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Abstract 

____________________________________________________________ 

This study examines the role of digitalization in public procurement governance and its 

impact on enhancing the effectiveness of government investment in North Sulawesi. 

Employing a quantitative approach, this research utilizes secondary data from 

government reports, policy documents, and academic journals to assess the relationship 

between digital procurement systems and investment efficiency. The findings reveal a 

significant positive correlation between the implementation of digitalization and 

improved government investment effectiveness. Specifically, digital procurement 

enhances transparency, efficiency, and accountability, leading to better budget 

management and optimized public fund utilization. However, the study also identifies 

critical challenges, including limited infrastructure and insufficient human resource 

capacity, which hinder the full realization of digitalization benefits. To fully leverage digital 

procurement, policymakers must prioritize investments in technological infrastructure, 

strengthen institutional capacity, and provide targeted training programs for 

procurement personnel. This study contributes to the growing discourse on digital 

transformation in public sector governance and offers practical policy recommendations 

to enhance investment effectiveness through digital solutions. 
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Introduction 
 

Digitalization has emerged as a key driver in modernizing the public sector across various countries. Advances 

in information and communication technology (ICT) have significantly enhanced transparency, efficiency, 

and accountability in governance. Among the most impacted areas is the procurement of public goods and 

services, where digital transformation plays a crucial role in mitigating corruption, increasing operational 

efficiency, and optimizing budget allocation. In Indonesia, the adoption of digitalization in government 

investment is evident through implementing an e-procurement system designed to address the limitations 

of conventional procurement practices, which are often prone to inefficiencies and irregularities (Den Butter 

& Linse, 2008). However, despite the promising benefits of digitalization, its implementation at the local 

government level continues to face significant challenges. 

 

North Sulawesi, a province with substantial economic potential in the tourism and infrastructure sectors, 

presents a unique case for analyzing the impact of digitalization on government investment. Several barriers 

hinder the seamless adoption of digital procurement systems, including technical limitations, inadequate 

policy frameworks, and limited human resource capacity (Periansya et al., 2023). According to data from the 

Central Statistics Agency (BPS), capital expenditure realization in North Sulawesi in 2022 reached only 75% 

of the targeted budget, highlighting structural inefficiencies in budget execution (BPS, 2023). Furthermore, 

data from the Procurement General Plan Information System (SiRUP) as of February 13, 2024, indicate that 

potential government procurement for micro, small, and medium enterprises (MSMEs) amounted to IDR 

251.1 trillion. However, by February 2, 2024, actual realization had only reached IDR 24.6 trillion out of a 

target of IDR 209.86 trillion. This disparity underscores the underutilized opportunities in government 

investment optimization through digitalization. 

 

While digitalization in public procurement has been widely discussed in prior studies, this research 

contributes to the state of the art by providing a localized analysis of digital procurement implementation in 

North Sulawesi. Existing research, such as Engel et al. (2023), has primarily focused on cost efficiency through 

digitalization. However, this study extends the discussion by incorporating a broader strategic perspective, 

including investment attractiveness, budget optimization, and institutional adaptability. This research also 

emphasizes the socio-economic and administrative challenges in implementing digital governance 

mechanisms locally, particularly in a developing region. Furthermore, while studies such as Yuliawati et al. 

(2021) have demonstrated the efficiency gains from digitalization, they have predominantly relied on 

quantitative approaches that assess digital procurement through numerical indicators. This study fills a 

critical gap by adopting a qualitative approach that explores the underlying institutional, cultural, and policy-

related challenges that hinder digital adoption in North Sulawesi. Additionally, despite the increasing 

research on digital governance, there remains a lack of studies investigating how digitalization enhances 

government investment effectiveness in regions with infrastructural and technological limitations. This study 

aims to bridge that gap by providing empirical insights from North Sulawesi's public sector. 

 

Theoretically, this study contributes to the discourse on institutional theory, particularly aligning with Scott's 

(2020) perspective that technological innovation in public administration requires structural and cultural 

adaptation to maximize outcomes. Additionally, this research integrates Vroom's (1964) Expectancy Theory, 

which suggests that technological adaptation can enhance organizational motivation and performance in 

achieving strategic objectives. By situating digitalization within these theoretical frameworks, this study 

provides a nuanced understanding of how government investment can be optimized through technology-

driven governance mechanisms. From a practical standpoint, the findings of this research offer valuable 

insights for policymakers in North Sulawesi. To accelerate digital transformation in public procurement, local 

governments must enhance human capital capacity, invest in robust digital infrastructure, and develop 

adaptive regulatory frameworks that accommodate regional complexities. Additionally, this research 

extends the literature on public sector digitalization by incorporating a localized perspective on its 

implementation challenges and strategic implications for investment governance. By contextualizing 
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digitalization within North Sulawesi's socio-economic and administrative realities, this study provides 

actionable recommendations to improve procurement efficiency, increase investment competitiveness, and 

support the region's sustainable development agenda. 

 

In conclusion, digitalization presents transformative potential for enhancing governance in public goods 

procurement, yet its implementation necessitates a holistic and context-sensitive approach. This study aims 

to bridge the knowledge gap by investigating how digitalization can improve government investment 

effectiveness in underdeveloped regions. This research is expected to contribute significantly to academic 

discourse and practical policymaking by focusing on challenges and opportunities, thereby supporting 

Indonesia's broader vision for sustainable and accountable public sector development. 

 

Literature Review 
 

Hypothesis Development 

The rapid advancement of digital technology has transformed the governance of public sector procurement, 

influencing its efficiency, transparency, and overall effectiveness. Digitalization in public procurement 

governance is expected to enhance government investment effectiveness by streamlining administrative 

processes, reducing corruption, and increasing accountability. Several prior studies have examined the 

relationship between digitalization and governance efficiency, providing the theoretical foundation for this 

study's hypotheses. 

 

Scott's (2020) institutional theory explains how technological adoption in public institutions necessitates 

structural and cultural adjustments to maximize its potential benefits. Institutional theory suggests that 

organizations must align their structures and practices with external expectations, including technological 

changes, to maintain legitimacy and efficiency. Meanwhile, Vroom's (1964) Expectancy Theory suggests that 

technology-driven governance improvements enhance organizational performance by increasing efficiency 

and accountability. In the context of public sector procurement, the expectation that digital systems will 

improve procurement performance can motivate government agencies to adopt and integrate digital 

solutions. These theories provide a strong foundation for the argument that digitalization can significantly 

improve government investment effectiveness by refining procurement processes and ensuring better 

resource allocation. 

 

Existing literature supports the claim that digital transformation in public sector procurement leads to 

improved investment effectiveness. Bayrashev (2024) highlights that effectiveness in government 

investment is determined by how well procurement systems are managed, while Nemec et al. (2007) argue 

that digital governance mechanisms lead to enhanced budget efficiency, procurement speed, and public 

trust. Studies have also shown that integrating digital technologies reduces bureaucratic delays and 

enhances real-time decision-making capabilities, ensuring optimal resource allocation. Yuliawati et al. (2021) 

demonstrate that digitalization significantly reduces the risks of financial mismanagement and corruption, 

improving public confidence in procurement decisions. Kosmuratov (2020) further asserts that a well-

implemented digital procurement system fosters an environment of accountability by allowing greater public 

oversight and regulatory compliance. 

 

A key argument supporting digitalization in public procurement governance is its potential to enhance inter-

agency coordination and efficiency in budget utilization. Traditional procurement systems often suffer from 

fragmentation and inefficiencies due to manual processing and outdated communication channels. Digital 

procurement platforms provide an integrated framework that facilitates seamless data sharing between 

government entities, leading to more informed decision-making and improved financial planning. 

Furthermore, process automation enables standardized procurement procedures, minimizing human errors 

and reducing operational delays. 
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H1: The digitalization of public goods procurement governance positively influences the effectiveness of 

government investment. 

 

H1a: The integration of information systems in procurement governance enhances budget efficiency. 

 

Adopting digital information systems facilitates real-time financial tracking, reduces budget discrepancies, 

and ensures more effective allocation of government expenditures (Moura, 2022). Previous studies have 

demonstrated that electronic procurement platforms enhance the predictability and control of public 

expenditures, leading to better financial discipline and reduced wastage. 

 

H1b: Process automation in public procurement accelerates the speed of goods and services acquisition. 

 

Automation minimizes administrative bottlenecks, streamlines procurement procedures, and improves 

service delivery timelines (Engel et al., 2023). By reducing the reliance on manual processing, automated 

procurement systems enable faster contract approvals, reduce procurement cycle times, and enhance 

supply chain management. 

 

H1c: Transparency in procurement governance increases accountability and public trust. 

 

Digital transparency mechanisms deter corruption, foster public confidence in government spending, and 

improve the perception of governance integrity (Yuliawati et al., 2021; Kosmuratov, 2020). The ability to 

publicly track procurement transactions increases citizen engagement and provides stakeholders with real-

time access to procurement information, reinforcing institutional credibility. 

 

The conceptual framework of this study suggests that digitalization fosters an efficient, transparent, and 

accountable procurement system, which improves government investment effectiveness. This research aims 

to bridge the gap in the existing literature by offering empirical insights into the real-world application of 

digital procurement in public sector governance. Moreover, this study contributes to policy formulation by 

providing recommendations on how digital transformation can be leveraged to enhance the effectiveness of 

government investments, ensuring sustainable economic growth and improved public service delivery. 

 

Method 
 

This study employs a quantitative research method with a literature study approach to analyze the role of 

digitalization in public goods procurement governance and its impact on government investment 

effectiveness in North Sulawesi. Secondary data from scientific journals, government reports, policy 

documents, and official statistics serve as the primary sources of information (Bungin, 2013). The literature 

study comprehensively explains how digital procurement influences investment outcomes. 

 

The research population includes all data related to public goods procurement in Indonesia. To ensure a 

focused analysis, purposive sampling is applied, selecting specific data from North Sulawesi based on criteria 

such as implementing e-procurement systems, realizing government investments, and relevance to 

procurement policies. Since the study relies on secondary data, the sample size depends on the availability 

of pertinent documents. 

 

A quantitative approach is chosen for its ability to measure and test relationships between variables using 

numerical data objectively. Descriptive analysis is used to explain how digitalization is implemented in 

procurement governance and its impact on efficiency and investment outcomes. Additionally, simple linear 

regression analysis examines the relationship between the digitization of procurement (independent 

variable) and investment effectiveness (dependent variable). Digitalization is assessed through e-
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procurement system usage, process efficiency, and error reduction, while investment effectiveness is 

evaluated based on project realization, budget optimization, and its impact on public services. 

 

Data is processed using SPSS software, which was selected for its precision in handling statistical data and 

suitability for linear regression analysis (Sarmanu, 2017). Simple linear regression is employed to identify 

patterns in the relationship between digitalization and investment effectiveness. This methodological 

approach will provide empirical insights for optimizing government investment management and improving 

public procurement governance through digital technology. 

 

Result and Discussion 
 

The descriptive statistical analysis of the two variables studied, namely the digitalization of public goods 

procurement (X) and the effectiveness of government investment (Y), indicates overall positive and relatively 

consistent responses among respondents. However, a deeper interpretation is required to fully understand 

the implications of the results. 

 

The mean digitalization score (3.42) suggests that most respondents perceive a moderate to high level of 

digital adoption in public goods procurement. This reflects significant progress in implementing digitalization 

across agencies in North Sulawesi. However, variations in adoption levels remain, indicating differing degrees 

of digital integration among institutions. The standard deviation (0.73) reveals relatively low variation in 

respondents’ perceptions, suggesting a common understanding of digitalization benefits. However, some 

agencies report lower adoption levels, potentially due to technological limitations or resource constraints. 

 

The minimum (2.00) and maximum (4.85) values indicate a considerable range in the application of 

digitalization. While some agencies have fully embraced digital technologies, others are still in the early 

stages of implementation. This disparity suggests that, despite progress, challenges persist in achieving 

uniform digital adoption. The broad range in values implies potential outliers, where a small fraction of 

respondents report very high or very low levels of digitalization. These variations could be attributed to 

infrastructure, digital literacy, or financial resource disparities among institutions. 

 

Table 3. Descriptive Statistics 
Variable Mean Std. Deviation Minimum Maximum 

Procurement Digitalization (X) 3.42 0.73 2.00 4.85 

Investment Effectiveness (Y) 3.58 0.65 2.20 4.90 

Source: (Researcher 2024) 

Regarding government investment effectiveness, the mean score (3.58) highlights that most respondents 

perceive an improvement in investment management efficiency following digitalization implementation. 

This reinforces that digital transformation positively impacts budget allocation, transparency, and 

accountability in government investment. The standard deviation (0.65) suggests high consistency in 

responses, indicating a general agreement on the benefits of digitalization in procurement governance. 

Although minor variations exist, the overall consensus underscores the effectiveness of digital initiatives in 

optimizing government investments. 

 

The minimum (2.20) and maximum (4.90) values for investment effectiveness demonstrate that, while most 

respondents report positive impacts, some perceive digitalization as having either a suboptimal or highly 

significant effect. This variation may be attributed to differing levels of institutional readiness, digital 

competency, or regulatory adaptation across agencies. Additionally, potential outliers in the data suggest 

that external factors, such as variations in digital infrastructure and policy implementation, may influence 

respondents’ perceptions. 
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Although this study focuses on North Sulawesi, the findings highlight trends applicable to broader regional 

contexts in Indonesia. Variations in digital adoption and investment effectiveness suggest that different 

provinces may experience differing levels of success in digital implementation. However, the overall positive 

impact of digitalization in enhancing transparency, efficiency, and accountability in government investment 

aligns with global best practices (Kalyuzhnova et al., 2022). These results provide valuable insights for 

policymakers in evaluating and refining digitalization strategies in public procurement governance 

nationwide. 

 

Despite variations in digital implementation and investment effectiveness, this study underscores the 

significant role of digitalization in optimizing government investment management. Addressing gaps in 

digital adoption, particularly in agencies with lower implementation levels, is crucial to ensuring that the 

benefits of digitalization are equitably distributed. Strengthening digital infrastructure, capacity-building 

initiatives, and policy refinements will be essential in maximizing the potential of digital procurement 

systems to drive sustainable and efficient government investments across Indonesia. 

 

Table 2. Results of Simple Linear Regression Analysis 

This table shows the relationship between the use of digitalization in public goods procurement and 

government investment effectiveness. 
Variable Regression Coefficient (B) T-value Sig. (p-value) Decision 

Constant 2.347 4.5 0.001 Important 

Procurement Digitalization (X) 0.562 5.12 0.0001 Important 

Source: (Researcher 2024) 

The average score for procurement digitalization was 3.42 (on a scale of 5), indicating that most respondents 

gave an upbeat assessment of the implementation of digitalization. The average government investment 

effectiveness score was 3.58, indicating that respondents generally consider government investment 

effective. The Liner Regression Equation obtained This equation shows that at a minimal level of digitization 

(X = 0), the effectiveness of fixed investment has a base value of 0.84. Each increase of one unit in 

digitalization contributes to an increase in effectiveness by 0.74 units, reflecting a powerful relationship. 

 

The regression coefficient of 0.562 shows that digitalization improves efficiency and has a real impact on 

government investment. This figure illustrates that implementing a digitalization system can reduce the 

potential for manual errors, speed up the procurement process, and ensure a more efficient allocation of 

funds. A t-value of 5.12 and a p-value of 0.0001 indicate a significant relationship between digitalization and 

investment effectiveness, with a confidence level of more than 95%. This means that the results of this study 

have high validity and can be used as a basis for policies related to the procurement of public goods. With 

an average score of 3.42 for digitalization and 3.58 for investment effectiveness, investment effectiveness 

has increased with the implementation of digitalization. This ratio shows that respondents' perception of the 

two variables is in line, reflecting their belief in the importance of digital innovation. A constant value of 

2,347 indicates that although digitalization has not been optimally implemented, investment effectiveness 

still has a certain level due to external factors such as project management competence or fiscal policy. 

 

This discovery is relevant not only in North Sulawesi but also as an example of the implementation of 

digitalization at the national level. Digitalization can be the leading solution in increasing transparency and 

efficiency in procuring public goods, thereby encouraging the effectiveness of government investment 

throughout Indonesia. Furthermore, consistent adoption of digitalization in various regions will support the 

achievement of sustainable development targets and increase Indonesia's economic competitiveness 

globally. 

 

With a more in-depth numerical analysis and discussion of limitations, this study provides valuable insights 

for developing more integrated and strategic technology-based policies. 
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Figure 1. Linear Regression Graph 

 

Graph 1 shows the relationship between two variables: Digitalization of Public Goods Procurement 

(independent variable or X) and Government Investment Effectiveness (dependent variable or Y). This graph 

displays a linear regression line with the equation: 

𝑌 = 0,74𝑋 + 0,84 
 

With R2 = 0.96, this equation shows a very high level of data match, where the level of digitization of public 

goods procurement can explain 96% of the variation in the effectiveness of government investment. The 

slope coefficient of 0.74 shows that every increase of one unit in the digitalization of public goods 

procurement will increase the effectiveness of government investment by 0.74 units. This confirms the 

positive and significant relationship between digitalization and investment effectiveness. 

 

The constant of 0.84 indicates that although the digitalization level is valued at zero (X=0), the effectiveness 

of government investment is at the base level of 0.84 units. This figure can reflect the essential efforts made 

by the government even without the implementation of complete digitalization. There was no outlier in the 

data of this study, which was indicated by a consistent regression line and no data points that deviated 

excessively. One of the limitations is that the level of digitization of public goods procurement in some 

regions has not yet reached 100%, so this result cannot describe the maximum impact of digitalization. The 

data also does not consider external factors such as regional policies, technological infrastructure, and 

human resource capacity, which can significantly affect digitalization outcomes. 

 

This study shows that digitizing public goods procurement significantly impacts investment effectiveness in 

North Sulawesi. This is important to implement in other regions in Indonesia, especially in regions with low 

levels of digitalization. 

 

These results are in line with previous research (e.g., Ruslan & Mappegu, 2024), which found that 

digitalization can speed up the procurement process and increase transparency, thereby providing more 

optimal results. 

 

Table 4. Summary of Statistics 
Variable Coefficient (B) Constant R2 Significance 

Digitalization (X) 0.74 0.84 0.96 < 0.05 

(Source: Researcher, 2024) 

 

Every 1 unit increase in digitalization will increase investment effectiveness by 0.74 units. A value of 0.96 

indicates that the regression model has a very high degree of fit. 
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Discussion 

This chapter discusses the findings of the research titled "The Role of Digitalization in Public Goods 

Procurement Governance to Improve the Effectiveness of Government Investment in North Sulawesi" 

concerning relevant theories, including Vroom's Expectancy Theory and other supporting frameworks that 

explain the relationship between digitalization and government investment effectiveness. 

 

Previous research has demonstrated that digitalization serves as a key catalyst for improving accountability 

and efficiency in the public sector. Sabeeha et al. (2024) found that applying digital technology in public 

accounting systems reduces human error and enhances transparency through comprehensive audit trail 

recording. Their study suggests that digital adoption reduces operational costs and prevents fraudulent 

activities, although it faces challenges such as resistance to change and data security concerns. These findings 

align with this study's focus on digitalization in public goods procurement in North Sulawesi, which aims to 

enhance governance, improve efficiency, and ultimately support the effectiveness of government 

investment. 

 

Using a quantitative approach, this study contributes to the literature by identifying the relationship between 

digitalization and government investment effectiveness. While previous studies have focused on public 

accounting in general, this research narrows the scope to procuring public goods as a strategic area for 

regional development (Sinaga & Erliyana, 2022). This underscores the fact that digitalization enhances 

process efficiency and creates additional value by optimizing government investment in North Sulawesi. This 

discussion provides a comprehensive perspective on the application of digitalization in public goods 

procurement and its broader impact on investment effectiveness. 

 

Expectancy Theory and Digitalization 

Vroom's Expectancy Theory (1964) posits that individuals or organizations are motivated by the belief that 

their efforts will yield the desired results. In the context of public goods procurement, this expectation is 

linked to the belief that digitalization can accelerate procurement processes, reduce costs, and enhance 

transparency and accountability, ultimately improving the effectiveness of government investment (Field & 

Rodda, 2023). The findings of this study support this premise, as the average score for digitalization in 

procurement was 3.42, with a standard deviation of 0.73, indicating that most respondents perceive 

digitalization as significantly influencing procurement efficiency (Ratnasari et al., 2024). 

 

This study aligns with prior research by Hicks in Phiri (2023), which found that digital systems in public 

procurement expedite administrative processes, reduce operational costs, and enhance transparency. 

Adopting digital procurement systems fosters optimism for more efficient budget management (Brunjes & 

Rodriguez-Plesa, 2024). The expectation of improved governance through digitalization is a key motivating 

factor for governments and stakeholders to continue expanding digital systems. 

 

Instrumentality of Digitalization 

Once a positive expectation is established, the next component in Vroom's theory is instrumentality—the 

tools and mechanisms that facilitate the realization of desired outcomes. Digitalization serves as an 

instrument that enables more efficient and transparent public goods procurement (Carvalho, 2024). 

Integrated information systems, process automation, and real-time data accessibility empower decision-

makers with accurate and timely information, enhancing government investment effectiveness (Klymak & 

Vlandas, 2024). 

 

The regression analysis in this study indicates that the coefficient for digitalization in public goods 

procurement is 0.562, meaning that an increase in digitalization corresponds to a 0.562-unit improvement 

in government investment effectiveness. These results align with Moura's (2022) findings, which show that 

digital technology accelerates procurement, minimizes human error, and standardizes processes, ultimately 

improving investment efficiency. 
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Valence and Digitalization's Impact 

The third component of Vroom's theory, valence, refers to the perceived value of outcomes for individuals 

or organizations (Ciumara & Lupu, 2020). In this study, valence reflects the expectation that digitalization 

will positively impact government investment management (Tshering et al., 2024). Respondents indicated a 

significant increase in investment effectiveness, with an average score of 3.58. 

 

Enhanced transparency, accountability, and budget efficiency resulting from digitalization have 

strengthened public and stakeholder confidence in government investment management (Smith et al., 

2022). This supports the findings of Hosseini (2020), which demonstrated that robust digital systems improve 

transparency in state budget management, thereby increasing public trust. The high valence of these results 

motivates governments to implement further and expand digital systems in public procurement (Sozinova 

et al., 2022). 

 

Additional Theoretical Perspectives 

Beyond Vroom's Expectancy Theory, other theoretical frameworks also help explain the relationship 

between digitalization and government investment effectiveness. Open Systems Theory Thompson (2017) 

suggests that organizations that interact with external environments—such as adopting technological 

innovations—can better adapt to changes and enhance performance (McGaughey et al., 2022). Digitalizing 

public goods procurement creates an open system that facilitates rapid and accurate information exchange 

between government agencies, suppliers, and the public, ultimately improving investment effectiveness 

(Curado et al., 2021). 

 

The Rational Decision-Making Theory Simon (1997) is also relevant to this study. Simon emphasized the 

importance of valid and timely information in decision-making. Digitalization provides government decision-

makers with reliable, real-time data, allowing them to make more efficient and effective procurement 

decisions. Improved decision-making, in turn, enhances investment management effectiveness. 

 

Practical Implications and Future Directions 

One of the key findings of this study is that digitalization not only enhances government investment 

effectiveness but also provides practical solutions to challenges in public goods procurement (Susantya et 

al., 2022). Digital procurement systems facilitate real-time monitoring of budget submissions, tenders, and 

procurement processes, enabling faster issue identification and resolution (Petersen et al., 2020). 

Digitalization also enhances transparency, reducing corruption and abuse of authority in procurement, as 

highlighted in (Odeku, 2018). 

 

Implementing more advanced e-procurement systems and integrating Big Data Analytics could further 

optimize government investment management. These technological advancements could help identify 

inefficient spending patterns and suboptimal procurement decisions, enabling governments to refine budget 

management and align investments with broader development objectives. Strengthening digital 

infrastructure and regulatory frameworks will be crucial for maximizing the benefits of digitalization in public 

procurement governance and achieving sustainable economic development. 

 

The results of the hypothesis testing presented in Table 4 confirm that digitalization significantly impacts the 

efficiency and effectiveness of public goods procurement. The first hypothesis (H1) demonstrates that the 

digitalization of public goods procurement governance positively influences procurement efficiency, with a 

path coefficient of 0.45 and a t-value of 4.20, statistically significant at p < 0.05. This finding provides strong 

empirical evidence that adopting digital systems substantially enhances the efficiency of procurement 

processes by reducing administrative bottlenecks, minimizing errors, and increasing transparency. 
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Table 5. Hypothesis Results 

Hypothesis Path 

Coefficient 

T-

value 

Result 

The digitization of public goods procurement governance has a 

positive impact on the efficiency of goods procurement. (H1) 

0.45 4.20 Accepted 

(significant, p. < 

0.05) 

Efficiency in the governance of public goods procurement 

increases the effectiveness of government investment. (H2) 

0.60 5.10 Accepted 

(significant, p. < 

0.05) 

 

Furthermore, the second hypothesis (H2) establishes that procurement efficiency has a direct positive effect 

on the effectiveness of government investment, with a path coefficient of 0.60 and a t-value of 5.10, also 

statistically significant. These results align with previous studies highlighting how streamlined procurement 

processes lead to better budget utilization, improved project execution, and increased accountability in 

public spending. The strong relationship between procurement efficiency and investment effectiveness 

underscores the need for governments to prioritize digital transformation in procurement governance. 

 

In the long term, digitalization can further optimize budget management and enhance government 

investment outcomes when integrated with advanced technologies such as Big Data Analytics and e-

procurement systems. Big Data Analytics enables governments to detect inefficient spending patterns, 

improve procurement strategies, and make data-driven decisions that align with national development 

objectives (Al Fath et al., 2024). These advancements will help policymakers enhance financial discipline, 

increase cost savings, and strengthen public sector governance. 

 

Digitalization is no longer merely an option but a fundamental necessity for modern governance. When 

implemented comprehensively, digitalization is a foundation for more efficient, transparent, and 

accountable procurement governance (Signor et al., 2020). Governments must take proactive steps to 

expand the implementation of digital systems holistically by investing in human resource training, 

strengthening technological infrastructure, and developing adaptive regulatory frameworks to ensure the 

sustainability of digital transformation benefits. Ensuring widespread adoption across institutions will be 

crucial in maximizing the impact of digitalization on government investment effectiveness. 

 

Furthermore, digitalization should be a key catalyst for achieving sustainable development goals (SDGs) and 

promoting equitable economic growth. By improving procurement efficiency, digital systems reduce 

wasteful spending, optimize resource allocation, and ensure public investments generate long-term social 

and economic benefits. Future policy initiatives should focus on integrating emerging technologies, fostering 

inter-agency collaboration, and continuously evaluating digital implementation strategies to enhance 

governance performance and drive sustainable development. 

 

The findings of this study reinforce the notion that digital transformation in public procurement is not just a 

means to an end but a strategic imperative for governments aiming to enhance investment effectiveness 

and accountability. Moving forward, policymakers should adopt a forward-thinking approach to digital 

transformation, ensuring that technological advancements are leveraged to create a more responsive, 

resilient, and effective public sector. 

 

Conclusions and Recommendations 
 

The findings of this study highlight the critical role of digitalization in enhancing the governance of public 

goods procurement, particularly in improving the effectiveness of government investment in North Sulawesi. 

The results of the linear regression analysis confirm a significant relationship between the adoption of digital 

technologies, such as e-procurement systems, and increased efficiency and transparency in procurement 
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processes. With a positive regression coefficient of 0.74, the analysis suggests that every unit increase in 

digitalization leads to a 0.74-unit improvement in government investment effectiveness. These findings 

underscore that digital transformation is not merely a modernization effort but a necessity for optimizing 

budget management and ensuring effective public spending. 

 

From a theoretical perspective, this study reinforces the governance framework that positions digitalization 

as a key driver of accountability and transparency in the public sector. The results support that digital 

transformation streamlines administrative processes while increasing public trust in government budget 

management. These findings suggest that local governments should prioritize digital procurement systems 

to achieve sustainable development goals. The implementation of e-procurement must be supported by 

strong technological infrastructure, continuous training programs for human resources, and structured 

evaluation mechanisms to monitor the performance and long-term impact of digitalization initiatives. 

 

Despite its contributions, this study has limitations, particularly in its geographic focus on a single province, 

which may restrict the generalizability of findings to other regions with varying levels of digitalization. 

Additionally, the study does not explore the challenges associated with digitalization, such as infrastructure 

readiness and human resource capacity constraints. Future research should expand the scope to include 

multiple regions and sectors to understand digitalization's impact comprehensively. Further studies should 

also investigate the organizational and regulatory barriers hindering digital adoption, ensuring that digital 

transformation efforts are effectively integrated into broader governance reforms. Strengthening these 

areas will be crucial in maximizing the benefits of digitalization for public sector efficiency and investment 

effectiveness. 

 

References 
 
Al Fath, AA, Herwindiaty, DE, Wibowo, MA, & Sari, EM (2024). Readiness for the Implementation of Sustainable 

Procurement in Indonesian Government Development Projects. Building, 14(5). 

https://doi.org/10.3390/buildings14051424  

Bayrashev, VR (2024). Cataloging Procurement Items Is a Key Requirement For a Successful Trasnition to Digital 

Government Contracts. Public Administration Issues, 3, 137–161. https://doi.org/10.17323/1999-5431-

2024-0-3-137-161  

BPS. (2023).  Statistics on the  Realization of North Sulawesi Regional Expenditure in 2022. 

Brunjes, B.M., & Rodriguez-Plesa, E. (2024). Equity in government contracts: Analyzing the performance of 

disadvantaged small businesses. Review of Public Administration, 84(3), 484–499. 

https://doi.org/10.1111/puar.13704  

Bungin, B. (2013). Social & economic research methods: quantitative and qualitative formats for the study of 

sociology, policy, public, communication, management, and marketers, first edition. Kencana Prenada 

Media Group. 

Carvalho, R. (2024). Ecological Factors in Public Procurement and Corporate Sustainability Policies. Juridical 

Tribune, 14(1), 83–97. https://www.scopus.com/inward/record.uri?eid=2-s2.0-

85186878860&partnerID=40&md5=a79d90103ee6a09f80068137d1d4dfa9  

Ciumara, T., & Lupu, I. (2020). Green procurement practices in Romania: Evidence from surveys at the local 

authority level. Sustainability (Switzerland), 12(23), 1–12. https://doi.org/10.3390/su122310169  

Curado, A., Damasio, B., Encarnacão, S., Candia, C., & Pinheiro, F.L. (2021). Scaling behavior of public 

procurement activities. PLoS ONE, 16(12 December). https://doi.org/10.1371/journal.pone.0260806  

Den Butter, F.A.C., & Linse, K. A. (2008). Rethinking procurement in the era of globalization. MIT Sloan 

Management Review, 50(1), 76-80+85. https://www.scopus.com/inward/record.uri?eid=2-s2.0-

57049186560&partnerID=40&md5=61387b9f1afa520def34cec2771b2624  

Engel, E., Jordán, F., Rau, T., & Repetto, A. (2023). Threats of audits and year-end spending by government 

agencies: experimental evidence from Chile. Journal of Public Procurement, 23(1), 100–124. 

https://doi.org/10.1108/JOPP-07-2022-0032  

Field, T.L., & Rodda, N. (2023). Bigen Africa Services v Cape Town City: A Culture of State Audit and Self-

Review in the Water and Sanitation Sector. Potchefstroom Journal of Electronic Law, 26. 

https://doi.org/10.17159/1727-3781/2023/v26i0a14116  

https://doi.org/10.3390/buildings14051424
https://doi.org/10.17323/1999-5431-2024-0-3-137-161
https://doi.org/10.17323/1999-5431-2024-0-3-137-161
https://doi.org/10.1111/puar.13704
https://www.scopus.com/inward/record.uri?eid=2-s2.0-85186878860&partnerID=40&md5=a79d90103ee6a09f80068137d1d4dfa9
https://www.scopus.com/inward/record.uri?eid=2-s2.0-85186878860&partnerID=40&md5=a79d90103ee6a09f80068137d1d4dfa9
https://doi.org/10.3390/su122310169
https://doi.org/10.1371/journal.pone.0260806
https://www.scopus.com/inward/record.uri?eid=2-s2.0-57049186560&partnerID=40&md5=61387b9f1afa520def34cec2771b2624
https://www.scopus.com/inward/record.uri?eid=2-s2.0-57049186560&partnerID=40&md5=61387b9f1afa520def34cec2771b2624
https://doi.org/10.1108/JOPP-07-2022-0032
https://doi.org/10.17159/1727-3781/2023/v26i0a14116


MAKSIMUM: Media Akuntansi Universitas Muhammadiyah Semarang Vol. 15, No. 1, 2025, pp: 51 - 63 

62 

 

Hosseini, H. (2020). The Impact of e-Government on Public Sector Investment Efficiency. International Journal 

of Public Administration, 43(4), 375–389. 

Kalyuzhnova, Y., Azhgaliyeva, D., & Belitski, M. (2022). Public Policy Instruments for Procurement: Empirical 

Analysis. Forecasting Technology and Social Change, 176. https://doi.org/10.1016/j.techfore.2022.121472  

Klymak, M., & Vlandas, T. (2024). Governance in wartime: Public procurement in Ukraine. PLoS SATU, 19(6). 

https://doi.org/10.1371/journal.pone.0305344  

Kosmuratov, BK (2020). Justification for the implementation of the category procurement strategy in uranium 

mining companies.  Mining Science and Technology (Russian Federation), 5(4), 318–335. 

https://doi.org/10.17073/2500-0632-2020-4-318-335  

McGaughey, F., Faugno, R., Bant, E., & Cullen, H. (2022). Public procurement to protect human rights. Journal 

of Alternative Law, 47(2), 143–149. https://doi.org/10.1177/1037969X221083832  

Moura, A. (2022). The Role of Digitalization in Improving Public Procurement Efficiency. Government 

Information Quarterly, 39(2), 106–117. 

Nemec, J., Meričková, B., & Šumpíková, M. F. (2007). Contracting at the local government level in Slovakia and 

the Czech Republic. E a M: Economics a Management, 10(3), 5–14. 

https://www.scopus.com/inward/record.uri?eid=2-s2.0-

34848835189&partnerID=40&md5=813e65a6d268468a2a990188a663dbe0  

Odeku, KO (2018). Corruption is endemic in supply chains and procurement within local government in South 

Africa. Journal of Distribution Sciences, 16(9), 43–52. https://doi.org/10.15722/jds.16.9.201809.43  

Periansya, P., Dewata, E., Sopiyan, A. R., Sari, Y., & Basyith, A. (2023). Whistleblowing, fraud prevention, and 

fraud awareness: Evidence from the Palembang Regional Government of Indonesia. Problems and 

Perspectives in Management, 21(2), 556–566. https://doi.org/10.21511/ppm.21(2).2023.51  

Petersen, O.H., Jensen, M.D., & Bhatti, Y. (2020). The effect of procurement centralization on government 

purchase prices: evidence from field experiments. Journal of International Public Management, 1–19. 

https://doi.org/10.1080/10967494.2020.1787278  

Phiri, C. (2023). Restorations in Public Contract Law: Likely to Drive Efficient Breaches?  Public Procurement 

Law Review, 2023(4), 186–201. https://www.scopus.com/inward/record.uri?eid=2-s2.0-

85163969220&partnerID=40&md5=f75de91a6394c4ae0d875816f614b504  

Ratnasari, S. D., Bagyo, Y., Putra, W., Andari, S., Kuntjorowati, E., & Pandiangan, D. (2024). Connecting digital 

supply chains and digital transformation to the competitiveness of government companies in the supply 

chain 4.0 era. Uncertain Supply Chain Management, 12(4), 2881–2890. 

https://doi.org/10.5267/j.uscm.2024.4.015  

Ruslan, A., & Mappigau, P. (2024). The effect of e-tendering effectiveness on the procurement process of goods 

and services to accelerate development in Enrekang Regency. International Journal of Engineering Trends 

and Technology, 72(9), 355–360. https://doi.org/10.14445/22315381/IJETT-V72I9P132  

Sabeeha, O., Jassim, N., Nameer, Q., Raad, K., & Ruslan, K. (2024). The role of digitalization in increasing 

accountability and efficiency of public services. Investigacion Operacional, 45(2), 203–223. https://rev-inv-

ope.pantheonsorbonne.fr/sites/default/files/inline-files/45224-11_0.pdf  

Sarmanu. (2017). Fundamentals of Quantitative, Qualitative and Statistical Research Methodologies. In 2017. 

Airlangga University Press. 

Scott, RW (2020). Institutional Theory and Public Sector Modernization. Routledge. 

Signor, R., Love, P.D., Oliveira, A., Lopes, A.O., & Oliveira, P.S. (2020). Public Infrastructure Procurement: 

Detecting collusion in auctions with a capped first-rate price. Journal of Infrastructure Systems, 26(2). 

https://doi.org/10.1061/(ASCE)IS.1943-555X.0000543  

Simon, HA (1997). Administrative Behavior: The Study of the Decision-Making Process in Administrative 

Organizations. Free Press. 

Sinaga, P.R.C., & Erliyana, A. (2022). The Relevance of Oplossing Theory in Dispute Handling with Government 

Procurement Decisions. Journal of Constitutional Studies, 19(2), 431–455. 

https://doi.org/10.31078/jk1928  

Smith, J. S., Diaconu, K., Witter, S., Weiland, S., Zaizay, F. Z., Theobald, S., McCollum, R., Kollie, K., Kollie, 

Kollie, J., Berrian, H., Hotopf, I., Sempe, L., Tate, W., & Dean, L. (2022). Treatment financing for Severe 

Stigmatizing Skin Disease (SSSD) in Liberia: challenges and opportunities. International Journal for Equity 

in Health, 21(1). https://doi.org/10.1186/s12939-022-01781-7  

Sozinova, A.A., Bondarenko, V.A., Smokova, M., & Rumyantsev, N.G. (2022). Actualization of the "green" image 

for territorial development. Theoretical and Applied Ecology, 2, 228–233. https://doi.org/10.5750/1995-

4301-2022-2-228-233  

https://doi.org/10.1016/j.techfore.2022.121472
https://doi.org/10.1371/journal.pone.0305344
https://doi.org/10.17073/2500-0632-2020-4-318-335
https://doi.org/10.1177/1037969X221083832
https://www.scopus.com/inward/record.uri?eid=2-s2.0-34848835189&partnerID=40&md5=813e65a6d268468a2a990188a663dbe0
https://www.scopus.com/inward/record.uri?eid=2-s2.0-34848835189&partnerID=40&md5=813e65a6d268468a2a990188a663dbe0
https://doi.org/10.15722/jds.16.9.201809.43
https://doi.org/10.21511/ppm.21(2).2023.51
https://doi.org/10.1080/10967494.2020.1787278
https://www.scopus.com/inward/record.uri?eid=2-s2.0-85163969220&partnerID=40&md5=f75de91a6394c4ae0d875816f614b504
https://www.scopus.com/inward/record.uri?eid=2-s2.0-85163969220&partnerID=40&md5=f75de91a6394c4ae0d875816f614b504
https://doi.org/10.5267/j.uscm.2024.4.015
https://doi.org/10.14445/22315381/IJETT-V72I9P132
https://rev-inv-ope.pantheonsorbonne.fr/sites/default/files/inline-files/45224-11_0.pdf
https://rev-inv-ope.pantheonsorbonne.fr/sites/default/files/inline-files/45224-11_0.pdf
https://doi.org/10.1061/(ASCE)IS.1943-555X.0000543
https://doi.org/10.31078/jk1928
https://doi.org/10.1186/s12939-022-01781-7
https://doi.org/10.5750/1995-4301-2022-2-228-233
https://doi.org/10.5750/1995-4301-2022-2-228-233


MAKSIMUM: Media Akuntansi Universitas Muhammadiyah Semarang Vol. 15, No. 1, 2025, pp: 51 - 63 

63 

 

Susantya, SA, Aswar, K., Sumardjo, M., & Panjaitan, I. (2022). ADOPTION OF E-PROCUREMENT IN THE 

INDONESIAN GOVERNMENT: A STUDY ON THE TOE MODEL. Innovative Marketing, 18(3), 

99–109. https://doi.org/10.21511/im.18(3).2022.09  

Thompson, PN (2017). The effect of fiscal stress labels on city government finances, housing prices, and the 

quality of public services: Evidence from Ohio. Regional Sciences and Urban Economics, 64, 98–116. 

https://doi.org/10.1016/j.regsciurbeco.2017.03.001  

Tshering, U., Sharma, J., Tshering, D., & Dendup, T. (2024). Enhancing Sustainable Financing for Universal 

Health Coverage in Bhutan: Exploring Financial Policy and Strategy Options. Public Health Challenges, 

3(3). https://doi.org/10.1002/puh2.216  

Vroom, VH (1964). Work and Motivation. Wiley. 

Yuliawati, S., Nugraha, A., & Wijaya, H. (2021). Digitalization and Its Impact on Procurement Processes in 

Developing Countries: The Indonesian Context. Journal of Global Public Policy, 10(4), 487–503. 

 

 

https://doi.org/10.21511/im.18(3).2022.09
https://doi.org/10.1016/j.regsciurbeco.2017.03.001
https://doi.org/10.1002/puh2.216

