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Abstract

Public Sector Management is the process of planning, organizing, managing and
controlling resource and policies mostly within and around the government and its
institutions in order to enhance service delivery to its clients and facilitate economic
activities. It includes a set of activities and strategies that a government and its public
entities involve themselves in when administrating resources in the nation, formulating
and enforcing policy instruments, and rendering services and buildings needed for the
economic growth and welfare of the public. The basic findings are quite clear that Public
sector management has a positive and significant effect on the level of economic
productivity, competitiveness and innovativeness. Sound fiscal and monetary policies,
strategic investments in infrastructure and the right mix of education and health policies
and systems turned out to be effective in fostering an environment that supports
economic growth. The study also notes that there are certain traits such as
transparency, accountability and accountability that are critical to the effective
management of these institutions in order to respond the changing global
requirements. It appears that well organized and managed public sector is pretty much
essential for rounding up and sustaining growth of a specific economy in its desired
direction.
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Introduction

In a context of globalisation and increasing sophistication of economic
development processes, public sector management emerges as one of the most critical
factors in defining the scope and pace of economic development. Those responsibilities
are carried out on a large scale by the public sector and its institutions whose nature
consists in creating the necessary conditions for the advancement of the economy and
the welfare of the nation.

Public sector management is a key weapon in nation building and development.
This function promises among other things, strategic management, human resource
management, policy evaluation, management of government resources, and
administration of government policies/programs (Starikova & Papadaki, 2020). If such
approaches are adopted, the public sector will enhance productive activities, equitable
distribution of resources, and enhance the standard of people’s lives. It has also been
argued that effective and accountable management of the public sector aids in the
provision of public services which are efficient and reliable, thereby enhancing the
credibility of the mandarins and the institutions. This in return earns the praise of the
people of the community (Ghani, 2023).
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In a developing global sphere, the prominence of public day-to-day management
is also growing. It is very much relevant in this case as the speed and the appropriate
responses that these management teams will give to the crisis events, economic,
natural or health crises like that of COVID-19, are largely dependent on the public sector
management (Fenwick & Johnston, 2022). In addition, towards the achievement of
Sustainable Development Goals, coordinated innovative and flexible public sector
management is critically important in engaging various players involved to maximize
scarce resources and safeguard development activities from collapse. Hence, the
enhancement of the capacity and quality of public sector management is not just a
requirement but rather a perspective resource for development and well-being of
society for every country (Narula & Sachdeva, 2020).

As the efficiencies in the country’s public sector management system improve,
proportional rise in economic development and growth is likely to occur through several
possible channels. Primarily, by ensuring availability of appropriate basic operating
facilities, the public sector has a way of enhancing the efficiency and effectiveness of
economic activities. In addition, there are regulations that would limit the risks
associated with making investment and even fiscal policies that would make the
economy stable and conducive for business (Sachdeva and Narula, 2020). Finally, public
services of a comprehensive nature can effectively raise a population’s wellbeing and
improve the nation’s Human Capital (Sachdeva & Narula, 2023).

Nevertheless, when looking at the status quo in most of the nations, one still
identifies numerous shortcomings in public sector management. Usually, this suffers
from problems such as bureaucratic lethargy, corrupt activities, lack of systems of
accountability, and incapacity to address issues in a given time frame which hamper the
growth of the economy. These issues are even more pronounced in developing
countries and affect their economic performance (Persson & Wallo, 2022).

Some previous research has attempted to establish a relationship between the
quality of public management and the pace of economic growth in the country. For
instance, a study conducted by the World Bank in 2019 concluded that countries with
effective governments tend to experience enhanced economic growth. The effect is
different, specific aspects of management and organization in public sector might be
favorable for different areas of economic development, and studies in this area still
need to be accelerated (Narula & Sachdeva, 2020).

With respect to this public sector management is of high importance in in so far
as being a developing country Indonesia attempts to reduce economic competition.
Emergence and stabilization of bureaucratic structures, restructuring public service
delivery, and combating corrupt practices have been placed as primary issues to be
tackled by the new regime in power. Nonetheless, the degree to which these initiatives
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contribute to economic growth is still an issue that remains to be addressed by empirical
studies (Twaliwi et al., 2021).

In this particular study, the public sector management and its bearing on the
economic development in Indonesia has been thoroughly examined in order to identify
the possible relationship more conclusively. By looking for the reasons of this
relationship more, it is hoped that useful information will be provided to the
policymakers on how to formulate and implement public sector management that will
lead to greater economic growth.

Research Methods

The study in this research uses the literature research method. Literature
research method, also known as literature study or literature review, is a research
approach that focuses on collecting, analysing and synthesising information from
various written sources relevant to the research topic. (Hidayat, 2009); (Afiyanti, 2008).

Results and Discussion
Concept of Public Sector Management

Public Sector Management is a specific area of management science which
relates to the management of organisations and institutions that are in the ‘public
domain’ or whose fundamental purpose is to serve the public good. This discipline
incorporates the processes of planning, organising, leading and coordinating resources
for public service with the overriding aim of increasing the efficiency, the effectiveness,
and the accountability in the delivery of service to the public (Zabeen et al., 2023). Public
Sector Management is distinct from management practiced in the private sector since
it has particular features like the public interest, politics and performance assessment
complexities. (Ayee, 2024).

Public Sector Management encompasses different aspects mostly focused on
the management of the public organizations including public finance management,
management of human resources in the public sector, formulation and implementation
of public policies, performance of public organizations, governance and ethics in public
service (Olaoye, 2024). Further, the discipline also includes the underlying structures
such as management of changes in public organizations, introduction of innovations
into the provision of public services, management of public projects, and interaction of
public entities and between public and private, and civil organizations. Understanding
this wide field, Public Sector Management is essential in determining how governments
and public organizations satisfy the needs and the expectations of the people
(Lemonakis & Zairis, 2020).

Scope management with regard to public organisations lays down some
managerial principles that are followed in the administration of such public bodies.
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Legalism found in both social and civic structures: (1) Accountability: which means being
accountable of action and decisions made to the public, while allowing for external as
well Biased Societal Factors in Completions: (2) Transparency; Openness of information
and the processes of decision making (3) Efficiency and effectiveness to the goals stated
seeks optimal use of the resources so that the goals are achieved whilst (4)
Responsiveness: the ability to castrate the needs and aspirations of the people (5)
Justice and equality act on the principle of fairness and nondiscrimination (6) Integrity
to include honesty or ethics in handling public services (7) Community participation:
involvement of the public in the processes of policymaking (8) Orientation to the public
interest special attention to the recreation getting needs of the society (9)
Professionalism pars caretise, quality of service and service whatever denotes (10)
Innovation: in the quality of providing service to come up with new ideas and ways an
improvement of the service offered. They strengthen on one another and yield a good
public administration system that is focused in enhancing the public welfare (Medoye,
2020).

Management of public sector and management of private sector profile different
aspects in every sense. The first glaring difference is that public sector management
operations have their main goal of serving the needs of the wider public while private
sector management operates on profit making. Secondly, public sector sources of
revenue are from the state budget(cuff taxes and other revenues) whereas the private
sector goes for private investment or shareholders (Ndraha, 2024). Third, performance
in the public sector is affected by a difficult environment with politics, regulation and
public opinion, whereas in the private sector decisions are relatively easier to make.
Forth, the assessment of effectiveness within the public management framework is
more complicated and covers social factors and politics, whereas efficiency in the
private sector can be gauged through financial results. Fifth, the public is much more
interested in aspects of transparency of the government and accountability than
shareholders in the public sector, shareholders’ interests seem to be more dominant.
And lastly, tendency in the public sector is the moving of innovative activity inside the
frame of strict bureaucratic rules, however, the private sector does not have this
limitation as to enhance competitive abilities (Katuse, 2023).

Economic Progress

Such indicators of economic development may include parameters which are
quantitative indicators designed to demonstrate how a country or region has
progressed economically. Some of the basic indicators are: (1) - Gross domestic product
(GDP) which is the monetary worth of all the goods and services produced in a given
timeframe; (2) — Income per head, or the average income of total population; (3) -
Inflation rate which is explained as an explain the overall rise in prices of goods as
indicated by the consumption of goods basket; (4) — Rate of Unemployment, which
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gives a percentage of those who are jobless in relations to those who are able to work;
(5) - Surplus or deficit in trade of a country; (6) — Net amount of investment made by
foreigners; (7) - Index that shows quality of people’s lives in terms of education, health
and economy: Known as Human Development Index (HDi); (8) - Inequality in
distribution of financial resources; (9) — Stability of the rate of currency exchanges; and
(10) - Progress of business industries and the service industry. Such indicators are
interrelated and portray of the economic status and progress of a country so that they
serve as guides to formulation of economic policies and evaluating progress (Riccucdi,
2021); (Kiforenko, 2023).

There are a number of factors that are interrelated and intricate in influencing
the economic development of a country in general. There may be a number of such
factors which include: (1) The natural resources that involve the endowments as well as
resource management; (2) Human resources that direct towards education as well as
the level of skills of the working force and even productivity; (3) Technology and
innovation which enhances competitive advantage; (4) Investment, which can be
domestic or foreign, such is the engine of development; (5) Government policies that
are in existence in form of laws, incentives, and development policies; (6) Political
stability and security helps to stimulate the environment and encourage economic
activities; (7) Transportation and other communication facilities as well as energy force
activities requiring production and distribution; (8) An organized and workable banking
and financial structure; (9) International commerce as well as openness of the economy;
(10) Extolling work values and entrepreneurship by means of culture and the society;
(11) The geographical attributes and weather conditions in the context of production
and consumption; and (12) Political and economic scenarios outside the country. The
level and pace of economic development in any given nation is thus, a function of the
way the interaction and equilibrium of all these particular aspects takes center stage
(Rana, 2021).

The Relationship between Public Sector Management and Economic Progress

There exists a close and mutually responding relationship between public sector
management and economic progress. Efficiency in Public Sector Management is
increasingly seen to foster the economic progress of a nation, whereas good economic
performance, in turn, creates conducive environment for enhanced public
management. Many features associated with the above are interconnected and
influence the overall level of society’s welfare (Bisogno, 2024).

To begin with, appropriate Public Sector Management stimulates the
development of economies. With well-designed policies, proper controls, and good
service delivery, government might attract investments, boost output and generate
employment. For instance, if the government makes use of sound monetary policy,
implements open budgetary practices, and has an equitable tax system, economic
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activities and investors’ confidence can be enhanced. Also, state expenditure to build
infrastructure, advance education, and develop health care may enhance a country’s
competitiveness, as well as the quality of its human capital (Choi, 2023).

At the same time, economic development also has inputs and results for better
public sector management. Due to strong economic development, governments are
able to increase the range and quality of public services like institutions, meaning that
the coffers will be filled with more taxes and other forms of revenue. This includes
technology acquisition and other administration reform support expenditures to
modernize public administration and earnings and skills enhancement for the civil
service personnel as well as more advanced development programs to be implemented
(Britchenko, 2024). Moreover, with the increase in wealth of a society also increases the
demands from the society about the efficiency of the public sector services, thereby
forcing the governments to become even more efficient and accountable (Corduneanu,
2022).

This positive interplay creates a virtuous cycle where developments in Public
Sector Management fuels further economic growth which also precipitates more
advances in public sector management. Still, it would be good to mention that its
positive reverse effects can only be correctly utilized if sufficient measures are taken to
avoid negative externalities. Poor Public Sector Management includes corruption,
which falls under a variety of improper governance structures denied growth (Cohen,
2024). On the other hand, there are times when there will be almost no economic
development rendering the government powerless to enhance public service delivery
or infrastructure (Blackman, 2021). Hence, the optimization and harmony of Public
Sector Management and the processes of economic development are very essential in
meeting the need for balanced and sustainable development in a country.

The Effect of Public Sector Management on Economic Progress

Likewise, the management of the public sector Management also plays a big role
in Economic Progress and development of the country. Designed and put in place by
this sector helps create an environment that is favorable for economic growth as it is a
major player in policy development and policy execution. And most especially since
effectiveness and efficiency in public sector management can also serve as a strong
lever to push for overall economic advancement (Caperchione, 2024).

Further, another dimension through which Public Sector Management might
affect Economic Progress is through the provision of adequate regulatory and policy
frameworks. Having sound fiscal and monetary policies can lead to investment,
promote consumption, and help sustain the economy. For instance, reasonable
expenditure controls, right rates of interest, and just taxation, among others, tend to
create an environment for business to thrive and people’s spending ability increases.
Furthermore, effective but not oppressive regulation can serve to protect consumer
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and investor rights while at the same time promoting vigor and competitiveness in the
market (Chesoli & Wafula, 2020).

The management of the public sector also contributes to the provision of
infrastructures and public services essential for promoting economic activities. Political
spending in roads, ports, airports and the information superhighways, certainly brings
about positive and economic activities such as trade and distribution of goods and
services (Nwankpa, 2022). In the same vein, the effective functioning of well-structured
education and health systems has also been significant in raising the quality of the
people, who are an important ingredient in economic development. Other public
services, such as business licensing that is cheaper and takes less time, are equally
expected to provide an impetus towards the growth of the private domain by
promoting new business ventures (Rana, 2021).

Moreover, good governance and clean politics in terms of transparency and
accountability are essential for economic advancement. Such governance enhances the
faith of local and foreign investors in the economy of a country. This may help to attract
more investments, enhance productivity, and promote creativity (Kamaruddin &
Abeysekera, 2021). The introduction of information technology in the public sector, in
particular, makes public services more effective, less bureaucratic and less subject to
corruption, making the business environment more dynamic and competitive. As such,
good PSM is not only conductive to achieving temporary economic gains, but sets a
stage for growth and advancement of the economy in a welfare-efficient manner (Bulat
& Perciun, 2021).

Conclusion

In Public Sector Management, the aims are well targeted towards the
advancement of the economy and it encompasses a number of tasks. Arguably, proper
policy making, infrastructure development, provision of necessary public services, and
exercising of good governance, sets a proper environment for growth of the economy.
Overall, these factors lead to enhanced levels of productivity, competitiveness, and
innovation in the economy. Investor’s faith is encouraged as well as an environment for
business through the management of the public sector with an emphasis on
accountability and transparency.

But it should be borne in mind that the public sector management can achieve
desirable effects for economic development if and only if it is carried out consistently,
with a need for changing the setup as per the global scenario. The public sector must
evolve at all times with the technology, the global economy, and globalization, and new
phenomena like climate change and epidemics. In this manner, public sector
management becomes a valuable instrument in creating wealth that is both sustainable
and inclusive economic development. For this reason, it is of utmost importance to
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focus on improving the primary functionality and the efficiency of the domestic public
sector management.
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