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Abstract 
Innovation performance has emerged as a key driver of organizational competitiveness in a 
dynamic and uncertain environment. Although previous research has extensively examined 
budget participation as a control mechanism, attention to the cognitive and behavioral 
mechanisms underlying its effects on innovation performance remains relatively limited. 
Based on Social Cognitive Theory, this study develops a conceptual framework that explains 
how budgetary participation affects innovation performance through a series of mediation 
mechanisms rooted in individual cognition and behavior. The framework integrates key 
personal antecedents, such as self-efficacy and locus of control, with environmental 
antecedents, including task uncertainty and information technology for enhanced 
communication, to explain their impact on participatory budgeting practices and subsequent 
innovation outcomes. By emphasizing the reciprocal interactions among personal factors, 
environmental conditions, and behavioral processes, this article enriches the literature by 
repositioning budgetary participation as a socially embedded and cognitively driven process 
rather than merely a procedural practice. The proposed conceptual framework makes a 
theoretical contribution to management accounting research and innovation and serves as a 
foundation for future empirical research examining budgeting systems that drive innovation. 
Keywords: Budgetary Participation, Innovation Performance, Social Cognitive Theory, 
Conceptual Framework 
 
Introduction 
In recent decades, innovation performance has become a central issue in management and 
organizational discourse, particularly amid an increasingly dynamic, uncertain, and complex 
business environment. The development of digital technology, business model disruptions, 
globalization pressures, and changing market preferences have encouraged organizations to 
rely less on efficiency-based competitive advantages and more on the ability to innovate 
sustainably (Cillo & Verona, 2022). In this context, innovation is not only the development of 
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new products but also encompasses process, managerial, and organizational innovation that 
enable companies to adapt and survive in conditions of uncertainty (Crossan & Apaydin, 2010; 
Guerrero et al., 2023). 
 
Contemporary literature shows that innovation performance is increasingly influenced by 
internal organizational factors, specifically the systems, practices, and mechanisms that shape 
individual and group behavior (Ritala et al., 2021). One internal mechanism that continues to 
play an important role is the management control system. Although often perceived as tools 
oriented towards stability and control, management control systems also have strategic 
potential to encourage learning, adaptability, and innovation when designed and used 
appropriately (Bedford, 2020). 
 
Budgeting is one of the most fundamental elements in a management control system. 
Traditionally, budgeting has been positioned as a planning and control tool for setting 
performance targets, allocating resources, and evaluating organizational performance 
(Merchant & Van der Stede, 2007). However, in an increasingly unstable business 
environment, traditional top-down, rigid, and short-term budgeting approaches are 
increasingly being questioned for their relevance (Strauss & Zecher, 2013). A significant 
criticism of conventional budgeting is its tendency to limit flexibility, inhibit learning, and 
suppress innovative behaviors due to excessive focus on meeting numerical targets (Kruis et 
al., 2016). 
 
In response to these limitations, academic and practical attention began to shift toward a 
more participatory approach to budgeting. Budget participation refers to the level of 
involvement of individuals, particularly managers and employees, in the budget preparation 
and setting process (Brownell, 1981). This approach is believed to improve the quality of 
information, strengthen commitment to goals, and foster a sense of ownership of 
organizational decisions (Shields & Shields, 1998). Classical and contemporary research shows 
that budget participation is associated with a range of positive outcomes, including job 
satisfaction, role clarity, managerial performance, and organizational commitment (Derfuss, 
2016). 
 
Although the behavioral benefits of budget participation have been widely studied, their 
implications for innovation performance remain unclear. On the one hand, budget 
participation has the potential to create spaces for dialogue, exchange of ideas, and cross-
functional learning that supports innovation (Chenhall et al., 2013). On the other hand, 
although the budgeting process is participatory, it can still reinforce target pressure, risk 
aversion, and short-term orientation, thereby inhibiting experimental behavior (Amabile, 
1988; Abernethy & Brownell, 1999). This tension between control functions and innovation 
drives makes the relationship between budget participation and innovation performance 
complex and nonlinear. 
 
The latest empirical literature reflects this ambiguity. Several studies show that participatory 
budgeting contributes positively to innovation when combined with an organizational climate 
that supports empowering learning and leadership (Liu et al., 2010). However, other studies 
have found that without adequate contextual support, budget participation tends to be 
symbolic and does not produce a significant impact on innovation (Derfuss, 2016). These 
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conflicting findings indicate that budget participation is not a direct determinant of innovation 
performance, but instead works through specific mechanisms that need to be explained 
theoretically. One of the main limitations in previous research is the dominance of structural 
and procedural approaches in explaining the influence of budgeting on performance. Many 
studies have focused on the design of systems and forms of participation while ignoring the 
individual cognitive processes and behaviors involved (Covaleski et al., 2006). In fact, 
innovation results from specific cognitive processes, such as perception, belief, motivation, 
and learning, which are then manifested in certain work behaviors. The microfoundations-
based approach in management accounting research further emphasizes the importance of 
understanding how control systems affect individuals at the cognitive and behavioral levels 
(Naranjo-Gil, 2009). However, efforts to integrate personal, environmental, and behavioral 
factors into a coherent conceptual framework are still relatively limited, particularly in the 
context of budget participation and innovation. As a result, the current literature does not 
provide an adequate explanation of the mechanisms that mediate between participatory 
budgeting practices and innovation performance. 
 
Social Cognitive Theory (Bandura, 1986, 1999) emphasizes the principle of reciprocal 
determinism, which holds that the mutual interaction between personal factors and 
environmental conditions shapes individual behavior. In an organizational context, personal 
factors such as self-efficacy and locus of control influence an individual's confidence in their 
ability to control work outcomes and actively participate in managerial practices. Meanwhile, 
environmental conditions such as task uncertainty and the use of information technology for 
enhanced communication provide a context in which these beliefs manifest in work behavior. 
Thus, through the lens of Social Cognitive Theory, the influence of participatory budgeting 
practices on performance can be understood as the result of the interaction between 
personal beliefs and environmental conditions that facilitate or limit individual behavior 
(Schunk & DiBenedetto, 2020). 
 
The application of Social Cognitive Theory in innovation studies shows that individuals with 
high levels of self-efficacy and adequate environmental support tend to be more proactive, 
creative, and willing to take risks (Škerlavaj et al., 2023). In the context of budgeting, 
participation can serve as an environmental stimulus that influences outcome expectations, 
self-regulation, and individual learning orientation. Thus, participatory budgeting plays a role 
not only as a structural mechanism but also as a social process that shapes innovative 
cognition and behavior. Although the relevance of Social Cognitive Theory is increasingly 
recognized in the organizational literature, its application in management accounting 
research, particularly in studies linking budget participation and innovation performance, 
remains partial and fragmented (Harris & Durden, 2012). Most research still focuses on linear 
relationships between variables, thereby failing to fully capture the reciprocal interactions 
and mediation mechanisms emphasized in social cognitive approaches. This condition creates 
a significant theoretical gap in the literature. 
 
Based on this description, there is an urgent need to develop a conceptual framework that 
explains how budget participation affects innovation performance through integrated 
cognitive and behavioral mechanisms, while accounting for the simultaneous roles of 
personal and environmental factors. This article responds to this need by proposing a 
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conceptual framework grounded in Social Cognitive Theory that positions budget 
participation as a cognitively driven, socially embedded process. 
 
Specifically, this article aims to: (1) synthesize the literature on participatory budgeting, 
innovation, and Social Cognitive Theory; (2) identify relevant personal and environmental 
antecedents in the context of participatory budgeting; and (3) explain the cognitive and 
behavioral mediation mechanisms that link budget participation to innovation performance. 
Thus, this article makes a theoretical contribution by broadening the understanding of the 
role of management control systems in driving innovation, while providing a conceptual basis 
for future empirical research. 
 
In addition to the theoretical contributions, the proposed conceptual framework also has 
important practical implications. For practitioners, understanding the cognitive and 
behavioral mechanisms underlying participatory budgeting can help in designing budgeting 
systems that are not only effective as a control tool but also capable of supporting creativity, 
learning, and innovation. Thus, this article seeks to bridge the gap between the demands of 
control and the need for innovation in contemporary organizations. 
 
Literature Review and Theoretical Foundation 
Budgetary Participation and Innovation Performance 
The relationship between budgetary participation and innovation performance has long been 
a concern in the accounting literature, management, and organizational behavior. Budget 
participation is generally seen as a mechanism that allows individuals to be involved in the 
process of setting targets and allocating resources, thereby improving the quality of 
information, commitment to goals, and acceptance of the management control system 
(Shields & Shields, 1998). In the context of innovation, budget participation is assumed to 
create space for the exchange of ideas, organizational learning, and the exploration of 
alternatives necessary to achieve sustainable innovation performance (Chenhall & Moers, 
2015). 
 
Several studies show that budgetary participation can positively impact various forms of 
innovation performance, including individual creativity, new product development, and work 
process improvement. Through involvement in budgeting, individuals can convey specific 
operational information, propose new ideas, and develop a sense of belonging to the 
organization's goals, which ultimately supports innovative behaviors (Bedford, Bisbe, & 
Sweeney, 2019). Recent studies also confirm that participatory control systems are better 
aligned with the needs of organizations operating in dynamic, innovation-oriented 
environments (Strauss & Zecher, 2013). 
 
However, empirical findings on the relationship between budget participation and innovation 
performance remain mixed. Some studies report insignificant or even negative relationships, 
especially when budgeting systems are rigidly designed to emphasize adherence to short-
term financial targets and limit decision-making flexibility (Bedford, 2020). Under these 
conditions, budget participation can reinforce defensive behaviors and risk aversion, 
hindering the exploration of new ideas and experimental learning that are essential to 
innovation. 
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The inconsistency of these findings indicates the limitations of the research approach that 
views budgetary participation as a purely structural or procedural practice. Many previous 
studies have tended to examine the direct relationship between budget participation and 
performance without delving into the internal mechanisms that explain how such 
participation translates into innovative behaviors (Shields & Shields, 1998; Otley, 2016). As a 
result, understanding the cognitive processes and individual behaviors that bridge the 
relationship between budget participation and innovation performance remains relatively 
limited. In addition, the organizational context also plays an essential role in shaping the 
effectiveness of budget participation. Factors such as task uncertainty, job complexity, and 
information technology support influence how individuals interpret participation, whether as 
an opportunity to contribute creatively or simply as an additional administrative demand 
(Chenhall & Moers, 2015; Appelbaum et al., 2020). Recent research also emphasizes that 
digitalization and communication technologies strengthen the role of participation in 
fostering knowledge exchange and cross-functional collaboration that is relevant to 
innovation (Quattrone, 2016; Moll & Yigitbasioglu, 2019). 
 
Based on the synthesis of the literature, it is increasingly clear that the relationship between 
budgetary participation and innovation performance is conditional and depends on the 
cognitive mechanisms and the accompanying environmental context. Recent literature 
encourages the need for a more integrative theoretical approach to explain the interactions 
between personal factors, environmental conditions, and participatory behavior in budgeting 
systems. Therefore, this conceptual research proposes a framework based on Social Cognitive 
Theory to explain how budget participation functions as a social and cognitive process that 
shapes innovation performance outcomes, going beyond the linear, procedural views that 
have dominated previous research. 
 
Theoretical Foundation: Social Cognitive Theory 
This research is based on the Social Cognitive Theory (SCT) developed by Bandura (1986, 
1999) as the main theoretical framework to explain the relationship between budgetary 
participation and innovation performance. SCT offers a comprehensive perspective on 
individual behavior in an organization by emphasizing that human actions are not solely 
determined by formal structures or incentives, but by dynamic interactions among personal 
factors, environmental conditions, and behavior itself. 
 
The main principle in SCT is reciprocal determinism, which holds that individual behavior 
results from mutual interaction among personal cognition, the external environment, and 
actions (Bandura, 1986). In contrast to traditional deterministic approaches, SCT views the 
individual as an active agent capable of reflecting, organizing, and influencing their 
environment. In the context of the organization, this principle emphasizes that the 
individual's response to the managerial system, including budgeting, is not passive but is 
influenced by self-confidence, a control orientation, and perceptions of working conditions. 
SCT also emphasizes the role of cognitive processes, such as goal formation, self-evaluation, 
and social learning, in shaping work behavior. These processes become crucial when 
individuals face complex, unstructured performance demands, such as innovation activities 
that require exploration, creativity, and tolerance for uncertainty (Bandura, 1999; Schunk & 
DiBenedetto, 2020). 
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In SCT, personal factors refer to an individual's internal beliefs and orientations that shape 
how they interpret situations and take action. Two personal factors that are highly relevant 
to this study are self-efficacy and locus of control. Self-efficacy reflects an individual's 
confidence in their ability to perform the actions necessary to achieve a particular outcome 
(Bandura, 1999). Individuals with high levels of self-efficacy tend to be more confident in 
facing challenges, more persistent in completing tasks, and more open to experimental and 
innovative activities. 
 
Meanwhile, the locus of control describes the extent to which individuals believe that the 
outcomes of their work are determined by personal effort and decisions (internal locus of 
control) or by external factors beyond their control (Rotter, 1966). Within the SCT framework, 
locus of control shapes outcome expectations and individuals' motivation to engage in 
organizational processes actively. Recent research shows that individuals with an internal 
locus of control are more likely to use participatory opportunities to influence work outcomes 
and enhance innovative performance (Ng et al., 2006; Newman et al., 2021). 
 
In addition to personal factors, SCT considers environmental conditions key factors that shape 
individual behavior. The organizational environment provides not only structural constraints 
but also social and cognitive signals that influence how individuals interpret their roles and 
responsibilities. In this study, environmental conditions are focused on task uncertainty and 
information technology for enhanced communication. 
 
Task uncertainty refers to the level of uncertainty about the objectives, methods, and results 
of the work. In situations with high task uncertainty, individuals need flexibility, information 
exchange, and greater discretion to work effectively. SCT views this uncertainty as a context 
that can reinforce the role of personal factors, in which self-confidence and a control 
orientation become increasingly decisive in shaping work behavior (Chenhall, 2003; Bedford, 
2020). On the other hand, advances in information technology have changed the way 
individuals interact and collaborate within organizations. Information technology for 
enhanced communication provides an infrastructure that facilitates information exchange, 
social learning, and cross-functional coordination. From the perspective of SCT, 
communication technology not only functions as a tool but also as an environmental element 
that shapes learning opportunities, social observation, and behavior reinforcement (Leonardi, 
2014; Appelbaum et al., 2020). 
 
Development of Conceptual Framework 
Based on Social Cognitive Theory (Bandura, 1986, 1997), this section develops a conceptual 
framework that explains how budgetary participation affects innovation performance 
through the interaction between personal factors, environmental conditions, and cognitive-
structural mediation mechanisms. This framework positions budget participation not as a 
purely procedural practice but as a social and cognitive process that shapes individuals' 
innovative behavior within the organization. 
 
Personal Factors and Budgetary Participation 
Within the framework of Social Cognitive Theory, personal factors play an essential role in 
shaping how individuals interpret and respond to managerial practices. Self-efficacy reflects 
an individual's belief in their ability to perform tasks and influence the outcome of work 
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(Bandura, 1999). Individuals with high self-efficacy tend to be more confident in 
communicating ideas, engaging in budget discussions, and facing the risks inherent in 
innovative activities. Budget participation provides individuals with space to express their 
competencies, thereby strengthening cognitive and behavioral involvement in the budgeting 
process (Saputra & Lizam, 2025). 
 
In addition, locus of control affects the extent to which individuals view the outcomes of their 
work as resulting from personal actions or external factors (Rotter, 1966). Individuals with an 
internal locus of control are more likely to use budget participation to influence organizational 
decisions and outcomes. In this context, budget participation serves as a mechanism aligned 
with the orientation of internal control and strengthens the role of the individual as an active 
agent in the decision-making process (Ng et al., 2006; Newman et al., 2021). 
Proposition 1a (P1a): Self-efficacy is positively associated with budgetary participation 
Proposition 1b (P2b): An internal locus enhances individuals’ engagement in budgetary 
participation 
 
Environmental Factors and Budgetary Participation 
In addition to personal factors, Social Cognitive Theory emphasizes the importance of 
environmental conditions in shaping individual behavior. Task uncertainty refers to the 
degree of uncertainty surrounding the objectives, procedures, and results of the work. In 
conditions of high task uncertainty, individuals need richer information and greater discretion 
to perform their roles effectively. Budget participation provides a formal mechanism for 
exchanging information and clarifying expectations, thereby becoming increasingly relevant 
in the context of uncertain tasks (Chenhall, 2003; Bedford, 2020). 
 
On the other hand, information technology (IT) for enhanced communication functions as an 
environmental element that facilitates interaction, collaboration, and social learning. 
Effective communication technologies improve the quality of budget participation by 
enabling cross-functional information exchange and increasing transparency in the budgeting 
process. From the perspective of SCT, these technologies expand opportunities for social 
observation and behavioral reinforcement, thereby improving individual engagement in 
participatory practices (Leonardi, 2014; Appelbaum et al., 2020). 
Proposition 2a (P2a): Task uncertainty positively affects budgetary participation 
Proposition 2b (P2b): IT for enhanced communication positively affects budgetary 
participation by fostering a supportive decision-making environment 
 
Direct Effect of Budgetary Participation on Innovation Performance 
In the context of innovation-oriented organizations, budgetary participation not only 
functions as a planning and control mechanism but also as a means of learning and knowledge 
exchange. Individual involvement in the budgeting process enables the integration of local 
information and new ideas into organizational goals, thereby supporting innovative behavior. 
From the perspective of Social Cognitive Theory, budget participation strengthens self-
regulation and social learning, which are relevant to achieving innovation performance 
(Bandura, 1999; Chenhall & Moers, 2015). 
 
Previous research has shown that participatory control systems are better suited to dynamic, 
uncertain environments, where innovation is a source of competitive advantage. Under these 
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conditions, budget participation has the potential to increase innovation performance, either 
directly or through the accompanying cognitive and structural mechanisms (Bedford et al., 
2019; Englund et al., 2020). 
Proposition 3 (P3): Budgetary participation is positively associated with innovation 
performance. 
 
Budgetary Participation and Mediating Mechanism on Innovation Performance 
The influence of budgetary participation on innovation performance does not operate 
directly; instead, it works through a series of internal mechanisms that shape how individuals 
interpret goals and direct their behavior within the organization. Based on Social Cognitive 
Theory, this study proposes cognitive mechanisms and behavioral mechanisms as the two 
main mediation pathways that explain how budget participation translates into innovation 
performance. 
 
Cognitive mechanisms are the mental processes by which individuals understand, evaluate, 
and internalize organizational goals and expectations. Participation in the budgeting process 
allows individuals to be actively involved in goal setting, thereby improving understanding of 
work goals, perception of control, and self-regulation. From the perspective of Social 
Cognitive Theory, such engagement reinforces an individual's belief in their ability to 
influence work outcomes and align personal goals with organizational goals. These cognitive 
processes encourage deeper mental engagement, reflective problem-solving, and long-term 
orientation that support innovative activities (Bandura, 1999; Locke & Latham, 2002; Schunk 
& DiBenedetto, 2020). 
 
Proposition 4a (P4a): Budgetary participation is associated with cognitive mechanisms that 
support innovation-oriented behavior. 
Proposition 4b (P4b): The relationship between budgetary participation and innovation 
performance is mediated by cognitive mechanisms 
Meanwhile, behavioral mechanisms reflect individual patterns of action and response that 
arise from job role clarity and expectations. Participatory budgeting provides a framework for 
clarifying priorities, responsibilities, and relationships between budget targets and 
operational activities. This clarity reduces behavioral uncertainty and encourages individuals 
to act proactively, share information, and take initiatives relevant to innovation. Within the 
framework of Social Cognitive Theory, this behavioral mechanism is a manifestation of self-
regulation shaped by the interaction between personal cognition and the work environment 
(Bandura, 1986; Hartmann & Maas, 2011). 
Proposition 5a (P5a): Budgetary participation is associated with behavioral mechanisms that 
facilitate innovation-related actions. 
 
Proposition 5b (P5b): The relationship between budgetary participation and innovation 
performance is mediated by behavioral mechanisms 
Thus, budgetary participation not only contributes directly to innovation performance but 
also operates through complementary cognitive and behavioral mechanisms. This approach 
asserts that innovation performance results from the interaction between individual cognitive 
processing and behavioral patterns shaped by managerial practices and organizational 
contexts (Englund et al., 2020). 
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Summary of the Proposed Conceptual Framework 
Overall, the proposed conceptual framework explains that budgetary participation functions 
as a central behavioral mechanism that connects personal factors, namely self-efficacy and 
locus of control, as well as environmental conditions, namely task uncertainty and 
information technology for enhanced communication, with innovation performance. Within 
this framework, budget participation is understood not simply as a procedural practice but as 
a social and cognitive process that shapes how individuals interpret goals, direct behavior, 
and interact within organizations. 
 
The influence of budgetary participation on innovation performance is explained through two 
main mediating pathways: cognitive mechanisms and behavioral mechanisms. Cognitive 
mechanisms represent an individual's internal processes of goal internalization, self-
regulation, and evaluation of alternative actions. In contrast, behavioral mechanisms reflect 
patterns of action that arise from the clarity of role expectations, work structures, and social 
interactions facilitated by participatory budgeting practices. These two mechanisms reflect 
the principle of reciprocal determinism in Social Cognitive Theory, in which personal factors, 
environmental conditions, and behaviors dynamically influence one another. 
 
By integrating personal factors, environmental conditions, and cognitive and behavioral 
mechanisms into a cohesive framework, this study offers a more comprehensive 
understanding of how and why budgetary participation can drive innovation performance in 
modern organizations. The proposed conceptual framework not only expands the 
participatory budgeting literature but also affirms the relevance of Social Cognitive Theory in 
explaining the role of management control systems in supporting innovation. 
 

Figure 1. Proposed Conceptual Framework Based on Social Cognitive Theory 
 
Discussion 
Integrative Explanation of the Proposed Conceptual Framework 
This section interprets the proposed conceptual framework by emphasizing the dynamic 
interactions among personal factors, environmental conditions, and mediating mechanisms 
that shape the relationship between budgetary participation and innovation performance. 
Based on Social Cognitive Theory (SCT), this framework positions budget participation as a 
social and cognitive process that functions as a link between individual beliefs (self-efficacy 
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and locus of control), work context (task uncertainty and IT for enhanced communication), 
and organizational innovative outputs. 
 
Integratively, this framework shows that budgetary participation is not only a response to the 
design of the control system, but also the result of the individual's cognitive readiness and 
the accompanying environmental conditions. Individuals with high self-efficacy and an 
internal locus of control are more likely to use participatory spaces to convey ideas and 
influence decisions, particularly in uncertain environments and when supported by adequate 
communication technologies. Budget participation then triggers cognitive mechanisms, such 
as goal internalization and self-regulation, as well as behavioral mechanisms, such as role 
clarity, proactive behavior, and information exchange. These two mechanisms serve as the 
primary pathway that translates budget participation into innovation performance. 
 
This approach asserts that innovation performance results from a gradual process of cognitive 
processing and behavioral adjustments, rather than from budgeting practices alone. Thus, 
this framework offers a more holistic explanation of how management control practices can 
support innovation in complex and dynamic organizations (Bedford et al., 2019; Englund, 
Gerdin, & Burns, 2020). 
 
The Role of Social Cognitive Theory in Explaining Budgeting and Innovation Dynamics 
The SCT plays a central role in explaining the dynamics of budgeting and innovation proposed 
in this framework. The principle of reciprocal determinism holds that participatory behavior 
in budgeting is shaped not only by formal structures but also by the reciprocal interactions 
among individual beliefs, the work environment, and actions. In this context, budgetary 
participation functions as a social arena where learning, observation, and self-regulation 
occur simultaneously (Bandura, 1986, 1999). 
 
Thus, the application of Social Cognitive Theory not only enriches the participatory budgeting 
literature but also bridges management accounting and innovation research through 
behavioral and cognitive lenses. This approach confirms that management control systems 
can function as an enabler of innovation when designed and implemented, taking into 
account the cognitive and social dynamics of individuals in the organization. 
 
Implication 
Theoretical Implication 
This research makes several significant theoretical contributions to the management and 
innovation accounting literature. First, this article broadens the understanding of budgetary 
participation by positioning it as a social-cognitive process rather than merely a procedural 
mechanism of control. By integrating Social Cognitive Theory, this study confirms that the 
effectiveness of participatory budgeting is highly dependent on the interaction between 
personal factors, environmental conditions, and the cognitive and behavioral mechanisms 
that accompany them. 
 
Second, the introduction of cognitive and behavioral mechanisms as mediators offers a more 
flexible conceptual approach than using a single specific construct. This approach opens up 
space for further research to explore the various forms of internal processes and behaviors 
that bridge the management control system and innovation performance. Thus, this 
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framework strengthens the research agenda based on microfoundations in management 
accounting. 
 
Third, by including task uncertainty and IT for enhanced communication as environmental 
conditions, this study expands the classic contingency model with more explicit cognitive and 
social dimensions. This helps explain why the same budgeting practices can yield different 
innovation outcomes across organizational contexts. 
 
Practical Implication 
From a practical point of view, the conceptual findings in this article imply that organizations 
need to design participatory budgeting systems that focus not only on formal engagement 
but also on the quality of the cognitive processes and behaviors that result. Managers are 
encouraged to foster an environment that reinforces self-efficacy and an internal locus of 
control, particularly in contexts of high task uncertainty. 
 
In addition, investments in information technology that support two-way communication are 
crucial to ensuring that budget participation truly facilitates the exchange of ideas, goal 
clarification, and shared learning. By paying attention to cognitive and behavioral 
mechanisms, organizations can leverage participatory budgeting as a strategic tool to drive 
innovation, rather than simply as a control instrument. 
 
Future Research Direction 
As a conceptual article, this research opens up several opportunities for future empirical 
research. First, the following study can test the proposed framework using a quantitative 
design or a mixed-methods approach to validate the mediating roles of cognitive and 
behavioral mechanisms in the relationship between budgetary participation and innovation 
performance. 
 
Second, future research may explore specific forms of cognitive and behavioral mechanisms, 
such as adaptive learning, sensemaking, or proactive behavior, to enrich micro-
understandings of the budgeting process. A longitudinal approach is also recommended to 
capture the dynamics of cognitive and behavioral changes over time. 
Third, the organizational and national cultural contexts can be interesting moderation 
variables to test, given that budgeting practices and the interpretation of participation can 
differ significantly across cultures and industries. Cross-border or cross-sectoral research will 
enhance the generalization and external relevance of this framework. 
 
Conclusion 
This article contributes to the development of theories in accounting, management, and 
innovation by proposing a conceptual framework that systematically integrates budgetary 
participation and innovation performance through the lens of Social Cognitive Theory. Unlike 
the traditional approach, which views budget participation as a structural mechanism or a 
technocratic control instrument, this study confirms that budget participation is a social-
cognitive process embedded in the dynamic interaction between individuals and their 
organizational context. 
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The first theoretical contribution lies in reconceptualizing the role of budgetary participation. 
This article positions budget participation not as an independent variable that operates 
directly, but as a behavioral arena in which personal beliefs (self-efficacy and locus of control), 
environmental conditions (task uncertainty and IT for enhanced communication), and 
managerial practices interact. Thus, this study expands the understanding of classical 
contingency by including cognitive and social dimensions that have been underexplored in 
budgeting research. 
 
Second, this study contributes to the literature on microfoundations by identifying cognitive 
mechanisms and behavioral mechanisms as the main theoretical pathways that bridge budget 
participation and innovation performance. Instead of relying on narrow, context-specific 
mediation constructs, these frameworks offer a more abstract and generative set of 
mechanisms that can be adapted and tested across organizational, industry, and cultural 
contexts. This approach helps explain the heterogeneity of previous empirical findings. It 
encourages a shift in focus from "whether budget participation is effective" to "how and 
through what processes budget participation produces specific impacts.” 
 
Third, the explicit integration of Social Cognitive Theory enriches the theoretical foundation 
of management control research by emphasizing the principle of reciprocal determinism. 
Through this perspective, participatory budgeting is understood as a social learning process 
that shapes and is shaped by self-regulation, social observation, and repetitive interactions 
between actors and their environment. Thus, this article contributes to efforts to bridge 
management accounting with behavioral theory and organizational psychology, and it affirms 
the relevance of SCT as a robust explanatory framework for the phenomena of control and 
innovation. 
 
Overall, this article offers a conceptual shift from a mechanistic view to an actor-based 
approach to understanding participatory budgeting. By placing cognitive and behavioral 
mechanisms at the core of its theoretical analysis, the proposed framework opens a new 
research agenda that emphasizes processes, interactions, and context as key elements in 
explaining the role of management control systems in supporting organizational innovation. 
This contribution is expected not only to enrich the management accounting literature but 
also to encourage a cross-disciplinary theoretical dialogue on how managerial practices shape 
innovative behavior and performance. 
 
 
 
 
 
 
 
 
 
 
 
 
 



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ECONOMICS AND MANAGEMENT SCIENCES 
Vol. 1 5 , No. 1, 2026, E-ISSN: 2226-3624 © 2026 

146 

References 
Abernethy, M. A., & Brownell, P. (1999). The role of budgets in organizations facing strategic 

change: an exploratory study. Accounting, organizations and society, 24(3), 189-
204.https://doi.org/10.1016/S0361-3682(98)00059-2  

Amabile, T. M. (1988). A model of creativity and innovation in organizations. Research in 
Organizational Behavior, 10. 123-167.  

Appelbaum, N. P., Lockeman, K. S., Orr, S., Huff, T. A., Hogan, C. J., Queen, B. A., & Dow, A. W. 
(2020). Perceived influence of power distance, psychological safety, and team cohesion 
on team effectiveness. Journal of interprofessional care, 34(1), 20-26. 
https://doi.org/10.1080/13561820.2019.1633290 

Bandura, A. (1986). From thought to action: mechanisms of personal agency. New Zealand 
Journal of Psychology, 15(1), 1–17. 

Bandura, A. (1999). Social cognitive theory of personality. Handbook of Personality, 2. 1-81. 
Bedford, D. S. (2020). Conceptual and empirical issues in understanding management control 

combinations. Accounting, Organizations and Society, 86, 101187. 
https://doi.org/10.1016/j.aos.2020.101187 

Bedford, D. S., Bisbe, J., & Sweeney, B. (2019). Performance measurement systems as 
generators of cognitive conflict in ambidextrous firms. Accounting, Organizations and 
Society, 72, 21-37. https://doi.org/10.1016/j.aos.2018.05.010 

Brownell, P. (1981). Participation in budgeting, locus of control and organizational 
effectiveness. The Accounting Review, 56(4), 844–860. 

Chenhall, R. H. (2003). Management control systems design within its organizational context: 
findings from contingency-based research and directions for the future. Accounting, 
organizations and society, 28(2-3), 127-168. https://doi.org/10.1016/S0361-
3682(01)00027-7 

Chenhall, R. H., Hall, M., & Smith, D. (2013). Performance measurement, modes of evaluation 
and the development of compromising accounts. Accounting, Organizations and 
Society, 38(4), 268-287. https://doi.org/10.1016/j.aos.2013.06.002 

Chenhall, R. H., & Moers, F. (2015). The role of innovation in the evolution of management 
accounting and its integration into management control. Accounting, organizations and 
society, 47, 1-13. https://doi.org/10.1016/j.aos.2015.10.002  

Cillo, P., & Verona, G. (2022). The Strategic Organization of Innovation: State of the Art And 
Emerging Challenges. Strategic Organization, 20(4). 743-756. 
https://doi.org/10.1177/14761270221119113  

Covaleski, M., Evans III, J. H., Luft, J., & Shields, M. D. (2006). Budgeting research: three 
theoretical perspectives and criteria for selective integration. Handbooks of 
Management Accounting Research, 2. 587-624. https://doi.org/10.1016/S1751-
3243(06)02006-2 

Crossan, M. M., & Apaydin, M. (2010). A multi‐dimensional framework of organizational 
innovation: A systematic review of the literature. Journal of management studies, 47(6), 
1154-1191. https://doi.org/10.1111/j.1467-6486.2009.00880.x 

Derfuss, K. (2016). Reconsidering the participative budgeting–performance relation: A meta-
analysis regarding the impact of level of analysis, sample selection, measurement, and 
industry influences. The British Accounting Review, 48(1), 17-37. 
https://doi.org/10.1016/j.bar.2015.07.001  

Englund, H., Gerdin, J., & Burns, J. (2020). A structuration theory perspective on the interplay 
between strategy and accounting: Unpacking social continuity and 

https://doi.org/10.1016/S0361-3682(98)00059-2
https://doi.org/10.1080/13561820.2019.1633290
https://doi.org/10.1016/j.aos.2020.101187
https://doi.org/10.1016/j.aos.2018.05.010
https://doi.org/10.1016/S0361-3682(01)00027-7
https://doi.org/10.1016/S0361-3682(01)00027-7
https://doi.org/10.1016/j.aos.2013.06.002
https://doi.org/10.1016/j.aos.2015.10.002
https://doi.org/10.1177/14761270221119113
https://doi.org/10.1111/j.1467-6486.2009.00880.x
https://doi.org/10.1016/j.bar.2015.07.001


INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ECONOMICS AND MANAGEMENT SCIENCES 
Vol. 1 5 , No. 1, 2026, E-ISSN: 2226-3624 © 2026 

147 

transformation. Critical Perspectives on Accounting, 73, 101988. 
https://doi.org/10.1016/j.cpa.2017.03.007 

Guerrero, A. M., Bodin, Ö., Nohrstedt, D., Plummer, R., Baird, J., & Summers, R. (2023). 
Collaboration and individual performance during disaster response. Global 
Environmental Change, 82, 102729. https://doi.org/10.1016/j.gloenvcha.2023.102729  

Harris, J., & Durden, C. (2012). Management accounting research: an analysis of recent 
themes and directions for the future. Journal of Applied Management Accounting 
Research, 10(2). 21-42. 

Hartmann, F. G. H., & Maas, V. S. (2011). The effects of uncertainty on the roles of controllers 
and budgets: an exploratory study. Accounting and Business Research, 41(5), 439–458. 
https://doi.org/10.1080/00014788.2011.597656 

Kruis, A. M., Speklé, R. F., & Widener, S. K. (2016). The levers of control framework: An 
exploratory analysis of balance. Management Accounting Research, 32, 27-44. 
https://doi.org/10.1016/j.mar.2015.12.002 

Leonardi, P. M. (2014). Social media, knowledge sharing, and innovation: Toward a theory of 
communication visibility. Information Systems Research, 25(4), 796–
816. https://doi.org/10.1287/isre.2014.0536 

Liu, J., Siu, O. L., & Shi, K. (2010). Transformational leadership and employee well-being: the 
mediating role of trust in the leader and self-efficacy. Applied Psychology, 59(3). 454–
479. https://doi.org/10.1111/j.1464-0597.2009.00407.x 

Locke, E. A., & Latham, G. P. (2002). Building a practically useful theory of goal setting and 
task motivation: A 35-year odyssey. American Psychologist, 57(9), 705–
717. https://doi.org/10.1037/0003-066X.57.9.705 

Merchant, K. A., & Van der Stede, W. A. (2007). Management control systems: performance 
measurement, evaluation and incentives. Pearson education. 

Moll, J., & Yigitbasioglu, O. (2019). The role of internet-related technologies in shaping the 
work of accountants: New directions for accounting research. The British accounting 
review, 51(6), 100833. https://doi.org/10.1016/j.bar.2019.04.002  

Naranjo-Gil, D. (2009). Management information systems and strategic performances: The 
role of top team composition. International Journal of Information Management, 29(2), 
104-110. https://doi.org/10.1016/j.ijinfomgt.2008.05.009  

Newman, A., Obschonka, M., Moeller, J., & Chandan, G. G. (2021). Entrepreneurial passion: A 
review, synthesis, and agenda for future research. Applied Psychology, 70(2), 816-860. 
https://doi.org/10.1111/apps.12236 

Ng, T. W. H., Sorensen, K. L., & Eby, L. T. (2006). Locus of control at work: A meta-
analysis. Journal of Organizational Behavior, 27(8), 1057–
1087. https://doi.org/10.1002/job.416 

Otley, D. (2016). The contingency theory of management accounting and control: 1980–
2014. Management accounting research, 31, 45-62. 
https://doi.org/10.1016/j.mar.2016.02.001  

Quattrone, P. (2016). Management accounting goes digital: Will the move make it 
wiser?. Management accounting research, 31, 118-122. 
https://doi.org/10.1016/j.mar.2016.01.003 

Ritala, P., Baiyere, A., Hughes, M., & Kraus, S. (2021). Digital strategy implementation: The 
role of individual entrepreneurial orientation and relational capital. Technological 
Forecasting and Social Change, 171, 120961. 
https://doi.org/10.1016/j.techfore.2021.120961 

https://doi.org/10.1016/j.cpa.2017.03.007
https://doi.org/10.1016/j.gloenvcha.2023.102729
https://doi.org/10.1016/j.mar.2015.12.002
https://psycnet.apa.org/doi/10.1287/isre.2014.0536
https://doi.org/10.1111/j.1464-0597.2009.00407.x
https://psycnet.apa.org/doi/10.1037/0003-066X.57.9.705
https://doi.org/10.1016/j.bar.2019.04.002
https://doi.org/10.1016/j.ijinfomgt.2008.05.009
https://doi.org/10.1111/apps.12236
https://psycnet.apa.org/doi/10.1002/job.416
https://doi.org/10.1016/j.mar.2016.02.001
https://doi.org/10.1016/j.mar.2016.01.003
https://doi.org/10.1016/j.techfore.2021.120961


INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ECONOMICS AND MANAGEMENT SCIENCES 
Vol. 1 5 , No. 1, 2026, E-ISSN: 2226-3624 © 2026 

148 

Rotter, J. B. (1966). Generalized expectancies for internal versus external control of 
reinforcement. Psychological Monographs: General and Applied, 80(1). 
https://doi.org/10.1037/h0092976 

Saputra, P. H., & Lizam, M. (2025). Personal and Environmental Antecedents of Budgetary 
Participation: A Literature Review within the Lens of Social Cognitive Theory. 
International Journal of Research and Innovation in Social Science, 9(12). 593-605. 
https://dx.doi.org/10.47772/IJRISS.2025.91200052  

Schunk, D. H., & DiBenedetto, M. K. (2020). Motivation and social cognitive 
theory. Contemporary Educational Psychology, 60, 101832. 
https://doi.org/10.1016/j.cedpsych.2019.101832  

Shields, J.F., & Shields, M. D. (1998). Antecedents of participative budgeting. Accounting, 
Organizations and Society, 23(1). 49-76. https://doi.org/10.1016/S0361-
3682(97)00014-7 

Skerlavaj, M., Cerne, M., & Batistič, S. (2023). Knowledge hiding in organizations: Meta-
analysis 10 years later. Economic and Business Review for Central and South-Eastern 
Europe, 25(2), 79-102. https://doi.org/10.15458/2335-4216.1319  

Strauß, E., & Zecher, C. (2013). Management control systems: a review. Journal of 
Management Control, 23(4), 233-268. https://doi.org/10.1007/s00187-012-0158-7  

 

https://doi.org/10.1037/h0092976
https://dx.doi.org/10.47772/IJRISS.2025.91200052
https://doi.org/10.1016/j.cedpsych.2019.101832
https://doi.org/10.1016/S0361-3682(97)00014-7
https://doi.org/10.1016/S0361-3682(97)00014-7
https://doi.org/10.15458/2335-4216.1319
https://doi.org/10.1007/s00187-012-0158-7

