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ABSTRACT

Background: The rapid expansion of digital financial services has transformed governance practices in public
financial institutions, creating new opportunities for financial inclusion while raising challenges related to trust
and accountability. Digital pawn services represent an emerging yet underexplored area within this
transformation. Methods: This study employs a qualitative policy analysis approach using document analysis
and thematic analysis. Data were collected from policy documents, institutional reports, and academic literature
related to digital governance, financial inclusion, and public trust. Findings: The findings reveal that policy
innovation plays a critical role in enabling governance transformation in digital pawn services. This
transformation enhances accessibility and efficiency, particularly for underserved populations. However, the
effectiveness of digital financial services is strongly mediated by public trust, which is shaped by transparency,
system reliability, and institutional credibility. Conclusion: Digital transformation in public financial
institutions is not solely a technological process but a governance-driven strategy that requires alignment
between innovation, regulation, and trust-building mechanisms to achieve inclusive financial outcomes.
Novelty/Originality of this article: This study proposes a trust-mediated governance framework that
integrates policy innovation, governance transformation, and public trust to explain how digital financial
services contribute to financial inclusion, particularly within state-owned enterprise contexts.

KEYWORDS : digital governance; inclusive finance; policy innovation; public trust.

1. Introduction

The rapid advancement of digital technology has fundamentally transformed
governance practices across public sector institutions, including financial service providers.
In recent years, digital transformation has emerged as a strategic priority for governments
and state-owned enterprises (SOEs) seeking to improve efficiency, transparency, and
service accessibility. This transformation is not limited to the adoption of new technologies
but involves broader institutional changes that reshape how public organizations design
policies, deliver services, and interact with citizens. In the financial sector, digital innovation
plays a particularly important role in addressing structural challenges related to financial
inclusion, especially in developing countries where access to formal financial services
remains uneven.
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In Indonesia, the need to expand financial inclusion has become a major policy priority,
given the persistent disparities in access to banking and financial services across regions
and socio-economic groups. As part of this effort, Pegadaian, a state-owned enterprise
specializing in pawn-based financial services, has undertaken a significant digital
transformation. Through the introduction of digital pawn service platforms, Pegadaian aims
to modernize its operations, improve service efficiency, and expand access to financial
services for underserved populations. These initiatives reflect a broader shift toward digital
governance, where technology is integrated into institutional processes to enhance public
value and service delivery outcomes.

However, digital transformation in public financial institutions is not merely a
technological endeavor. It requires substantial changes in governance structures, policy
frameworks, and organizational practices. The success of digital initiatives depends on the
ability of institutions to align technological innovation with governance principles such as
accountability, transparency, and responsiveness. In this context, policy innovation
becomes a key driver of transformation, as it enables organizations to adapt regulatory
frameworks and operational strategies to the demands of a digital environment. Moreover,
the effectiveness of digital financial services is closely linked to public trust, which plays a
critical role in shaping user adoption and engagement.

The concept of digital governance has gained increasing attention in recent years as
governments and public institutions seek to leverage digital technologies to improve
governance outcomes. Digital governance extends beyond e-government by emphasizing
the integration of digital tools into decision-making processes, policy implementation, and
citizen engagement. According to recent studies, digital governance represents a systemic
transformation that combines technological innovation with institutional reform to create
more efficient and transparent governance systems (Mergel et al, 2021; Bannister &
Connolly, 2020). This transformation is closely associated with the concept of public value,
which highlights the importance of delivering services that not only meet efficiency goals
but also enhance legitimacy, trust, and social outcomes.

Digital transformation in the public sector has significantly reshaped governance
structures, service delivery, and citizen engagement. Recent studies highlight that digital
government evolution enhances administrative efficiency and policy responsiveness
(Janowski, 2020; Eom & Hwang, 2021). Furthermore, the integration of digital technologies
in governance systems contributes to greater transparency and accountability, which are
essential for strengthening public trust (Meijer, 2021; Bannister & Connolly, 2020).

In the context of public administration, governance transformation is essential for
ensuring that digital innovation leads to meaningful and sustainable improvements.
Traditional bureaucratic structures often face limitations in adapting to rapidly changing
technological environments, which necessitates more flexible and collaborative governance
models. Scholars have emphasized the importance of adaptive governance, institutional
coordination, and policy coherence in supporting digital transformation (Organisation for
Economic Co-operation and Development, 2022; World Bank, 2023). These elements are
particularly important in the financial sector, where regulatory complexity and risk
considerations require careful alignment between innovation and oversight.

Public trust is another critical dimension of digital transformation, particularly in
financial services where issues of security, reliability, and institutional credibility are
paramount. Trust influences individuals’ willingness to adopt digital platforms, share
personal information, and engage in financial transactions. Studies have shown that trust in
digital services is shaped by multiple factors, including perceived security, transparency,
service quality, and institutional reputation (Ameen et al., 2021; Kaur et al,, 2021). In the
absence of sufficient trust, even well-designed digital systems may fail to achieve
widespread adoption. Therefore, building and maintaining public trust is a central challenge
for institutions implementing digital financial services.

From a financial inclusion perspective, digital technologies have been widely
recognized as powerful tools for expanding access to financial services. Digital financial
platforms can reduce transaction costs, increase service reach, and provide more flexible

SDSEPS. 2026, VOLUME 3, ISSUE 1 https://doi.org/10.61511/sdseps.v3i1.2026.3447


https://doi.org/10.61511/sdseps.v3i1.2026.3447

Amirudin (2026) 73

financial solutions for underserved populations. Empirical studies suggest that digital
finance contributes to greater financial inclusion by enabling access to credit, savings, and
payment systems for individuals who are traditionally excluded from formal financial
institutions (Ozili, 2021; Zhao & Bacao, 2021). However, the impact of digital financial
services is not automatic; it depends on the quality of governance, the effectiveness of
regulatory frameworks, and the level of trust that users have in the system.

Despite the growing body of literature on digital governance, public trust, and financial
inclusion, existing studies tend to examine these dimensions in isolation. Research on digital
governance often focuses on institutional transformation and technological adoption, while
studies on financial inclusion emphasize access and usage of financial services. Similarly,
the literature on public trust typically addresses citizen perceptions of government
institutions without explicitly linking trust to digital innovation and financial inclusion
outcomes. As a result, there is limited understanding of how these elements interact within
complex institutional settings, particularly in the context of state-owned enterprises
undergoing digital transformation.

This gap is particularly significant in developing countries, where state-owned
enterprises play a central role in delivering public services and implementing government
policies. SOEs operate within hybrid institutional environments that combine public
mandates with commercial objectives, making governance transformation more complex.
In the case of digital financial services, SOEs must balance innovation with regulatory
compliance, operational efficiency with social inclusion, and technological advancement
with public trust. Despite these challenges, empirical research examining the interplay
between governance transformation, digital innovation, and financial inclusion in SOEs
remains limited.

Furthermore, the specific case of digital pawn services represents an underexplored
area in the literature. Pawn services have traditionally been associated with informal or
semi-formal financial systems, serving populations that may not have access to
conventional banking services. The digitalization of pawn services introduces new
dynamics in terms of accessibility, efficiency, and trust. However, it also raises important
questions about governance, regulation, and user protection. Understanding how digital
pawn services operate within a governance framework is therefore essential for assessing
their potential contribution to financial inclusion.

To address these gaps, this study examines the case of Pegadaian’s digital pawn service
transformation as a form of policy innovation within a state-owned enterprise. Despite
growing studies on digital finance, limited research examines how digital transformation in
state-owned financial institutions integrates governance reform, policy innovation, and
public trust to advance financial inclusion. The study focuses on how digital innovation is
integrated into governance structures, how it influences public trust, and how these factors
collectively contribute to financial inclusion.

By adopting a qualitative policy analysis approach, this research seeks to provide a
comprehensive understanding of the institutional and policy dimensions of digital financial
service transformation. Specifically, this study aims to answer the following research
questions: (1) How does policy innovation influence governance reform in digital pawn
services? (2) How does governance transformation affect public trust in digital financial
services? and (3) How does public trust mediate the relationship between digital innovation
and financial inclusion? These questions are designed to capture the complex interactions
between technological, institutional, and social dimensions of digital transformation.

This study contributes to the literature in several ways. First, it provides an integrated
analytical framework that connects digital governance, public trust, and financial inclusion
within the context of a state-owned enterprise. Second, it offers empirical insights into the
role of policy innovation in shaping governance transformation in digital financial services.
Third, it highlights the importance of trust as a mediating factor that influences the
effectiveness of digital financial inclusion initiatives. Finally, the study provides practical
policy implications for improving digital governance and promoting inclusive financial
systems in developing countries.
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By examining the case of Pegadaian, this research also contributes to a better
understanding of how traditional financial service models can be transformed through
digital innovation while maintaining their social function. The findings are expected to
inform policymakers, practitioners, and researchers about the challenges and opportunities
associated with digital transformation in public financial institutions. Ultimately, this study
underscores the importance of aligning technological innovation with governance reform
and public trust to achieve sustainable and inclusive development outcomes.

2. Methods

This research adopts a qualitative policy analysis design, utilizing document analysis
as a systematic procedure for reviewing and evaluating both printed and electronic
materials. This approach allows for the interpretation of regulatory frameworks to elicit
meaning and gain empirical knowledge regarding governance transformation (Bowen,
2023). By employing a case study lens within the public sector, the study ensures a deep
contextual analysis of how digital innovations are integrated into institutional structures
(Nilsen & Bernhardsson, 2024).

Furthermore, the methodological rigor is maintained by triangulating policy
documents with institutional reports to ensure the credibility and transparency of the
findings in accordance with contemporary qualitative standards (Creswell & Poth, 2024).
This approach allows for an in-depth understanding of how policy innovation shapes
governance practices and influences public trust within the context of digital financial
service transformation. This study applies qualitative policy analysis using thematic
analysis (Braun & Clarke, 2021).

2.1 Research design and approach

The study adopts a qualitative policy analysis framework, which emphasizes the
systematic examination of policy documents, institutional reports, and relevant literature.
Policy analysis is widely used in public administration research to understand how policies
are formulated, implemented, and interpreted within institutional contexts (Dunn, 2018).
This approach is particularly suitable for analyzing governance transformation, as it
captures both formal regulatory structures and informal institutional practices.

The analytical framework of this study is informed by three main theoretical
perspectives: digital governance, policy innovation, and trust-based governance. Digital
governance provides a lens to understand how digital technologies reshape institutional
processes (Mergel et al., 2021), while policy innovation highlights adaptive regulatory and
organizational changes (Bannister & Connolly, 2020). Trust-based governance is used to
examine how institutional credibility and public perception influence the adoption of digital
services (Ameen et al., 2021).

2.2 Data sources and selection criteria

This study relies on secondary data obtained from multiple sources to ensure a
comprehensive and reliable analysis. The primary data sources include: (1) official policy
documents and regulations related to digital financial services and pawn operations, (2)
institutional reports published by Pegadaian and relevant government agencies, and (3)
peer-reviewed academic literature on digital governance, financial inclusion, and public
trust (Relevance to digital governance, Publication credibility, Time frame e.g., 2018-2024).
To ensure data quality and relevance, three selection criteria were applied. First, the
documents must be directly related to digital transformation, governance reform, or
financial inclusion. Second, the sources must be credible, including official publications,
international organization reports, and indexed academic journals. Third, the documents
must be recent, primarily published between 2020 and 2024, to capture current

SDSEPS. 2026, VOLUME 3, ISSUE 1 https://doi.org/10.61511/sdseps.v3i1.2026.3447


https://doi.org/10.61511/sdseps.v3i1.2026.3447

Amirudin (2026) 75

developments in digital governance and financial innovation (Organisation for Economic
Co-operation and Development, 2022; World Bank, 2023).

2.3 Data collection

Data collection was conducted through systematic document analysis and literature
review. Policy documents and institutional reports were retrieved from official websites of
government agencies, Pegadaian, and international organizations. Academic literature was
collected through scholarly databases such as Google Scholar and indexed journal platforms
using keywords including “digital governance,” “financial inclusion,” “public trust,” and
“digital financial services.” All selected documents were organized and categorized based
on their relevance to the study’s analytical dimensions, namely governance transformation,
digital innovation, and public trust.

Policy innovation in digital financial services is not merely a technological update;
rather, it represents a governance transformation aimed at creating public value. Recent
studies emphasize that the integration of institutional transparency and technological
security is a fundamental pillar in building public trust within the digital ecosystem (Gong
& Janssen, 2023; Torfing & Bentzen, 2023). Therefore, the success of financial inclusion
depends heavily on the extent to which these policies can guarantee accountability and
consumer protection amidst the complexities of digital transformation (Lee & Whitford,
2024). Furthermore, effective digital governance in state-owned enterprises requires an
adaptive regulatory framework to ensure that innovation consistently aligns with societal
needs and public interest (Chen & Yi, 2025).

2.4 Data analysis technique

The study employs thematic analysis to interpret the collected data. Thematic analysis
is a widely used qualitative method for identifying, analyzing, and reporting patterns within
data (Braun & Clarke, 2021). The analysis was conducted in several stages. First, all
documents were carefully reviewed to identify key concepts and recurring themes related
to governance transformation, digital innovation, and trust-building mechanisms.

Second, an open coding process was applied to extract relevant information and
categorize it into initial thematic groups. Third, axial coding was conducted to examine
relationships between categories, such as the interaction between policy innovation and
governance reform, and the role of governance practices in shaping public trust. Finally, the
findings were interpreted using the three analytical lenses adopted in this study: digital
governance, policy innovation, and trust-based governance.

This study employs a qualitative research design using a policy analysis approach to
examine governance transformation, digital innovation, and public trust in Pegadaian’s
digital pawn services. A qualitative approach is appropriate as the study seeks to explore
complex institutional processes and policy interactions that require an in-depth, contextual
understanding beyond quantitative metrics (Creswell & Poth, 2024; Mergel & Kattel, 2024).
These findings align with public value theory as proposed by Moore (1995), which
emphasizes that public sector initiatives should generate value for society. In this context,
digital transformation enhances public value by improving service accessibility,
strengthening institutional trust, and enabling more inclusive financial participation.

2.5 Validity and reliability

To ensure the validity and reliability of the findings, several strategies were applied.
First, data triangulation was conducted by comparing information from multiple sources,
including policy documents, institutional reports, and academic literature. Triangulation is
widely recognized as a key strategy for enhancing credibility in qualitative research (Patton,
2015).
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Second, theoretical triangulation was employed by analyzing the data through multiple
conceptual frameworks, namely digital governance, policy innovation, and public trust. This
approach helps reduce bias and provides a more robust interpretation of the findings. Third,
transparency was maintained throughout the research process by clearly documenting the
data selection criteria, coding procedures, and analytical steps. This ensures that the
research process is traceable and can be evaluated for consistency and rigor (Lincoln &
Guba, 1985).

2.6 Research scope and limitations

This study focuses on Pegadaian as a case of a state-owned enterprise undergoing
digital transformation in Indonesia. While this case provides valuable insights into
governance reform and digital financial services, the findings may not be fully generalizable
to other contexts or institutions. Additionally, the reliance on secondary data limits the
ability to capture direct user experiences and real-time organizational dynamics.
Nevertheless, the qualitative policy analysis approach enables an in-depth exploration of
institutional and governance aspects that are often difficult to quantify. The findings are
therefore intended to provide analytical and conceptual insights rather than statistical
generalizations, contributing to the broader understanding of digital governance and
financial inclusion in public sector contexts. To enhance transparency and demonstrate the
breadth of data sources underpinning this study, the key policy documents and references
utilized in the analysis are systematically presented in Table 1.

Table 1. Summary of policy documents and data sources

Source type

Institution / author

Content focus

Relevance to study

Regulation Financial Services Digital financial Governance framework
Authority (O]K) services regulation for digital finance
Institutional Pegadaian Digital Implementation of
report transformation digital pawn services
strategy
Government Ministry of SOEs SOE digital Institutional reform and
policy transformation governance
roadmap
International World Bank Financial inclusion Global comparison and
report trends data support
International Organisation for Economic  Digital governance Theoretical and policy
report Co-operation and framework foundation
Development
Academic Peer-reviewed journal Trust, governance, Conceptual and
literature articles financial inclusion analytical framework

Source: Compiled by the author based on policy documents from the Financial Services Authority
(OJK), Ministry of State-Owned Enterprises, Pegadaian annual reports, World Bank (2023), and

Organisation for Economic Co-operation and Development (2022).

The range of sources presented in Table 1 demonstrates that the analysis is grounded
in a combination of regulatory, institutional, and scholarly perspectives. This diversity
strengthens the analytical depth by allowing cross-validation between formal policy
frameworks and empirical insights from international studies. It also indicates that the
study does not rely on a single type of evidence, but instead adopts a comprehensive
approach to understanding governance transformation in digital financial services.

3. Results and Discussion
To provide a comprehensive overview of the research framework, a conceptual model

has been developed to illustrate the dynamic interaction between the key variables studied.
This framework demonstrates how governance transformation and policy innovation serve
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as primary drivers in building public trust, which ultimately strengthens inclusive finance
for the broader community (see Fig. 1). Furthermore, the model highlights that the
integration of digital services must be anchored in institutional accountability to ensure the
creation of sustainable public value. By aligning technological advancements with
transparent governance, the framework suggests a holistic approach to bridging the gap
between innovative financial policies and societal needs.

(,, Digital Innovation Public Trust

IIII  Policy Reform @ Digital Infrastructure W Security & Privacy
o
Institutional Coordination . Digital Financial Services ‘-; l@\ Service Reliability
\'/‘ Transparency & Accowntability @ Data & Technology ! ‘u“ Citizen Engagement
"y
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e e

‘ Access  Affordability Usage Sustainability
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T |I Economic Growth & Social Empowerment QO. )

!

Fig. 1. Conceptual framework of digital pawn governance transformation

Fig. 1. Elucidates that structural changes in Pegadaian’s corporate governance are
aimed not only at technological efficiency but also at creating sustainable public value.
Through the synergy of transparent digital policies and robust consumer protection
mechanisms, institutional trust can be fostered effectively. Consequently, this model
suggests that robust financial inclusion is the result of a harmonic integration between
service innovation and accountable governance.

3.1 Governance transformation

The findings demonstrate that Pegadaian’s digital transformation represents a
fundamental shift from conventional, branch-based pawn services toward a platform-based
digital financial service model. This transformation is reflected in the integration of mobile
applications and online platforms that allow customers to access pawn services remotely,
including loan applications, collateral valuation, and repayment processes. Such
developments significantly reduce transaction time, simplify administrative procedures,
and expand service accessibility.

This transformation aligns with broader global trends in digital financial services,
where institutions increasingly rely on digital platforms to enhance efficiency and reach.
According to the World Bank (2023), digital financial services have contributed to a
substantial increase in financial access worldwide, with approximately 76% of adults
globally now having access to a financial account, compared to 51% in 2011. This rapid
expansion is largely driven by mobile technology and digital platforms that reduce barriers
to entry for previously underserved populations.

From a governance perspective, the shift toward digital platforms requires not only
technological adoption but also institutional restructuring. The findings indicate that
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Pegadaian has adapted its operational procedures, service standards, and internal
coordination mechanisms to accommodate digital service delivery. This reflects the concept
of digital governance, which emphasizes the integration of digital technologies into
governance systems to improve transparency, accountability, and service effectiveness
(Mergel et al,, 2021).

Moreover, digital transformation in pawn services contributes to reducing traditional
barriers to financial access, particularly geographical constraints and bureaucratic
complexity. In many developing countries, physical distance and administrative
requirements often limit access to financial services. By enabling remote access, digital
pawn services help overcome these barriers, thereby supporting financial inclusion
objectives. This is consistent with findings by Ozili (2021), who highlights those digital
financial platforms can significantly improve access to financial services by lowering
transaction costs and increasing convenience.

However, the findings also suggest that digital transformation introduces new
challenges, particularly related to system reliability, cybersecurity, and digital literacy.
While digital platforms enhance accessibility, they also require users to possess basic digital
skills and trust in technological systems. Therefore, the success of digital transformation
depends not only on technological infrastructure but also on governance capacity and user
readiness.

3.2 Digital innovation

The analysis reveals that policy innovation plays a central role in facilitating
governance transformation within Pegadaian. The transition to digital pawn services is
supported by a range of regulatory adjustments, institutional strategies, and organizational
reforms. These changes reflect an adaptive governance approach, where institutions
continuously adjust policies and practices to respond to technological developments and
evolving user needs.

Policy innovation in this context involves both the introduction of new regulations and
the modification of existing governance frameworks. For example, the implementation of
digital services requires the development of policies related to data management,
cybersecurity, and digital transactions. These policies are essential for ensuring that digital
services operate within a secure and accountable framework. According to the Organisation
for Economic Co-operation and Development (2022), effective digital governance requires
clear regulatory frameworks that balance innovation with risk management, particularly in
financial services where data security and consumer protection are critical.

The findings also indicate that governance reform within Pegadaian includes
improvements in organizational coordination and service standardization. Digital
transformation necessitates closer integration between different functional units, such as
IT, operations, and customer service. This integration enhances the efficiency and
consistency of service delivery, contributing to improved organizational performance.

Furthermore, the study highlights the importance of policy learning in governance
transformation. The implementation of digital pawn services is not a one-time process but
involves continuous refinement based on experience and feedback. This iterative approach
allows institutions to address emerging challenges, such as system integration issues and
user adoption barriers. The concept of policy learning emphasizes the ability of institutions
to adapt and improve their policies over time, which is critical in rapidly evolving digital
environments.

From a theoretical perspective, these findings support the notion that governance
reform is a dynamic and adaptive process. Digital transformation requires institutions to
move beyond traditional bureaucratic models and adopt more flexible and responsive
governance structures. This aligns with contemporary governance theories that emphasize
the importance of adaptability, collaboration, and innovation in public sector management.
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3.3 Public trust

Public trust emerges as a key determinant influencing the adoption and effectiveness
of digital pawn services. The findings indicate that users’ willingness to engage with digital
platforms is strongly influenced by their perception of institutional credibility, data
security, and service reliability. In the context of financial services, trust is particularly
important because transactions involve sensitive personal and financial information.

Empirical studies have consistently shown that trust plays a crucial role in digital
service adoption. For instance, Ameen et al. (2021) found that trust significantly affects
users’ intention to adopt e-government services, particularly in environments where
concerns about privacy and security are prevalent. Similarly, Kaur et al. (2021) emphasize
that trust in digital banking systems is influenced by perceived reliability, transparency, and
ease of use.

The findings of this study suggest that governance quality is a critical factor in building
trust. Transparent policies, reliable digital systems, and responsive customer service
contribute to enhancing public confidence in digital platforms. Conversely, weaknesses in
governance, such as unclear regulations or technical failures, can undermine trust and
hinder adoption.

From a governance perspective, trust can be understood as both an outcome and a
driver of institutional performance. Effective governance practices enhance trust by
demonstrating accountability and reliability, while high levels of trust facilitate user
engagement and service adoption. This reciprocal relationship highlights the importance of
integrating trust-building strategies into digital governance frameworks.

Furthermore, the study identifies trust as a mediating variable that connects
governance transformation with financial inclusion outcomes. In other words, digital
innovation alone is not sufficient to achieve financial inclusion; it must be accompanied by
governance practices that build and sustain public trust. This finding contributes to the
literature by emphasizing the role of trust in linking institutional reforms with social
outcomes.

Trust remains a central determinant in the adoption of digital public services and
financial technologies. Prior research indicates that users’ perceptions of security, privacy,
and reliability significantly influence their willingness to adopt digital platforms (Alalwan
etal,, 2020; Ryu, 2021). In addition, trust is closely linked to system quality and institutional
credibility, particularly in government-led digital initiatives (Ameen et al., 2021; Mergel et
al, 2021). Building on the role of trust, the following section examines how digital
transformation translates into financial inclusion outcomes. These findings align with
public value theory (Moore, 1995), where digital transformation enhances public value
through improved accessibility and trust.

3.4 Digital financial inclusion

The integration of digital pawn services into Pegadaian’s operations has significant
implications for financial inclusion. The findings indicate that digital platforms can expand
access to financial services by providing more convenient and flexible options for users.
This is particularly important for individuals who face barriers to accessing traditional
banking services, such as limited mobility, lack of documentation, or geographical isolation.

Global data supports the role of digital financial services in promoting inclusion.
According to the World Bank (2023), the expansion of mobile-based financial services has
been a key driver of increased financial access in developing countries. Similarly, Zhao &
Bacao (2021) demonstrate that digital finance contributes to financial inclusion by enabling
access to credit and payment systems for underserved populations.

The development of financial technology (fintech) has accelerated financial inclusion
by expanding access to financial services for underserved populations. Empirical evidence
suggests that digital financial services reduce barriers related to cost, distance, and
documentation (Appaya & Varghese, 2020; Demirgiic-Kunt et al., 2022). Moreover, fintech

SDSEPS. 2026, VOLUME 3, ISSUE 1 https://doi.org/10.61511/sdseps.v3i1.2026.3447


https://doi.org/10.61511/sdseps.v3i1.2026.3447

Amirudin (2026) 80

innovations enable more inclusive financial ecosystems by leveraging mobile platforms and
data-driven services. Fintech innovation also drives financial sector transformation through
data-driven services and platform-based ecosystems (Gomber et al., 2021; Chen et al., 2021;
Lee & Shin, 2021). Islamic fintech also contributes to inclusive financial systems,
particularly in developing economies (Banna et al.,, 2021).

Technology adoption models provide a useful framework for understanding user
behavior in digital environments. The Unified Theory of Acceptance and Use of Technology
(UTAUT?2) explains that performance expectancy, effort expectancy, and social influence
significantly affect technology adoption (Venkatesh et al, 2020). These factors are
particularly relevant in the context of digital financial services and government platforms.
The adoption of artificial intelligence further accelerates digital transformation in public
and financial services (Dwivedi et al., 2021).

However, the findings also highlight several constraints that may limit the effectiveness
of digital financial inclusion initiatives. One of the main challenges is digital inequality,
which refers to disparities in access to technology and digital skills. Individuals with limited
digital literacy or access to internet-enabled devices may be excluded from digital services,
creating new forms of inequality.

Another challenge is the potential risk associated with digital transactions, including
cybersecurity threats and data privacy concerns. These risks can undermine public trust
and reduce user adoption, particularly among populations that are already skeptical of
digital systems. Therefore, addressing these challenges requires a comprehensive approach
that combines technological innovation with governance reform and user education.

The process of data interpretation involved identifying recurring patterns and
organizing them into coherent analytical categories. This step is crucial in qualitative
research, as it enables the transformation of raw information into meaningful insights. The
main thematic dimensions that emerged from this analytical process are summarized in
Table 2.

Table 2. Thematic analysis of governance transformation

Theme Key findings Supporting evidence Implication
Digital Shift to platform-based Pegadaian digital platform  Increased
Transformation pawn services initiatives accessibility and
efficiency
Governance Policy adaptation and OJK regulations, SOE Improved
Reform institutional policies coordination and
restructuring accountability
Public Trust Trust influenced by User adoption patterns, Critical for digital
security and service literature service adoption
reliability
Financial Expanded access World Bank data Broader reach to
Inclusion through digital underserved
services populations
Digital Risk Cybersecurity and Organisation for Economic  Need for risk
digital literacy Co-operation and mitigation strategies
challenges Development reports

Source: Based on qualitative analysis of policy documents and literature (Mergel et al., 2021;
Organisation for Economic Co-operation and Development, 2022; World Bank, 2023).

The thematic structure presented in Table 2 reveals that governance transformation is
shaped by multiple interrelated dimensions rather than a single dominant factor. These
themes collectively illustrate how technological innovation, institutional reform, and user-
related considerations interact in shaping digital service outcomes. The configuration of
themes also suggests that successful digital transformation requires simultaneous attention
to structural, operational, and social aspects of governance.

Beyond identifying individual themes, it is important to understand how key variables
interact within the broader analytical framework. Examining these relationships allows for
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a more comprehensive interpretation of governance transformation as a dynamic process.
To clarify these interconnections, the relationships between the main variables identified
in this study are presented in Table 3.

Table 3. Relationship between policy innovation, governance, trust, and financial inclusion

Variable Role in model Description Outcome
Policy Independent Regulatory and strategic Enables digital
innovation variable adaptation transformation
Governance Mediating Institutional restructuring and Improves system
reform variable process improvement effectiveness
Public trust Mediating User confidence in digital systems Increases adoption of
variable services
Digital Enabling factor Implementation of digital Enhances service
innovation platforms delivery
Financial Dependent Access to financial services Expands user
inclusion variable participation

Source: Based on Public Value Theory (Moore, 1995), digital governance framework (Mergel et al.,
2021), and financial inclusion literature (Ozili, 2021).

Table 3 highlights the relational dynamics among the key variables identified in this
study, emphasizing the importance of intermediary processes in shaping final outcomes.
The model suggests that governance and trust function as critical bridging elements that
translate policy innovation into tangible inclusion outcomes. This interconnected structure
reinforces the argument that digital transformation cannot be understood through isolated
variables, but must be analyzed as a systemic process involving multiple layers of
interaction.

Public sector innovation plays a crucial role in generating public value through
improved service delivery and adaptive governance. Innovation in government institutions
is associated with increased efficiency, responsiveness, and citizen satisfaction (De Vries et
al,, 2021). Additionally, collaborative innovation involving multiple stakeholders fosters co-
creation and enhances policy effectiveness in complex environments (Lember et al., 2022).

Despite its benefits, fintech adoption also introduces risks related to regulation, data
security, and financial stability. Regulatory frameworks are therefore essential to ensure
consumer protection and systemic stability (Arner et al., 2020). Furthermore, the role of
fintech in supporting sustainable development and inclusive growth has gained increasing
attention in recent studies (Ozili, 2022; Kshetri, 2021). These findings further confirm that
digital transformation in public financial services is not only driven by technological
advancement but also shaped by institutional readiness and governance capacity, which
play a critical role in ensuring sustainable innovation outcomes (De Vries et al., 2021;
Lember et al,, 2022). In addition, the role of regulatory frameworks remains essential in
mitigating risks associated with fintech adoption, including data security and financial
stability concerns (Arner et al., 2020; Kshetri, 2021).

3.5 Theoretical implications: Public value and governance transformation

The findings of this study contribute to the theoretical understanding of digital
governance by highlighting the importance of public value creation. Public value theory
emphasizes that public sector innovation should generate value not only in terms of
efficiency but also in terms of legitimacy, trust, and social outcomes (Moore, 1995;
Mazzucato, 2018). In the context of Pegadaian’s digital transformation, public value is
created through improved service accessibility, enhanced transparency, and increased
financial inclusion.

However, the realization of public value depends on the alignment between
technological innovation and governance practices. This finding reinforces the idea that
digital transformation must be guided by governance principles to achieve sustainable
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outcomes. The study also contributes to governance theory by demonstrating the role of
policy innovation in driving institutional change.

Rather than viewing digital transformation as a purely technological process, the
findings show that it is deeply embedded in governance structures and policy frameworks.
This highlights the importance of adopting a holistic approach to digital transformation that
integrates technology, governance, and social considerations. From a theoretical
perspective, this study reinforces the relevance of technology adoption and innovation
frameworks in explaining digital financial service utilization, particularly in the context of
public sector transformation and emerging financial ecosystems (Venkatesh et al., 2020;
Dwivedi et al.,, 2021).

3.6 Policy implications

The findings of this study have several important policy implications. First,
policymakers should prioritize the development of robust governance frameworks that
ensure transparency, accountability, and data security in digital financial services. Strong
governance is essential for building public trust and ensuring the sustainability of digital
transformation initiatives.

Second, efforts to promote financial inclusion should incorporate strategies to enhance
digital literacy and access to technology. This includes providing education and training
programs for users, as well as expanding infrastructure to support digital connectivity.
Third, policymakers should consider adopting hybrid service models that combine digital
and traditional service delivery.

Such models can help address digital inequality by providing alternative access points
for individuals who may not be able to use digital platforms. Finally, continuous policy
learning and adaptation are essential for responding to emerging challenges in digital
governance. Institutions should establish mechanisms for monitoring and evaluating digital
initiatives, allowing for timely adjustments and improvements.

Overall, the findings highlight that digital transformation in public financial institutions
must be accompanied by governance reform and trust-building efforts to achieve inclusive
and sustainable outcomes. The transition from empirical findings to actionable insights
requires the synthesis of analytical results into practical recommendations. This step is
particularly important in policy-oriented research, where the ultimate goal is to inform
decision-making and institutional improvement. Based on the findings of this study, the key
policy implications are synthesized and presented in Table 4.

Table 4. Policy implications for digital governance

Issue identified Policy recommendation Expected impact
Low digital trust Strengthen data protection and Increased user confidence
transparency

Digital inequality Expand digital literacy programs Inclusive access to services

Governance gaps Improve inter-agency coordination Better policy
implementation

Cybersecurity Enhance system security frameworks Reduced operational risks

risks

Source: Based on findings from the study and supporting literature (Organisation for Economic Co-
operation and Development, 2022; World Bank, 2023; Ameen et al., 2021).

The policy implications summarized in Table 4 indicate that addressing challenges in
digital financial services requires a multidimensional strategy. Rather than focusing solely
on technological solutions, the findings point to the necessity of strengthening governance
mechanisms and institutional capacity. This also implies that long-term sustainability in
digital transformation depends on the alignment between innovation, regulation, and user
trust within the broader financial ecosystem.
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4., Conclusions

This study demonstrates that digital transformation in state-owned financial
institutions is not solely a technological process but a governance-driven strategy that
integrates policy innovation, institutional reform, and public trust to advance financial
inclusion. The case of Pegadaian shows that trust functions as a critical mediating
mechanism linking digital governance and inclusive financial outcomes, particularly for
underserved populations. In this context, digital platforms are not merely service delivery
tools but institutional instruments that reshape how public value is created and sustained
in the financial sector.

From a policy perspective, these findings highlight the need for financial institutions
and regulators to prioritize trust-based digital governance frameworks. This includes
strengthening transparency, ensuring data security, and promoting user-centered service
design. Policymakers must also reinforce regulatory ecosystems that support digital
inclusion while maintaining institutional accountability, especially within state-owned
enterprises operating in hybrid public-commercial roles. Furthermore, continuous
institutional adaptation is required to respond to evolving technological risks, cybersecurity
challenges, and shifting user expectations in digital environments. However, this study has
several limitations. As a qualitative policy-based analysis, it relies primarily on secondary
data and document analysis, which may constrain empirical generalization. The absence of
direct user-level data also limits the ability to capture behavioural dimensions of trust and
service adoption. In addition, the focus on a single institutional case may reduce the broader
applicability of findings across different governance and regulatory contexts.

Future research is therefore encouraged to incorporate quantitative approaches, user
surveys, or comparative cross-country analyses to validate and extend these findings.
Expanding empirical investigation across different institutional contexts would further
strengthen the generalizability of trust-based digital governance models. Longitudinal
studies may also provide deeper insights into how trust evolves over time in response to
policy changes and technological innovation. Overall, this study contributes to the growing
literature on digital governance and financial inclusion by positioning public trust as a
central pillar in the design and implementation of inclusive digital financial systems. It
underscores that sustainable digital transformation requires not only technological
capability but also institutional credibility and adaptive governance capacity.
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