assess 

whether the priorities are being worked on and experience more pressure at work (Biloshapka & 

Osiyevskyy, 2024). The strategy interpretation process is prepared based on setting strategic objectives as 

the basis for performance appraisal, and the target-setting process is used as the basis for budgeting. 

Middle managers can develop business plans through the above goal-setting process, and subordinate 

managers can better understand the goals set by their superiors by confirming them through budgets that 

contribute to the achievement of strategic actions between superiors and subordinates (Huertas-Valdivia 

et al., 2021). This process emphasizes that the integration and alignment of organizational and 

management goals are important in strategic performance appraisal and positively impact the company 

(Koseoglu et al., 2022). The agreement of company managers on strategic goals will improve company 

performance by increasing the success rate of strategy implementation (Bartos et al., 2024; Dang & Wang, 

2022). Based on the theoretical analysis above, this paper proposes the following hypotheses: 

H1: Standardization of the strategy interpretation process positively impacts company 

performance. 
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Strategy interpretation process on budget participation 

 

(Namazi & Rezaei, 2024) illustrates that researchers should not only focus on the impact of budget 

participation but also on the implementation of the budget to be achieved. Information dysfunction, work 

dependence, and instability of the work environment significantly affect budgetary participation (Kim et 

al., 2024). In the strategy interpretation process, setting goals and targets is essential before budgeting is 

prepared (Biloshapka & Osiyevskyy, 2024). If the line management sector or subordinates participate in 

setting targets, they will understand how to adjust the performance appraisal to the company's strategy. 

Create a business plan with detailed budgeting over the long term (Roy, 2022). The company sets 

performance evaluation assessments and targets (including budgets) based on strategic objectives in 

standardizing strategy interpretation (Roy, 2022).  

With this mechanism, budget submissions by managers and operators will be hoped to increase. 

When managers at the operational level submit budgets, they will get information from managers at the 

top level to understand the strategy and strategic goals. Budget participation is an essential method for 

top-level managers to obtain information regarding the work performed by their subordinates, and it was 

concluded that the need to share this information would increase budget participation (Hye Jeong & 

KWON, 2025). For this reason, interpreting the company's strategy has been in line with the 

Standardization set. Budget participation at all levels of managers will be more priority than in other 

situations. From the results of the analysis of some of this literature, the following hypotheses are 

proposed: 

H2: Standardization of the strategy interpretation process has a positive impact on budget 

participation 

 

Information technology for communication on budget participation 

 

Some literature proves information technology administratively for communication has links and 

relationships with budget participation and company performance. The explanation is the existence of a 

computer network that can increase the speed, volume, capacity, and efficiency of data managers in 

interpersonal communication. Therefore, the communication and information patterns are very effective 

(Villanthenkodath et al., 2022; Owolabi & Yekinni, 2022). Information technology for communication 

drives company performance by providing innovation in exchanging information across functions, 

locations, and time zones (Sarfraz et al., 2022). The existence of an integrated computerized network will 

increase the production, analysis, storage, collection, retrieval, and dissemination of information and data. 

In the end, it will increase its competitive advantage and expand the network and action process of budget 
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execution (Sepehrdoust et al., 2022). With several sources of literacy, it can be explained that using 

information technology for communication can improve management systems and decision-making 

because the strategy is formed to commit company resources (Butuzova et al., 2022). Information 

technology for communication can correlate with leadership style in decision-making, such as budget 

participation which must affect performance (Panagiotopoulos et al., 2022). Improved communication 

through information technology will form effective and efficient reciprocal adjustments to support 

participatory decision-making. And also, the use of information technology for communication will 

provide data in real-time so that participatory decisions can be faster (Bocoya-Maline et al., 2024). With 

some of this literacy, we conclude that the use of information technology for communication can increase 

budget participation in company performance, as evidenced by the availability of literature that budget 

participation positively encourages performance and that participation begins with an effective 

mechanism for collecting and exchanging information to help managers better understand their work. . 

The use of information technology for communication by managers across various functions will 

encourage the exchange of information in real-time so that managers' budget participation is more 

effective and will determine the improvement of company performance. From the results of the analysis 

of some of this literature, the following hypotheses are proposed: 

H3: The interaction of Information technology for communication and Standardization of the 

strategy interpretation process has a positive impact on budget participation 

 

Budget participation in company performance 

 

Participation in budgeting is expected to improve company performance; when goals have been planned 

and agreed upon in a participatory manner, employees will internalize these goals and have personal 

responsibility for achieving them through involvement in the budget process (Mahboub & Ghanem, 2024). 

the level of participation in the budget preparation will further improve the company's performance. This 

is stated in the following hypothesis 

H4: Budget participation has a positive effect on company performance 

 

Method research design 

 

This study uses quantitative analysis tools using a questionnaire survey to obtain hypothesis testing data. 

The questionnaire was created by interviewing the company's finance director to determine the process of 

interpreting the strategy and making improvements to the questionnaire according to the interview results. 

Next, we sent questionnaires to 2 company finance directors and an accounting professor for review.  
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This study measured budget participation, strategy interpretation, information technology 

adoption, and firm performance using a 1-5 Likert scale, with 1 representing “Strongly Disagree” and 5 

representing “Strongly Agree.” Budget participation measures individual involvement in budget 

preparation, with indicators such as active contribution to budget discussions and appreciation of opinions 

in the decision-making process. Strategy interpretation measures how individuals understand and 

implement the firm’s strategy, as measured by their understanding of it and ability to relate it to their job 

responsibilities. Information technology adoption is measured by how effectively the technology is used 

to support daily tasks. In contrast, firm performance is measured by individuals’ perceptions of the firm’s 

success in achieving strategic goals, including innovation and financial efficiency. Information technology 

also serves as a mediating variable in budget participation, with indicators measuring the extent to which 

the technology supports budget collaboration and decision-making. 

 

 

Figure 2. Conceptual Framework 

 

The data in this study were taken from managers of finance and accounting, administration, 

sales, operations, F & B, and hotel maintenance with 3-5 star ratings in Surabaya, Indonesia. 

Questionnaires were distributed in 3 batches to hotel managers in the Surabaya area starting in January 

2022. Through the campus collaboration network and research institutes, researchers contacted 

respondents willing to fill out the questionnaire via Whatsapp. All respondents who have filled out and 

completed the survey scale will re-send it via WhatsApp by uploading the document we sent earlier. There 

were 135 questionnaires distributed to all managers across hospitality functions, 115 questionnaires were 
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returned, and 98 were declared valid. The total response rate of respondents reached 85.18%, and the 

effective response rate was 72.59%. From the invalid data, it is stated that some managers across hotel 

functions are not involved or have nothing to do with the budgeting and strategy interpretation process 

prepared by the company's high leadership board. 

 

Table 1 
Sample Distribution 

Cross-Function Manager Number of Valid Distributions Ratio 

Finance and Accounting 24 17.7% 
Administration 21 15.5% 
Sale 16 11.9% 
Operational 20 14.8% 
Maintenance 6 4.4% 
F & B 8 5.9% 

Total 98 72.59% 

 

Sample Selection Method In this study, samples were taken from hotel companies located in 

Surabaya. Sample selection was carried out through a purposive sampling approach, where the hotels 

involved in this study were selected based on several specific criteria. These criteria include: 

1.Geographic Location: Hotels located in strategic areas of Surabaya and its surroundings are 

considered to represent the hotel industry in this region. 

2.Company Scale: Hotels that have a medium to large scale, based on the number of rooms and 

employees, so that the data obtained is more relevant to measure the impact of budget participation and 

information technology implementation on company performance. 

3.Technology Implementation Level: Hotels that have adopted information technology to 

support communication and management processes, especially those related to participation in budget 

preparation. 

In addition, to ensure the reliability of the data obtained, the selected hotels are members of the 

hotel association in Indonesia and have a minimum of 5 years of operational experience. This study 

involved 25 hotels that met these criteria, with the aim of obtaining relevant and in-depth data on the 

implementation of standard strategies, budget participation, and the role of information technology in 

improving company performance. 

The Structural Model in this study describes the causal relationship between exogenous 

variables (budget participation and information technology implementation) and endogenous variables 

(company performance), which are mediated by the interpretation of the company's strategy. SEM 

provides an affirmative approach to analyzing the relationship between variables, where each relationship 
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is tested simultaneously in one model to evaluate how strong the influence of each variable is on the other 

variables. 

The stages of SEM analysis in this study include: 

1.Model Specification: Determining the hypothesis of the relationship between variables based 

on the underlying theory. The relationship between constructs is described in the form of a path diagram 

that describes the causal flow from the independent variable to the dependent variable, either directly or 

through mediating variables. 

2.Measurement Model: To ensure the reliability and validity of the construct, a measurement 

model evaluates the relationship between latent variables and the indicators that measure them. Each 

construct in this study is measured using several indicators relevant to the concept being studied. 

3.Model Validation: Testing is carried out to ensure that the model is a good fit with the data 

used. Various model fit indicators, such as Chi-Square, RMSEA (Root Mean Square Error of 

Approximation), CFI (Comparative Fit Index), and TLI (Tucker-Lewis Index), are used to assess whether 

this model is in accordance with empirical data. 

4.Structural Model Estimation: After the validity of the measurement model is confirmed, the 

structural model is estimated to identify the influence of exogenous variables on endogenous variables. 

This is done to test the previously formulated hypothesis regarding how budget participation and 

information technology implementation affect company performance through strategy interpretation. 

5.Interpretation of Results: The results of SEM show direct and indirect influences between 

variables. The path coefficient value measures the magnitude of the influence between variables, and 

statistical significance tests the research hypothesis. This explanation presents information on how budget 

participation, information technology implementation, and strategy interpretation can jointly improve 

company performance in the hospitality sector. 

 

Result 

 

Measurement instrument 

 

The explanatory variable is the Standardization of the strategy interpretation process that refers to the 

paper (Guenther & Heinicke, 2019) questionnaire developed (Bisbe & Malagueño, 2012). It Provides an 

understanding of the performance evaluation system, which includes strategic objectives, performance 

appraisal, target setting, and action plans. This study also adds a budget participation variable to the 

strategy interpretation process, which is prepared in five steps (Yoshikuni & Albertin, 2018), Namely 

determining strategic objectives; designing performance appraisals, setting targets for each action; 



D. Arif, et al. / Contaduría y Administración 71(2), 2026, e550 
https://doi.org/10.22201/fca.24488410e.2026.4951 

 

 

42 
 

formulating an action plan; and preparing a budget. Furthermore, information technology for 

communication consisting of intranet and internet focuses on using computer networks by managers, 

which is used for internal communication between employees. In contrast, the internet is a communication 

tool with customers, suppliers, creditors, and parties outside the organization. The instrument of using 

information technology for communication refers to the theory (Owolabi & Yekinni, 2022) That is, the 

use of email to communicate, computer networks to access information, external network internet to share, 

use of the internet to exchange information with external parties, and video conferencing. 

 

Figure 3. PLS-SEM Algorithm 

 

Measurement model 

 

Performance appraisal is divided into exploration and incentive-oriented usage (Duan et al., 2022). The 

use of exploration describes who helps organizations learn through performance feedback and find 

strategic improvement opportunities; incentive-oriented performance appraisal is used as a measure of 
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incentive provision. The strategy interpretation process will assist managers in improving internal 

information and technology networks, taking into account the future of the organization and improving 

company performance through communication on strategic issues (Wamba-Taguimdje et al., 2020). 

Therefore, companies are currently adopting a strategy interpretation process with incentive performance 

measures because this research assessed two financial indicators: earnings before tax and return on equity. 

 

Table 2 
Coefficients of Latent Variables and Square Roots of AVE 

 ITC BP SSIP FP 

Information Technology for 

Communication (ITC) 

0.6731 0 0 0 

Budget Participation (BP) 0.4223 0.6823 0 0 
Standardize the strategy 
interpretation process (SSIP) 

0.5667 0.4211 0.6889 0 

Firm Performance (FP) 0.2011 0.3195 0.1914 0.7112 

Values in bold indicate AVE 
 

Several hotel companies in Indonesia confirm their move into exploration to see business growth 

and align budgets with non-financial performance. In the budgeting process, most companies in Indonesia 

directly predict the achievement of financial statement targets based on historical and past profits and then 

prepare budget targets and strategies for the future. 

 

Table 3 

Descriptive Statistics 

Variable Mean Std. dev 
Actual range Theoret. Range 

Min Max Min Max 

Information Technology 
for Communication (ITC) 

4.11 1.05 1 5 1 5 

Budget Participation (BP) 4.72 1.24 1.22 5 1 5 

Standardize the strategy 
interpretation process 

(SSIP) 
4.81 1.32 2.13 5 1 5 

Firm Performance (FP) 4.67 1.41 1 5 1 5 

 

In addition to measuring the Standardization of the strategy interpretation process on the budget 

by managers, this study also highlights budget participation by looking at the involvement of subordinates 

in the budget formulation process and how to implement the responsibility for implementation. (Macinati 

et al., 2016). They use a 5-point Likert scale of 1 representing low participation and 5 representing high 

participation. From the measurement value, the manager's overall score for budget participation is the 

manager's average score for the five instruments. The reliability test results obtained a Cronbach alpha 

value of 0.81, which was considered fulfilled. Table 3 shows the descriptive statistical values. 
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Table 4 
Inter-correlation matrix for the variables 

Variable 1 2 3 4 

1. Firm Performance (FP) 1.00    

2. Budget Participation (BP) 0.36 1.00   
3. Standardize the strategy interpretation process (SSIP) 0.23 0.18 1.00  

 

Data sources that can be informed through demographics show that most hotel managers have 

an average age of 35 years and are dominated by women, with 65% bachelor's degrees. The most 

significant percentage of the sample is indicated by financial managers who have an academic degree in 

accounting and are certified. Table 4 shows the correlation value between variables. Budget participation, 

Standardization of the strategy interpretation process, and information technology for communication do 

not correlate with the reference value of r < 0.04, so using the regression model to test the hypothesis is 

considered appropriate. 

 

Table 5 
Goodness-of-Fit Indices for the Structural Model 

Goodness-of-Fit Index Threshold Model Value Interpretation 

Chi-Square (χ²) p > 0.05 145.32 (p = 0.001) Not a good fit (p < 
0.05) 

Root Mean Square 
Error of Approximation 
(RMSEA) 

< 0.08 0.047 Good fit (RMSEA < 
0.08) 

Comparative Fit Index 
(CFI) 

> 0.90 0.92 Acceptable fit (CFI > 
0.90) 

Tucker-Lewis Index 
(TLI) 

> 0.90 0.91 Acceptable fit (TLI > 
0.90) 

Standardized Root 
Mean Square Residual 
(SRMR) 

< 0.08 0.054 Good fit (SRMR < 
0.08) 

 

The results from the goodness-of-fit indices indicate that the structural model fits the data well. 

The RMSEA value of 0.047 is below the threshold of 0.08, indicating a good fit. The CFI and TLI values 

are above 0.90, suggesting an acceptable model fit. The SRMR is 0.054, also below the 0.08 threshold, 

reinforcing the overall good fit of the model. Although the Chi-Square value is significant (p < 0.05), 

which might suggest a poor fit, this test is sensitive to sample size and is expected to have significant Chi-

Square values in larger samples. Therefore, based on other fit indices, the model is considered acceptable. 
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Hypothesis test 

 

Hypothesis testing is carried out using the structural equation model shown in table 5 and figure 3. The 

estimated coefficient value of the standardized strategy interpretation process (SSIP) path to Firm 

Performance (FP) is 0.125, with a significant level of 1%, explaining that interpretation directly affects 

company performance. So that it meets hypothesis 1 can be accepted. Then the SSIP variable also affects 

budget participation directly with an estimated coefficient value of 0.327 so that hypothesis 2 can be 

accepted, and indirectly also affects the company's performance of 0.472 with a significance level of 1%. 

Furthermore, hypothesis 3 explains that information technology for communication affects budget 

participation by 0.246, proving that the third hypothesis can be accepted. With the certainty of the results 

between budget participation and information technology for communication as a controller, it has been 

confirmed that the standardization process of strategy interpretation can run well so that the involvement 

of cross-functional managers in the budget design and implementation can function optimally. 

 

Table 6 
Path Analysis Model 

 Estimated Coefficient Mean Value SD T 

SSIP ➔ FP (H1) 0.125*** 0.121 0.046 3.334 
SSIP ➔ BP (H2) 0.327*** 0.312 0.043 2.978 

ITC ➔ BP (H3) 0.246*** 0.245 0.031 2.856 
BP ➔ FP 0.472*** 0.471 0.053 7.674 

*** Indicate sig. At the 1% level 
 

 

Figure 4. Result for SEM 
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Discussion 

 

The test results have been carried out, and we see that the strategy interpretation process carried out by 

several hotel companies in Indonesia has an entire strategic plan in the literature sources (Maiga & Jacobs, 

2007). Explain the process of strategy interpretation is less systematic. In more detail, most companies in 

the hospitality sector do not yet have strategic performance measures integrated with the company's 

strategy and targets. For this reason, the second method proposed by (Duan et al., 2022) is Used to 

formulate and use the same performance appraisal strategically, and the results become an essential way 

for companies to implement the strategy. Another finding regarding the structure of action plans and 

budgets shows that most hotel companies use systems that are less effective in design and are not 

formulated according to the previous budget but set a budget first and then plan what is done for 

operations. So we conclude that this phenomenon occurs because of the incredible power of superiors 

who have a more remarkable ability to decide the use of the budget before listening to the plans of the 

managers under them. 

The problem is that the budget has lost its dignity in adjusting resource plans to changes in the 

company's environmental situation and cannot provide the appropriate direction in the business context; 

therefore, we, as researchers, suggest that hotel companies in Indonesia more often adjust their action 

plans to changes. A strategy that occurs at any time due to many factors and uses real-time estimates with 

information technology-based communication technology in moving and more dynamic to improve the 

company's performance strategy. 

The use of information technology for communication has been proven by the results of 

structural testing that, with the help of utilizing information in real-time, it will increase the awareness of 

all cross-functional managers about the operational environment. This will effectively make the 

Standardization of the strategy interpretation process achievable and resource management perform well. 

For example, managers using information technology for communication will be able to elaborate a vast 

network, contact, and access information about work from within and the external environment. 

Companies are required to actively participate in setting budgets accurately.  

From the results of hypothesis testing and previous explanations, it can be seen that the 

company's performance is influenced by several variables, including the Standardize Strategy 

Interpretation process (SSIP), Budget Participation (BP), and Information Technology for 

Communication (ITC), this can be explained by;  (1) A Greater Focus on Standardization In other words, 

if the Standardize process goes according to plan, the Strategy Interpretation process will benefit the 

organization's performance. If the Strategy Interpretation process goes up by one unit, the business's 

overall performance will increase by 0.125 units. (2) Raising the Level of Standardization According to 
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the findings of the tests conducted, the process of Strategy Interpretation will have a favorable effect on 

budget participation. This is based on the Standardize. After a rise of 0.327 units in employee engagement 

in budgeting, the Strategy Interpretation process will go up by a total of 0.327 units. This will be followed 

by an increase of 1 team in the Strategy Interpretation process. (3) The use of information technology for 

communication can operate as a moderating variable in the link between the Standardize the Strategy 

Interpretation process and the Budget Participation. Standardizing the Strategy Interpretation process's 

relationship with Information Technology for Communication's influence on budget participation is 

estimated to have a magnitude of 0.246 units concerning budget participation. This indicates that the 

Standardize the Strategy Interpretation process can be sped up with the help of Information Technology 

for Communication's ability to expedite its influence on budget participation. (4) The results of the 

hypothesis testing indicate that a high level of participation in budgeting by employees is related to an 

increase in the level of performance achieved by the company. This finding can be interpreted as follows: 

if budget participation increases or increases by one unit, the company's performance will increase by 

0.472. 

This study also shows that budget participation, standardized strategy interpretation, and the 

application of information technology significantly impact company performance in the hotel industry. 

This is important because it provides a deeper understanding of how employee involvement in the 

budgeting process can improve the company's operational effectiveness. Budget participation allows 

employees at various levels to contribute to the decision-making process, which can increase their 

commitment to achieving company targets. 

In the hotel industry, which relies heavily on service quality and operational efficiency, staff 

involvement through budget participation provides a direct view of individuals involved in the hotel's day-

to-day activities. This helps management make more realistic and implementable budget decisions, which 

in turn contributes to improving overall company performance. 

This study contributes to the literature on hospitality and business management by highlighting 

the vital role of transparent and standardized strategy interpretation. When a company has a well-defined 

and consistently implemented strategy, it facilitates the process of participation in budgeting. It allows for 

more efficient use of information technology for interdepartmental communication. In the hospitality 

industry, where market dynamics and consumer demands can change rapidly, a solid strategy and good 

participation enable companies to be more adaptive and responsive to these changes. 

Furthermore, the findings also confirm that information technology plays a catalyst role in 

accelerating the decision-making process and increasing the accuracy of information needed for budget 

execution. Effective use of information technology can reduce communication errors and ensure that all 

stakeholders quickly and accurately access strategic information. 
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In practice, the results of this study indicate that hotel companies need to pay more attention to 

the implementation of information technology that supports communication and budget management. In 

addition, involving staff in the budgeting process not only increases their commitment to company targets 

but also allows for better and more accurate budget decisions. 

The relationship between budget participation, strategy interpretation, and information 

technology provides a guide for hotel companies to create a collaborative working environment where all 

parties are involved in the financial and operational planning process. Consistent implementation of this 

strategy can improve operational efficiency and service quality, which will ultimately have a positive 

impact on customer satisfaction and company profitability. 

 

Conclusions 

 

This study uses five instruments to examine the differences in the interpretation of strategies and their 

impact on budget participation and company performance, supported by the role of information 

technology in communication. The empirical results demonstrate that the five components of the strategy 

interpretation process strategic objectives, performance appraisals, targets, action plans, and budgeting 

consistently influence company performance when structured according to a standardized framework. 

Furthermore, budget participation mediated by information technology for communication 

significantly enhances the effectiveness of strategic and operational alignment across organizational 

levels. The integration of IT enables real-time information sharing and collaborative decision-making, 

which facilitates more effective budget participation and ultimately improves firm performance. This 

finding aligns with (Pulkkinen et al., 2024), who emphasize the critical role of IT capabilities in 

strengthening participatory budgeting and enhancing organizational outcomes. 

Compared to previous studies that primarily focused on budget participation or IT adoption in 

isolation (Li et al., 2025), this research contributes a more comprehensive understanding by highlighting 

the synergistic effects of standardized strategy interpretation, participatory budgeting, and IT-enabled 

communication on performance. Additionally, this study provides new empirical insights from the 

hospitality industry in an emerging economy context (Indonesia), which has been underrepresented in 

prior research (Bocoya-Maline et al., 2024). 

These findings suggest that managers should prioritize the integration of strategic planning 

processes with participatory budgeting practices, supported by advanced information systems, to achieve 

superior organizational performance. Future research could further explore the dynamic interactions 

between these elements across different industries and cultural settings. 
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