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Public financial management plays a crucial role in building
public trust and strengthening the effectiveness of fiscal
policy through the principles of transparency,
accountability, and efficient use of public resources. The
implementation of sound governance systems establishes
oversight mechanisms that prevent corruption, enhance
the integrity of public institutions, and support long-term
economic stability. This study analyzes key concepts and
practices of public financial management based on
literature published over the last five years, focusing on
budget transparency, public participation, and financial
oversight. The findings suggest that robust financial
governance has a positive impact on the effectiveness of
public policy and the quality of services provided to
citizens. Furthermore, collaboration among government
agencies, auditors, and civil society has been shown to
reinforce fiscal accountability while reducing the risk of
misappropriating public funds. The study also highlights
the importance of policy reform and the adoption of digital
technologies as strategic measures to create a transparent,
adaptive, and sustainable public financial system. Thus,
robust public financial management serves as a
foundational pillar in supporting responsive and integrity-
driven national development.
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1. Introduction

Public financial governance (PFG) is the fundamental foundation for creating
effective, transparent, and accountable government. In the context of modern public
administration, the management of state finance is not only related to the technical
aspects of budgeting, reporting, and auditing, but also to the values of ethics,
integrity, and social responsibility towards society. Governments are demanded to
ensure that every public fund managed is used efficiently and precisely targeted to
achieve development goals and common prosperity. Success in managing public
finance serves as an important indicator of the legitimacy and public trust in state
institutions.

According to Shenkoya (2023), good public financial governance reflects the
quality of government and the effectiveness of public policy, as it creates a system
capable of controlling potential deviations and ensuring the optimal use of resources.
Transparency and accountability in public financial management not only increase
efficiency but also strengthen community participation in overseeing the use of
public funds. Public participation encourages information openness, allowing the
public to assess the extent to which the government is responsible for fiscal decision-
making.

Furthermore, Lino et al. (2022) emphasize that good public financial
governance requires the integration of financial regulations, information systems,
and transparent oversight mechanisms. In practice, this includes performance-based
budgeting, accurate financial reporting, and independent auditing to ensure

compliance with the principle of accountability. Through this approach, public
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tinancial governance can become a strategic tool in driving bureaucratic reform and
improving the efficiency of public services.

However, challenges in the implementation of public financial governance
remain significant. Corruption, weak internal supervision, and the inability to
implement transparency systems often become the main obstacles. According to
Ibrahim (2021), many developing countries face difficulties in implementing
effective financial governance practices due to low institutional capacity and limited
human resources. Public information openness has not been fully implemented
comprehensively, leaving room for budget misuse. Therefore, the role of oversight
bodies such as state auditors and anti-corruption agencies is crucial in ensuring the
integrity of the public financial system.

In addition, digitalization and technological innovation have brought
significant changes to public financial governance. The use of digital technology,
such as e-budgeting and e-audit, allows for increased transparency and accelerates
government financial reporting processes. Permatasari (2020) show that the use of
digital systems in public financial management strengthens fiscal oversight and
reduces the opportunities for manipulating financial data. Digital governance assists
governments in identifying risks, managing financial data in real-time, and increasing
public participation through open budget data.

Therefore, effective public financial governance must be adaptive, innovative,
and integrity-oriented. Governments are expected to be able to balance economic
efficiency and public accountability by building a system that is transparent,

participatory, and performance-based. Public financial reform demands not only
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procedural changes but also organizational culture changes that place integrity as the
core value.

Thus, this research seeks to examine the role of public financial governance
in enhancing transparency, accountability, and the effectiveness of fiscal policy based
on a literature review over a period of five years. Through conceptual and empirical
approaches, this study aims to provide a comprehensive understanding of how
public financial governance practices can strengthen fiscal stability and encourage

sustainable development.

2. Literature Review

2.1. Concept and Principles of Public Financial Governance

Public Financial Management (PFM) is a series of processes encompassing
budget planning, execution, control, up to reporting and auditing of state finance.
The entire process is aimed at ensuring that public financial resources are managed
efficiently, transparently, and accountably to support the achievement of national
development goals. The core principles in PFM include efficiency, transparency,
accountability, integrity, and public participation, which form the basis for realizing
a sound state financial management system (Mattei et al., 2021).

Nurfadila (2024) emphasizes that the effectiveness of public financial
governance highly depends on the implementation of good governance principles
integrated into the government’s institutional framework. This integration not only
provides clarity on the division of responsibilities among financial management units

but also ensures the openness of fiscal information and the strengthening of
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oversight mechanisms. Thus, the quality of fiscal policy improves because every
budget decision is based on data and information that can be held accountable.

On the other hand, Grossi et al. (2020) affirm that the effectiveness of public
financial governance cannot be separated from reliable public sector accounting
practices. Transparent financial reporting allows the public to objectively assess
government performance while mitigating the risk of budget misuse. Therefore,
public financial governance has a strategic role not only as an administrative
instrument but also as a means of fiscal democracy that strengthens the relationship
between the state and its citizens through increased institutional trust and

accountability.

2.2. Transparency and Accountability as Core Pillars

Transparency and accountability are two key components of public financial
governance. Transparency means the openness of information regarding the
planning, execution, and results of fiscal policy, while accountability demands
justification for the use of public resources. Putra and Sulistyowati (2021)
emphasizes that fiscal transparency is not only about providing financial data but
also about the public’s ability to understand and use that information to assess
government performance.

In the context of public oversight, Ibrahim (2021) show that public
involvement in the budget process can strengthen fiscal accountability. When the
public is given access to budget data and audit results, they can actively participate

in overseeing the government. This encourages the government to be more cautious
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in managing public funds and fosters a culture of transparency at all levels of the
bureaucracy.

Furthermore, digitalization contributes to strengthening transparency and
accountability in public finance. The implementation of e-budgeting, e-audit, and
open data platforms allows for broader public access to fiscal information. Lino et
al. (2022) note that digital transformation in public financial governance not only
enhances administrative efficiency but also creates new spaces for citizen
participation. Information technology accelerates the audit process and enables
more real-time financial reporting, thus minimizing the potential for corruption and
budget manipulation.

Nevertheless, several challenges still arise in implementing the principle of
transparency, especially in countries with complex bureaucratic systems. Shenkoya
(2023) highlight that without an organizational culture that supports openness and
integrity, transparency becomes merely a formality without substance. Therefore,
public financial governance reform must be accompanied by strengthening

bureaucratic ethics and increasing human resource capacity.

2.3. Strengthening Accountability through Reform and Technology

Public financial reform plays a major role in strengthening the accountability
and effectiveness of government governance. These reforms include improving
tinancial reporting systems, increasing the independence of auditing institutions, and
implementing government accounting standards that comply with international
practices. Banerjee et al. (2020) state that the success of public financial governance

reform highly depends on policy consistency and coordination among institutions.
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Information technology is also an important catalyst in increasing
accountability. Permatasari (2020) found that public financial digitalization systems
strengthen oversight mechanisms and increase public trust in the government. With
the integration of financial data between institutions, the oversight process becomes
more efficient and avoids duplication and recording errors. The use of technology
such as blockchain and data analytics also helps auditors identify financial risk
patterns that potentially cause state losses.

In addition, Sofyani et al. (2020) affirm that public participation through
digital platforms provides a new impetus for fiscal democratization. Through open
access to financial information, the community can provide feedback on budget
policies and contribute to the oversight process. This approach strengthens the
relationship between the government and citizens and increases the legitimacy of
tiscal policy.

Ultimately, public financial governance that is transparent and accountable is
the result of synergy between policy reform, technology implementation, and
strengthening institutional capacity. These three aspects form a sustainable
governance ecosystem, where public finance is managed efficiently, openly, and

oriented towards the interests of the wider community.

3. Methods

This research uses a literature review approach with a descriptive qualitative
analysis method. This approach was chosen because the main objective of the

research is to explore the concepts, principles, and implementation of public
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tinancial governance based on the latest relevant research findings and scientific
publications. The literature review is the appropriate method for delving into
conceptual and theoretical understanding of transparency, accountability, and fiscal
policy effectiveness in the context of modern public financial governance.

The research process begins with collecting academic literature from various
scientific databases such as Google Scholar or Research Gate, with a publication
time frame of between the last five years. Keywords used include public financial
management, transparency, accountability, digital governance, and fiscal reform. The
search results are then selected based on relevance to the topic, journal reputation,
and suitability to the research context. Articles focusing on public financial practices,
oversight systems, and the role of digital technology in improving financial
governance are prioritized in the analysis.

The next stage is to conduct a content analysis of the selected literature. The
analysis is performed by identifying the main themes emerging in various studies,
such as the relationship between fiscal transparency and accountability, the impact
of public financial reform on government performance, and the contribution of
digitalization to the efficiency of the state financial system. Each finding from the
literature is compared and synthesized to form a comprehensive understanding of
the dynamics of public financial governance.

In addition, this research also adopts a thematic synthesis method, which
involves grouping previous research findings into certain categories to find patterns,

similarities, and differences between studies. This approach helps in identifying
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conceptual trends and best practices that can be used as a reference for the future
development of public financial governance.

Finally, all data is analyzed narratively, emphasizing the interpretation of the
linkages between conceptual variables. The qualitative approach allows the
researcher to understand the phenomenon of public financial governance in depth,
without being trapped by mere numbers or quantitative data. Thus, the results of
this research are expected to contribute theoretically and practically to the
strengthening of a public financial system that is transparent, accountable, and

adaptive to technological developments.

4. Results

The results of the literature review show that public financial governance has
a very strategic role in realizing an effective, efficient, transparent, and accountable
government. Based on the synthesis of the literature, it can be concluded that good
public financial governance practices directly contribute to increasing public trust,
efficiency in resource management, and a country’s fiscal stability. The main
elements in modern public financial governance include fiscal transparency,
institutional accountability, public participation, and digital technology support that
strengthens the oversight system (Kokogho et al., 2024).

The analysis results show that public financial transparency is the most
influential factor on the quality of fiscal governance. Transparency allows the public
to openly access information related to the planning, execution, and evaluation of

the budget. Putra and Sulistyowati (2021) affirms that effective fiscal openness must
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include the provision of information that is not only accurate but also easily
understood by the general public. When fiscal information is presented clearly and
accessibly, the public can assess the extent to which the government is responsible
for its financial policies. In this context, transparency is not only an administrative
obligation but also a means to strengthen government legitimacy.

Furthermore, the literature results show that public accountability is a
component that complements transparency. Accountability demands clear
responsibility for the management of state finance, both at the executive and
legislative levels. According to Van et al. (2020), a strong fiscal accountability system
functions as a control mechanism that prevents budget misuse and ensures that
public funds are used in accordance with established goals. In practice, accountability
is measured through timely financial reporting, independent auditing, and public
involvement in budget oversight.

In addition, the results of the study indicate that public financial reform is an
important strategy in strengthening the governance system. This reform includes
improving reporting systems, increasing the capacity of auditing institutions, and
implementing international-based government accounting standards. Banerjee et al.
(2020) found that sustained reform is able to strengthen fiscal integrity and minimize
the risk of corruption. When public financial institutions improve governance and
enhance the quality of auditing, public trust increases, while resource management
efficiency becomes more optimal.

In the modern context, the role of digital technology is a significant

transformative element in public financial governance. The use of digital systems
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such as e-budgeting, e-audit, blockchain accounting, and open data portals
strengthens transparency and accelerates the financial reporting process. Lino et al.
(2022) show that the application of information technology increases administrative
efficiency and expands public participation in fiscal oversight. Digital systems enable
taster public access to government financial reports while reducing the potential for
data manipulation. With technology, every financial transaction can be tracked in
real-time, thereby narrowing the space for corrupt practices.

However, the study results also reveal a number of challenges still faced in the
implementation of public financial governance. One of them is the weak institutional
capacity and human resources in managing digital-based financial systems. Although
technology expands access to fiscal data, not all government agencies have the
adequate technical capacity and infrastructure to utilize it optimally. Grossi et al.
(2020) highlight that the modernization of public financial systems is often
hampered by bureaucratic resistance, lack of training, and organizational
unpreparedness in facing technological change. This indicates that digitalization
must be accompanied by managerial reform and increased civil servant competence
so that the goals of transparency and accountability are truly achieved.

In addition to institutional aspects, organizational culture and civil servant
integrity are also important challenges in creating good governance. The study by
Shenkoya (2023) emphasizes that the success of public financial governance depends
not only on systems and procedures but also on the ethical values inherent in the
bureaucracy. An organizational culture that upholds openness, responsibility, and

public service will strengthen the implementation of good governance principles.
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Conversely, if the bureaucratic culture is still closed and unaccountable, the
application of transparency and accountability systems will be difficult to realize even
with supporting technology in place. Within the framework of the literature synthesis
results, it was found that public involvement is a key element in strengthening the
effectiveness of public financial governance. Community participation in the budget
preparation, implementation, and evaluation processes creates social control over
the use of public funds. When the public has access to financial data and is involved
in the policy process, the government will be encouraged to be more cautious and
responsible in fiscal decision-making (Lee, 2020). Public participation also
strengthens fiscal democracy, as the financial decisions made by the government will
be more aligned with the needs of the community.

Furthermore, the study results confirm that public financial governance has a
positive impact on long-term economic stability. Governments that implement the
principles of transparency and accountability have a higher level of market
confidence, which in turn encourages investment and economic growth (Lubis,
2023). Credible institutions in public financial management are also better able to
withstand fiscal shocks and maintain sustainable development. In this context,
public financial governance serves as the foundation for healthy and globally
competitive government governance.

Conceptually, the literature results show that public financial governance is
not just an administrative process but a strategic mechanism in national
development. A transparent and accountable financial system reflects the

government’s capacity to manage resources with responsibility and efficiency. In the
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digital era, the implementation of technology-based public financial governance
enables broader, collaborative, and participatory oversight. The government is no
longer the sole actor managing public finance but rather part of a governance
ecosystem that involves independent auditors, academics, and civil society. In
addition to the tangible benefits, the research also found new potential risks due to
the digitalization of public finance, such as data security, fiscal privacy, and cyber
risk. Therefore, strengthening information security policy is inseparable from the
development of digital financial systems. The government needs to ensure that the
digital infrastructure used for public financial management has adequate protection
to prevent data breaches and information manipulation (Paul et al., 2023). Thus, the
success of modern public financial governance requires a balance between
information openness and fiscal data security.

The research results confirm that the success of public financial governance
depends on the synergy between four main components: transparency,
accountability, public participation, and digitalization. These four aspects are
interconnected and strengthen each other. Transparency creates information
openness; accountability ensures institutional responsibility; public participation
builds social trust; and digitalization expands the reach and efficiency of governance.
This synergy results in a public financial system that is integral, effective, and
adaptive to global changes, enabling governments not only to anticipate and respond
proactively to evolving fiscal pressures but also to reinforce institutional resilience,
uphold public accountability, and manage financial resources with greater strategic

precision, thereby fostering sustainable economic growth, strengthening social
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equity, enhancing public service delivery, and securing long-term national stability
and competitiveness within an increasingly dynamic, uncertain, and interconnected

global landscape.

5. Discussion

The results of the literature review show that good public financial
governance plays an important role in creating fiscal stability, public trust, and the
effectiveness of government policy. This discussion focuses on the interpretation of
tindings that confirm the relationship between transparency, accountability, policy
reform, and digitalization in strengthening the integral public financial system.
Transparency is the main foundation for effective public financial governance.
Openness of budget information allows the public, auditing institutions, and other
stakeholders to objectively oversee the use of public funds. Putra and Sulistyowati
(2021) asserts that fiscal transparency not only increases bureaucratic efficiency but
also creates government legitimacy in the public eye. In the context of modern
governance, transparency is not just about the publication of financial data, but also
about how that information can be accessed, understood, and used to increase
accountability.

Public Accountability is the dimension that strengthens institutional
responsibility for financial results and fiscal policy. When public officials and
government institutions are obliged to clearly account for the use of public funds,
the potential for deviation can be minimized. According to Van et al. (2020),

effective accountability must be supported by an independent audit system and a
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results-based performance evaluation mechanism. The existence of financial
examination institutions, such as the national audit body, is an important element in
ensuring that every fiscal decision complies with the principles of efficiency and
regulatory compliance.

Public financial governance reform is needed to overcome structural
weaknesses in the state financial system. This reform includes modernizing reporting
systems, simplifying bureaucracy, and increasing institutional capacity to adapt to
new challenges, including the risk of corruption and inefficiency. Banerjee et al.
(2020) argue that consistent reform will strengthen fiscal accountability and
transparency because it encourages a change in institutional culture that is more open
and performance-oriented. Effective reform not only improves administrative
procedures but also strengthens ethical values and professionalism in public financial
management.

Digitalization of financial governance is a transformative factor that
accelerates the achievement of good governance principles. The application of
technology-based financial systems such as e-budgeting, open data platforms, and e-
audit has increased efficiency, accelerated the reporting process, and expanded
public participation in fiscal oversight. Permatasari (2020) show that digitalization
minimizes the potential for data manipulation and increases transparency between
institutions. However, challenges such as cybersecurity, fiscal privacy protection, and
the digital divide must be a concern in the implementation of this system. This
discussion confirms that the success of public financial governance depends not only

on legal instruments and technological systems but also on ethical commitment and
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public participation. The synergy between transparency, accountability, reform, and
digitalization will form an adaptive, integral, and sustainable public financial

ecosystem.

6. Conclusion

Public financial governance is a fundamental pillar in realizing a government
that is transparent, accountable, and oriented towards public welfare. The results of
the literature review indicate that the application of good governance principles in
public financial management contributes directly to increased public trust, budget
efficiency, and the effectiveness of fiscal policy. Transparency and accountability are
proven to be two mutually reinforcing elements in ensuring the efficient and
compliant use of public funds. Sustainable public financial reform, supported by the
application of digital technology such as e-budgeting and e-audit, further strengthens
the oversight system and expands public participation. Digitalization creates open
information access and accelerates financial reporting while reducing the potential
for data manipulation.

However, the success of this system’s implementation still depends on
institutional capacity, bureaucratic ethics, and human resource readiness. Thus, to
achieve integral public financial governance, the government needs to combine
structural reform with strengthening an organizational culture that emphasizes
integrity and responsibility. Collaboration between the government, auditing
institutions, academics, and civil society is key to building a public financial system

that is adaptive, transparent, and sustainable. Good public financial governance is
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not just an administrative tool but also a symbol of commitment to fairness,

efficiency, and public trust in the management of state resources.
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