Nomico Journal

E-ISSN : 3046-6318
https://nawalaeducation.com/index.php/NJ/index
Vol.2.No.10 November 2025

DOI: https://doi.org/10.62872/s0882j11

Fiscal Efficiency and Public Service Innovation in the Era of
Digitalization of Indonesian Government

Muh. Nur

Sekolah Tinggi [Imu Ekonomi Enam Enam Kendari
Email: muh.nur363@gmail.com

Entered : October 10, 2025 Revised : October 14, 2025
Accepted : November 26,2025 Published : November 30, 2025

ABSTRACT

This study examines how digital transformation influences fiscal efficiency and public service innovation in
Indonesia by integrating global evidence with national policy analysis. Using a mixed method approach that
combines conceptual frameworks with secondary data on Indonesia’s digital governance initiatives, the
study finds that digital transformation contributes to fiscal optimization through administrative
simplification, improved transparency, automated workflows and enhanced data integration. Innovations
such as e procurement, online licensing and digital budgeting demonstrate measurable reductions in
transaction costs and increased accountability in several regions. However, the effectiveness of these
initiatives is constrained by structural barriers including unequal digital infrastructure, limited human
resource capacity, fragmented interoperability, cultural resistance and inconsistent leadership commitment
across administrative levels. Governance dynamics within Indonesia’s decentralized system produce
variations in digital readiness, which in turn shape the extent of efficiency gains and service improvements.
The study concludes that digital transformation can significantly enhance fiscal performance when
supported by coordinated regulatory frameworks, strengthened institutional capacity, standardized data
governance and sustained investment. These findings highlight the need for integrated national strategies
that combine technological development with organizational reform to ensure inclusive and long term
public sector modernization.
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INTRODUCTION

The rapid acceleration of digital government initiatives over the past decade has
reshaped public administration systems worldwide, introducing new opportunities for
enhancing fiscal efficiency and transforming public service delivery. Governments
increasingly adopt digital technologies to streamline bureaucratic processes, reduce
administrative costs, improve transparency and expand citizen access to essential
public services. Global trends indicate that digital transformation has enabled
governments to optimize spending by reducing duplication of administrative tasks,
automating low value processes and integrating cross agency data infrastructures
(OECD, 2020). A growing body of international evidence also demonstrates that digital
platforms, artificial intelligence and data driven governance mechanisms contribute to
more efficient resource allocation, improved monitoring of public expenditures and
stronger service responsiveness (Arfan et al,, 2021). As digitalization becomes central to
modern statecraft, understanding its relationship with fiscal efficiency and innovation
capacity has become a critical scholarly and policy concern.
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Indonesia represents an important case study for analyzing the nexus between
fiscal efficiency and digital public service innovation due to its large population,
decentralized governance structure and diverse regional administrative capacities. Over
the last decade, the Indonesian government has intensified digital transformation
efforts through initiatives such as Sistem Pemerintahan Berbasis Elektronik, the
National Data Center integration, the Online Single Submission licensing reform and
various digital service portals at ministerial and regional levels. These initiatives aim to
reduce administrative fragmentation, accelerate public service delivery and improve
expenditure efficiency. Despite these efforts, Indonesia continues to face structural
bureaucratic challenges including overlapping regulatory frameworks, high
administrative overhead costs, limited interoperability across government databases,
unequal regional digital readiness and persistent institutional inertia. These constraints
raise questions about the extent to which digitalization has effectively contributed to
fiscal efficiency and innovation in public service provision.

Empirical evidence from Indonesian ministries and local governments suggests
both progress and persistent gaps. Digital procurement systems have reduced leakages
and increased transparency, resulting in measurable fiscal savings in several regions
(Rahim & Frinaldi, 2024). The expansion of e health and e education systems during the
COVID 19 pandemic demonstrated the potential for digital platforms to reduce delivery
costs and improve citizen reach. Nevertheless, several studies report that
implementation challenges such as limited digital competencies, inconsistencies in data
governance practices and inadequate budget allocation for system maintenance often
reduce the long term effectiveness of digital innovation (Daraba et al.,, 2023). These
conditions underscore the need for deeper analysis into how digital government
reforms influence fiscal efficiency across different administrative layers.

Globally, scholars have emphasized that digitalization does not automatically
produce efficiency gains; rather, its impact depends on institutional capacity, regulatory
design and bureaucratic culture. Muslimin et al.,, (2025) highlight that governments
achieving the greatest efficiency improvements typically combine technological
adoption with process reengineering and organizational transformation. Rahim &
Frinaldi, (2024) similarly argue that digitalization enhances efficiency only when
administrative routines are redesigned to leverage data integration and automation. In
contrast, digital initiatives implemented as superficial technological add ons often fail to
reduce administrative costs or improve service performance. This body of research
suggests that Indonesia’s progress in digital governance must be evaluated not only
through technological deployment but through institutional readiness and integration
of organizational change strategies.

Indonesia’s fiscal landscape further amplifies the relevance of digital efficiency.
Rising expenditure pressures in health, social protection and infrastructure demand
more optimized resource utilization. At the same time, decentralization requires sub
national governments to manage fiscal responsibilities with varying administrative and
financial capacities. Digital solutions offer the promise of reducing procurement costs,
minimizing corruption risks, improving monitoring of local expenditures and
optimizing service delivery costs. However, evidence from Indonesian local
governments indicates uneven implementation and varying outcomes. For instance,
some regions report significant savings from e budgeting and e procurement systems,
while others experience system underutilization, interoperability challenges and
persistent inefficiencies (Sulistya et al, 2019). These findings raise the need for a
comprehensive study that situates Indonesia’s digital fiscal reforms within broader
patterns of institutional capacity and public service innovation.
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Literature on public service innovation also offers relevant insights. Digital tools
have enabled governments to redesign service workflows, introduce self service
platforms and create collaborative governance mechanisms involving civil society and
private actors. Studies show that digital innovation contributes to improved citizen
satisfaction, reduced service times and enhanced accountability (Purnamasari et al.,
2025). In Indonesia, innovations such as digital population administration, cloud based
education platforms and integrated licensing systems have demonstrated substantial
improvements in service accessibility. However, digital divides, uneven broadband
infrastructure and varied digital literacy across regions continue to affect the
consistency and inclusiveness of these innovations.

Despite the expanding literature, there remain several research gaps regarding
fiscal efficiency and digital service innovation within the Indonesian context. First, many
studies examine digital initiatives in isolation rather than assessing their integrated
fiscal impact across administrative sectors. For instance, Todorut & Tselentis (2018)
study on e procurement effectiveness focuses on procurement transparency yet does
not link these findings to broader fiscal efficiency frameworks. Second, Abdussamad et
al, (2024) analysis of digital governance readiness highlights competency and
infrastructure barriers but does not evaluate how these barriers influence measurable
efficiency outcomes. Third, (Kadarisman et al, 2022) examine local government e
budgeting systems but provide limited analysis of how budget digitalization translates
into innovation capacity or service performance improvements. Collectively, these
studies reveal fragmented analytical approaches that limit understanding of how
digitalization simultaneously affects fiscal efficiency and public service innovation.

The novelty of the present study lies in integrating these dimensions within a
single analytical framework. While previous research focuses on discrete elements such
as procurement, budgeting or digital readiness, this study examines the broader
interplay between fiscal efficiency, institutional capacity and digital public service
innovation in Indonesia. It synthesizes global evidence on digital efficiency mechanisms
with Indonesian empirical and policy data to evaluate the conditions under which
digitalization yields substantive fiscal and service improvements. This study also
introduces a comparative lens by situating Indonesia’s experience within international
patterns of digital government performance, highlighting both convergences and
divergences.

The objective of this study is to analyze how digitalization in the Indonesian public
sector contributes to fiscal efficiency and public service innovation by evaluating
institutional, technological and policy drivers and by identifying the structural and
contextual factors that shape implementation outcomes across different governance
levels.

METHODS

This study employs a mixed method approach that integrates conceptual policy
analysis with secondary examination of Indonesia’s digital government and fiscal
performance data. The conceptual component synthesizes theoretical frameworks on
digital governance, fiscal efficiency and public administration innovation to establish an
analytical foundation for understanding how digital technologies influence bureaucratic
processes, resource allocation and public service delivery. Key frameworks include
digital era governance theory, public sector innovation theory and data driven
governance models that emphasize interoperability, automation and process
reengineering as drivers of institutional transformation (Arfan et al,, 2021). Academic
literature from Scopus indexed journals published between 2014 and 2024 was
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systematically reviewed to capture global best practices and empirical patterns relevant
to digital government efficiency.

The policy analysis component examines Indonesian regulatory reforms, national
strategic frameworks and institutional arrangements supporting digital transformation.
These include the Electronic Based Government System framework, the National Digital
Transformation Roadmap, online licensing reforms, e procurement mechanisms and
digital budget management initiatives across central and regional governments.
Secondary data from government audit reports, ministerial publications, digital
readiness assessments and national planning documents are incorporated to evaluate
fiscal efficiency indicators such as administrative cost reduction, procurement savings
and service delivery expenditures. This contextual evidence enables comparison
between Indonesia’s policy intentions and actual implementation outcomes (Daraba et
al,, 2023).

The study follows an integrative synthesis design that combines international
evidence with Indonesian policy realities to generate multidimensional insights.
Analytical triangulation is used to map how technological deployment, institutional
readiness and governance structures shape fiscal and service outcomes. Although this is
not a systematic literature review in the statistical sense, the study applies narrative
synthesis principles and cross case comparison to enhance rigor. The mixed method
design allows the research to capture both macro level policy dynamics and micro level
service innovation effects, producing a comprehensive evaluation of fiscal efficiency and
innovation capacity in Indonesia’s digital government landscape (Rahim & Frinaldj,
2024).

RESULTS AND DISCUSSION
Global Trends in Digital Government, Fiscal Efficiency and Their Relevance to
Indonesia

The global evolution of digital government provides critical insights into how
digitalization can enhance fiscal efficiency and catalyze innovation in public service
delivery. Since the early adoption of e government systems in the 2000s, digital
transformation has progressed from simple online information dissemination to
integrated data driven governance. Governments increasingly utilize artificial
intelligence, cloud computing, big data analytics and interoperable systems to support
decision making, automate administrative workflows and improve real time monitoring
of public expenditures. This shift has reshaped the internal functioning of public
organizations by reducing transaction costs, minimizing duplication of tasks and
improving coordination between agencies. International experiences demonstrate that
digital government reforms yield substantial fiscal benefits when technological tools are
integrated with institutional reforms, performance accountability mechanisms and
regulatory modernization (Arfan et al., 2021).

Countries such as Estonia, Singapore and South Korea exemplify best practices
where advanced digital infrastructures underpin efficient and innovative public sectors.
Estonia’s X Road system, characterized by highly secure data interoperability, reduces
administrative overhead by eliminating redundant document processing and enabling
automated verification of citizen information. This has produced measurable fiscal
efficiency through decreased labor requirements and streamlined service delivery.
Singapore’s GovTech ecosystem similarly demonstrates how integrated digital services
enhance fiscal optimization by reducing paperwork, lowering service processing costs
and enabling predictive analytics for resource planning. These international examples
show that digitalization achieves efficiency not merely through technological adoption,
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but through coherent governance structures that institutionalize digital processes
within public administration.

The global literature also highlights that digitalization generates efficiency gains
by enhancing transparency and reducing opportunities for leakage or corruption.
Digital procurement systems, for example, automate bid evaluation, minimize
discretionary human intervention and provide auditable transaction records. Studies
from Latin America and Eastern Europe demonstrate that e procurement adoption
reduces procurement costs by improving competition and limiting non transparent
practices (Putri et al, 2025). Similarly, digital budgeting systems improve fiscal
discipline by enabling real time expenditure tracking and strengthening internal control
mechanisms. These findings are relevant for Indonesia, where procurement
inefficiencies and fragmented budgeting practices have historically contributed to fiscal
leakages.

Digital transformation also encourages public service innovation by enabling
governments to redesign processes, implement self service platforms and expand
service reach. Online platforms reduce the need for physical visits to government
offices, lowering administrative costs and improving service accessibility. During the
COVID 19 pandemic, digital innovations in telemedicine, online learning and social
protection delivery demonstrated the ability of digital systems to maintain government
functions under crisis conditions while minimizing fiscal disruptions. International
evidence suggests that the integration of digital tools into public service ecosystems
fosters citizen centered innovation by simplifying procedures, reducing processing
times and improving service transparency (Purnamasari et al., 2025).

However, global research cautions that digitalization does not automatically
improve fiscal efficiency. Digital adoption often fails to produce significant cost
reductions when institutions lack readiness, infrastructure, data governance standards
and skilled human resources. Rahim & Frinaldi, (2024) argue that successful digital
transformation requires organizational restructuring, process redesign and capacity
building. Without these complementary reforms, digital systems may increase
administrative complexity rather than reducing it. In many developing contexts,
fragmented digital initiatives, poor interoperability and institutional silos hinder the
realization of fiscal savings and innovation benefits.

These global trends carry direct relevance for Indonesia. Over the past decade,
Indonesia’s digital transformation efforts have intensified, yet outcomes remain mixed.
While digitalization has improved several administrative functions, challenges persist in
achieving systemic interoperability, uniform implementation and long term fiscal
benefits. The country’s decentralized governance structure creates uneven digital
readiness across regions, limiting the scale of efficiency gains. Some local governments
demonstrate strong innovation capacity through integrated service platforms, while
others struggle with basic digital infrastructure. These variations highlight the
importance of considering institutional heterogeneity when evaluating Indonesia’s
digital government performance.

Indonesia’s experience mirrors global findings that digitalization can enable fiscal
optimization when combined with governance reforms. For example, the
implementation of e procurement systems has reduced opportunities for price
manipulation, expanded vendor participation and increased transparency. Reports
indicate significant savings in procurement expenditures in ministries and regional
governments that effectively adopt e procurement (Rahim & Frinaldi, 2024). However,
inconsistent adoption across regions reduces aggregate fiscal benefits. Similarly,
Indonesia’s digital budgeting systems have introduced more robust monitoring tools,
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but disparities in budget data quality and limited analytical capacity hinder
comprehensive fiscal optimization.

The relevance of global evidence is further underscored by Indonesia’s ambition to
modernize public service delivery. Digital service innovations such as online licensing,
digital civil registry systems and e health platforms mirror international models that
enhance service accessibility and reduce costs. Yet challenges relating to digital literacy,
limited staff training and institutional resistance reduce the effectiveness of these
innovations. As global research suggests, achieving transformative outcomes requires
alignment between technological tools, institutional structures and administrative
culture. Indonesia’s evolving digital ecosystem offers significant opportunities for
efficiency gains, but realizing these gains depends on sustained commitment to
interoperability, capacity building and regulatory harmonization.

Overall, global evidence demonstrates that the intersection of digitalization, fiscal
efficiency and public service innovation is complex and context dependent. Indonesia’s
efforts to digitalize government are substantial and ongoing, yet uneven outcomes
reflect broader structural and institutional constraints. Understanding these patterns
provides important groundwork for evaluating Indonesia’s specific achievements and
gaps in the next sections of the analysis.

Digital Public Service Innovation and Its Influence on Fiscal Efficiency:
Mechanisms, Challenges and Evidence from Indonesia

Digital public service innovation has become one of the most influential
instruments for enhancing fiscal efficiency in contemporary public administration.
Innovation in digital services reshapes administrative workflows by reducing
bureaucratic redundancies, automating transactional processes and expanding access to
services at significantly lower marginal costs. In many countries, digital platforms have
replaced manual processes traditionally requiring extensive human resources, physical
infrastructure and administrative layers. This shift in operational design has been
shown to reduce service delivery expenditure, improve accountability and streamline
budget allocation (Purnamasari et al, 2025). In Indonesia, digital public service
innovation manifests through various platforms such as online licensing, digital
population administration, integrated regional service portals and cloud based
education and health systems. These innovations hold substantial potential for fiscal
optimization, yet their impact differs widely depending on institutional capacity, digital
readiness and governance quality.

One of the most direct mechanisms through which digital innovation enhances
fiscal efficiency is administrative simplification. Digital public services reduce the
number of physical interactions required between citizens and government offices.
When previously manual procedures such as licensing, tax payment or certificate
issuance are automated, governments experience reduced staffing needs, fewer physical
facilities and lower operational costs. In Indonesia, the Online Single Submission
licensing platform significantly reduced the number of procedural steps and manual
verifications required for business licensing. This streamlined process decreases
administrative time and reduces fiscal burdens that previously stemmed from
duplicated verification processes across agencies (Rahim & Frinaldi, 2024). The
automation of internal workflows also reduces opportunities for discretionary
interventions, which can further lower hidden fiscal leakages.

Another mechanism involves improved transparency and traceability of public
transactions. Digital platforms create auditable records of financial and administrative
actions, reducing opportunities for manipulation and improving expenditure
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monitoring. E procurement systems, for example, create competitive and transparent
bidding processes that restrict non competitive price setting. Studies consistently show
that digital procurement systems reduce procurement costs by improving supplier
competition and minimizing discretionary decision making (Putri et al., 2025). In
Indonesia, ministries and regional governments that have fully adopted digital
procurement frameworks report measurable savings, particularly in goods
procurement categories with historically high price variations. Transparent data trails
also enhance compliance with financial regulations, further contributing to fiscal
discipline.

Data integration and analytics also contribute to efficiency gains. Digital public
services generate large volumes of data that can be used to optimize resource allocation,
forecast service demand and identify inefficiencies. Countries with advanced digital
government infrastructures use predictive analytics to adjust budget priorities, identify
under performing programs and optimize staffing based on service demand patterns
(Arfan et al.,, 2021). Indonesia’s National Data Center initiative aims to consolidate cross
agency information systems, enabling centralized data analysis for policy decisions.
Although the system remains under development, early regional pilot programs
demonstrate that integrated data improves planning accuracy and reduces budget
misallocation.

Digital innovation also reduces the cost of service expansion. Traditional service
expansion requires construction of new facilities, recruitment of staff and spatial
distribution of administrative offices. Digital platforms allow governments to reach
broader populations at significantly lower cost. Indonesia’s digital civil registry services,
for example, allow citizens to download documents remotely rather than obtaining
them from regional offices. This reduces administrative costs and improves service
accessibility. During the COVID 19 pandemic, digital innovations such as telemedicine
and online learning reduced the need for physical service expansion, generating
substantial emergency fiscal savings. Global evidence supports the conclusion that
digital channels reduce service delivery overhead while expanding access, particularly
in geographically dispersed nations (Purnamasari et al., 2025).

However, these efficiency mechanisms are not universal across Indonesia due to
substantial regional disparities in digital readiness. Many local governments lack
adequate digital infrastructure, reliable internet connectivity or trained human
resources necessary for effective implementation. As a result, some digital service
systems are underutilized or implemented inconsistently. Research shows that digital
platforms in several regions operate in parallel with manual systems, increasing
administrative workload rather than reducing it (Daraba et al., 2023). Such dual system
operation can generate additional costs rather than savings, particularly when staff lack
confidence in digital procedures and revert to manual methods.

Institutional resistance further limits the impact of digital innovations. Public
officials accustomed to traditional routines often perceive digital systems as disruptive
or burdensome. Inadequate change management strategies hinder adoption and reduce
system usage. This is consistent with global findings indicating that organizational
culture and leadership commitment are essential determinants of digital efficiency
(Syachbrani, 2025). Without strong administrative guidance, digital systems may exist
only nominally without substantive impact on fiscal performance.

Implementation challenges also arise from interoperability issues. Indonesia’s
decentralized governance structure results in agency specific digital systems that are
not always compatible with one another. Lack of unified standards and data governance
frameworks leads to fragmented platforms that cannot communicate effectively. This

118



fragmentation reduces efficiency gains by forcing staff to manually reconcile data across
systems. Global best practices demonstrate that interoperability is a key prerequisite
for meaningful efficiency outcomes, highlighting an area where Indonesia’s digital
ecosystem requires substantial improvement (Arfan et al., 2021).

To illustrate the mechanisms, barriers and potential outcomes of digital public
service innovation in Indonesia, the following table provides a structured summary.

Table 1. Mechanisms, Barriers and Fiscal Implications of Digital Public Service
Innovation in Indonesia

Dimension Meclfanlsms / Fiscal Implications Supportlng
Barriers Evidence
Administrative Automation, Lower operational Putra & Suharto
) oL reduced costs, reduced staff
simplification (2022)
bureaucracy hours
Transparency and | E procurement, Reduced leakage, Neupane et al
traceability digital auditing improved (2016)
competition
Data inteeration Shared databases, | Optimized resource | Muslimin et al,
& analytics allocation (2025)
Service expansion | Remote access, self | Lower marginal | Alcaide Mufioz et al.
efficiency service platforms delivery cost (2017)
Digital . readiness Infra§tructure gaps, Lllmltedlor negative Sartika et al. (2023)
constraints low literacy fiscal gains
Cultural inertia Underutilized
Institutional ’ | systems, Kettunen & Kallio
) weak change | .77 .7 |
resistance inefficiencies (2020)
management .
persist

This synthesis demonstrates that digital innovation in Indonesia shows significant
promise but remains highly dependent on institutional and structural conditions. While
substantial fiscal savings have been documented in certain sectors such as procurement
and licensing, variability in implementation and readiness continues to limit the full
realization of digital efficiency benefits. Recognizing these challenges is essential for
developing more effective and context sensitive strategies that align digital
transformation with fiscal and administrative reform. This sets the foundation for the
next discussion, which evaluates structural constraints and strategic opportunities for
Indonesia’s digital government transformation trajectory.

Structural Constraints, Governance Dynamics and Strategic Pathways for
Strengthening Fiscal Efficiency through Digital Transformation in Indonesia
Achieving substantial fiscal efficiency through digital transformation in Indonesia
requires a clear understanding of the structural, institutional and governance
conditions that shape digital government performance. Although digital platforms and
technological innovations provide strong potential to reduce administrative costs,
improve transparency and enable data driven decision making, their actual impact is
determined by the broader configuration of policy frameworks, bureaucratic culture,
institutional capacity and socio economic conditions. For Indonesia, a country
characterized by administrative decentralization, substantial regional disparities and a
historically complex bureaucracy, digital transformation is influenced by a wide
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spectrum of enabling and constraining factors that determine how digital innovation
translates into fiscal outcomes.

A major structural constraint is the unequal distribution of digital infrastructure
across the country. Indonesia’s archipelagic geography and disparate levels of economic
development create wide gaps in internet accessibility, digital hardware availability and
technical support capacity. While major cities such as Jakarta, Surabaya and Bandung
have robust digital environments that support advanced public service platforms, many
rural and peripheral regions continue to struggle with unreliable connections that
hinder consistent digital service delivery (Daraba et al, 2023). These inequalities
produce an uneven digitalization landscape where certain regions effectively digitize
licensing, budgeting or procurement, while others rely on hybrid or manual systems.
Such fragmentation not only reduces efficiency but also increases operational costs
because governments are forced to maintain parallel systems. The uneven
infrastructure base also limits the integration of data across regions, weakening
national level fiscal monitoring and planning.

Institutional readiness represents another critical barrier. Digital transformation
requires administrative competencies that extend beyond conventional bureaucratic
skills, including data governance capability, cybersecurity literacy and the ability to
design and manage interoperable platforms. Many Indonesian government institutions,
particularly at the local level, lack sufficient human resource capacity to develop and
maintain digital systems. Training programs remain uneven and understaffed, leading
to reliance on external vendors without long term sustainability planning (Rahim &
Frinaldi, 2024). According to global research, effective digital governance requires not
only technological tools but also administrative restructuring and skill upgrading to
ensure that digital processes become integral to bureaucratic routines (Arfan et al.,
2021). Without these capacities, digital systems risk becoming underutilized or
improperly maintained, which ultimately limits their fiscal efficiency contribution.

Governance dynamics further constrain digital efficiency outcomes. Indonesia’s
highly decentralized governance structure means that regional governments hold
significant autonomy over budget management, service delivery and digital systems
adoption. This autonomy, while valuable for localized innovation, often leads to
fragmented technological ecosystems where agencies adopt divergent platforms
without standardized protocols or interoperability frameworks. Interoperability
failures impede fiscal transparency because data cannot be exchanged seamlessly
across agencies or levels of government. As a result, central authorities face difficulties
in tracking budget execution, identifying inefficiencies or evaluating service
performance. International best practices demonstrate that strong central coordination,
unified data standards and cross agency integration are essential for ensuring that
digital transformation produces systemic fiscal benefits (Syachbrani, 2025). Indonesia’s
challenge lies in striking a balance between decentralization and national digital
coherence.

Another governance issue concerns political commitment and leadership
continuity. Digital government reforms require sustained political agenda setting, long
term budget allocation and multi year implementation plans. In Indonesia, leadership
changes at regional or ministerial levels can disrupt digital initiatives, shifting priorities,
delaying integration processes or halting innovations that lack political support. These
disruptions create inefficiencies by generating sunk costs in partially implemented
systems and requiring reallocation of administrative resources. Consistent political will
is crucial for fiscal efficiency, because digital transformation benefits often materialize
gradually as institutions adapt to new workflows and platforms mature. Global studies
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highlight that countries achieving strong fiscal gains from digital transformation, such
as Estonia and South Korea, demonstrate long term cross administration commitment
to digital governance principles (Arfan et al., 2021).

Socio cultural dynamics also shape the effectiveness of digital government. Public
sector culture in Indonesia has historically emphasized hierarchical procedures,
physical verification of documents and face to face service interactions. Digital
platforms disrupt these established routines, requiring bureaucrats to adopt new
working styles, rely on automated processes and engage with digital interfaces rather
than manual paperwork. Resistance to such changes remains common and contributes
to low adoption rates or partial usage of digital systems. For instance, some agencies
continue to process internal approvals manually despite the availability of digital
approval systems. Cultural resistance reduces the operational benefits of digitalization
and increases administrative duplication, which undermines fiscal efficiency (Daraba et
al., 2023). Organizational change management, therefore, becomes as important as
technological deployment.

Digital literacy among citizens is another factor influencing service innovation and
efficiency. Digital public services rely on user ability to navigate online platforms,
submit applications electronically and retrieve information independently. In Indonesia,
digital literacy remains uneven, particularly among older adults, rural populations and
individuals with lower educational attainment. Low digital literacy increases demand
for assistance, prompting local governments to allocate additional staff for help desks or
revert to offline services. This dual service model raises operational costs and dilutes
fiscal benefits. Evidence from other developing countries demonstrates that digital
literacy programs significantly enhance the efficiency of digital service delivery by
reducing reliance on in person support mechanisms (Purnamasari et al., 2025).

Budget rigidity also influences digital transformation outcomes. Although digital
systems can reduce long term operational costs, their initial development, maintenance
and upgrading require substantial investment. Indonesian budgeting patterns often
allocate limited and short duration funding for digital initiatives, hindering the
continuity and scaling of systems. In many cases, digital platforms are developed
through project based funding rather than sustained budget lines, which leads to
fragmented implementation, system redundancy and maintenance challenges. Global
literature emphasizes that digital transformation is a long term institutional investment
rather than a one time project (Putri et al., 2025). Without stable funding mechanisms,
the fiscal benefits of digital systems cannot be fully realized.

Data governance issues represent another bottleneck. Effective digital government
requires accurate, timely, standardized and interoperable data. In Indonesia, variations
in data quality and inconsistent data entry practices across agencies create major
obstacles for building integrated digital services. Poor data governance reduces the
effectiveness of analytics driven planning and undermines monitoring of expenditure
efficiency. It also impairs automation processes that rely on reliable datasets for
verification and decision making. International models show that strong data
governance frameworks, including clear mandates, structured data standards and
institutional accountability mechanisms, significantly enhance fiscal efficiency by
enabling evidence based budget planning and reducing administrative errors (Arfan et
al.,, 2021).

Despite these constraints, Indonesia possesses significant strategic opportunities
for improving fiscal efficiency through digital transformation. Continued expansion of
national digital infrastructure, particularly fiber optic networks and 4G or 5G services,
will enhance the operational stability of digital services across regions. The
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establishment of the national data center provides a foundation for integrating
government databases and enabling cross agency analytics. Regulatory reforms that
standardize digital platforms and require interoperability will reduce fragmentation
and improve consistency in digital service delivery. Strengthening human capital
through comprehensive digital training programs can increase institutional readiness
and reduce dependency on external vendors.

In addition, Indonesia can leverage its large, youthful and increasingly connected
population to accelerate service digitization. The rapid adoption of mobile technologies
enables governments to deliver services through mobile applications, reducing the need
for costly physical infrastructure. Digital innovation in public services, such as online
tax payment, digital civil registry systems and public complaint platforms, demonstrates
strong citizen demand for efficient digital services. These trends create favorable
conditions for scaling digital initiatives that contribute to fiscal efficiency.

To maximize fiscal benefits, Indonesia must pursue a coordinated and multi level
strategy that integrates technological development with governance reform,
institutional strengthening and capacity building. This includes establishing national
digital standards, aligning central and regional digital initiatives, strengthening
regulatory frameworks, improving data governance and ensuring that digital
transformation is supported by sustained political commitment. By addressing
structural barriers and leveraging strategic opportunities, Indonesia can significantly
enhance fiscal efficiency and public service innovation through digital government.

CONCLUSIONS

This study demonstrates that digital transformation represents a significant
opportunity for enhancing fiscal efficiency while simultaneously expanding the capacity
for public service innovation in Indonesia. Global evidence shows that digital systems
reduce administrative burdens, increase transparency and enable data driven resource
allocation, which collectively contribute to improved fiscal performance. Indonesian
initiatives such as digital procurement, online licensing and integrated service platforms
have already produced measurable efficiency improvements, particularly in reducing
transaction costs and limiting discretionary intervention. However, the benefits remain
uneven because infrastructural disparities, institutional fragmentation, limited digital
competencies and inconsistent interoperability continue to hinder systemic gains.
Without stronger coordination, standardized data governance and comprehensive
capacity building, digitalization risks operating as a fragmented set of initiatives rather
than a transformative governance system capable of producing robust fiscal outcomes.

To achieve sustainable progress, digital transformation must be supported by
harmonized regulatory frameworks, long term investment, upgraded human resource
capacity and strengthened intergovernmental coordination. Addressing structural
constraints such as regional disparity, low digital literacy and cultural resistance is
essential for maximizing innovation potential. Strategic pathways include improving
national data integration, expanding broadband infrastructure, ensuring
interoperability of platforms, investing in workforce digital training and consolidating
political commitment across administrations. By integrating technological
improvements with institutional strengthening and governance reform, Indonesia can
leverage digital transformation not only to optimize fiscal efficiency but also to build a
more responsive, transparent and innovative public administration system.
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