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Abstract 

This study examines the interrelationships among Financial Management and Liquidity, Data Analytics 

and Financial Models, Investment and Portfolio, and Financing and Financial Markets in influencing 

Fiscal Policy and Economic Governance to strengthen financial stability and performance. Using a 

quantitative design with Partial Least Squares–Structural Equation Modeling (PLS-SEM) and 

bootstrapping analysis through SmartPLS version 3.0, the findings demonstrate that effective financial 

management and liquidity control significantly enhance capital efficiency and organizational 

profitability. The integration of data analytics and advanced financial models supported by artificial 

intelligence (AI) improves risk prediction and supports evidence-based financial decisions. Investment 

and portfolio diversification, particularly through sustainable and green investment practices, increase 

rationality in decision-making and promote environmentally responsible growth. Furthermore, 

financing innovations such as peer-to-peer (P2P) lending and research-based investment contribute to 

inclusive access to capital and transparency in financial markets. At the macro level, adaptive fiscal 

policies—through progressive taxation and regional revenue optimization—foster equitable 

development and economic resilience. Overall, the results confirm that the synergy between micro-

level financial efficiency and macro-level fiscal governance is pivotal for creating a resilient, 

transparent, and sustainable financial system. The study provides theoretical insights and practical 

implications for policymakers and financial institutions in developing adaptive, digital-based financial 

models and sustainable fiscal governance aligned with long-term economic transformation. 
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INTRODUCTION 

Financial stability and institutional 

performance are essential pillars in 

achieving sustainable economic growth, 

particularly in the face of increasingly 

dynamic and unpredictable global 

environments. The rapid evolution of 

digital technologies, capital market 

integration, and fluctuating 

macroeconomic conditions have 

intensified the need for an adaptive and 

transparent financial management 

system that aligns closely with national 

fiscal strategies. In such circumstances, 

understanding how financial 

management, investment behavior, and 

fiscal policy interact becomes critical for 

ensuring long-term economic resilience. 

Despite extensive studies on financial 

performance and fiscal management, 

there remains a research gap regarding 

how the integration of data-driven 

financial modeling, investment portfolio 

strategies, and financing mechanisms 

collectively influence fiscal policy 

effectiveness and macroeconomic 

stability. Prior literature has largely 

examined these factors separately, 

offering limited insights into their 

combined impact on national financial 

governance. Therefore, this study 

addresses this gap by developing a 

comprehensive framework that links 

micro-level financial practices with 

macro-level fiscal outcomes through 

empirical analysis. 

The increasing adoption of mathematics, 

statistics, and AI-based financial 

analytics has transformed risk 

management and investment decision-

making processes. However, empirical 

evidence on how these analytical tools 

contribute to broader fiscal policy 

alignment and market equilibrium 

remains insufficient, especially in 

emerging economies. Moreover, the 

growing emphasis on sustainable and 

inclusive financing, such as green 

investments and peer-to-peer lending, 

underscores the urgency of re-examining 

how modern financial instruments can 

support economic governance that is 

both resilient and equitable. 

From a policy perspective, the interplay 

between progressive taxation, regional 

revenue optimization, and fiscal 

inclusivity shapes the trajectory of 

national economic development. 

Understanding these relationships 

provides valuable implications for 

governments seeking to enhance policy 

responsiveness and resource allocation 

efficiency. Thus, investigating the 

synergy between financial management 

systems and fiscal policy frameworks 

offers meaningful contributions to both 

theory and practice. 

Accordingly, this study aims to analyze 

the interrelationships among financial 

management, financial modeling and 

data analysis, investment strategies, 

financing mechanisms, and financial 

markets, and their linkage to fiscal policy 

and economic governance in reinforcing 

financial stability and performance. Using 

a quantitative approach with Partial Least 

Squares – Structural Equation Modeling 

(PLS-SEM), this research empirically 

tests the proposed conceptual 

https://issn.brin.go.id/terbit/detail/20250526101056115
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relationships. The results are expected to 

enrich the existing body of knowledge on 

integrated financial governance, propose 

an adaptive digital-based financial 

model, and provide actionable insights 

for policymakers in strengthening 

sustainable and inclusive economic 

systems. 

LITERATURE REVIEW 

Financial stability and performance 

depend significantly on the effectiveness 

of financial management systems that 

integrate liquidity management, 

investment strategy, risk control, and 

fiscal policy alignment. Previous studies 

have highlighted the importance of these 

components individually; however, there 

remains limited empirical integration that 

connects micro-level financial practices 

with macroeconomic governance 

outcomes. 

Liquidity management has been 

identified as a central determinant of 

corporate sustainability. According to 

Bağci and Kaygin (2024), maintaining 

adequate liquidity enables firms to 

balance profitability and solvency while 

ensuring operational continuity. Liquidity 

also reflects market efficiency, as it 

represents the ease with which assets 

can be converted into cash. Despite its 

recognized importance, previous studies 

often overlook how liquidity management 

contributes to broader fiscal resilience, 

especially in the context of digitalized and 

data-driven financial systems. 

In parallel, the application of volatility 

modeling and diagnostic testing, as 

discussed by Shahandashti et al. (2023), 

provides methodological tools to capture 

dynamic financial fluctuations and risk 

uncertainty. Models such as ARCH and 

GARCH are essential for understanding 

residual variances, yet their integration 

into fiscal and macroeconomic policy 

assessments remains underexplored. 

This gap suggests the need to bridge 

technical modeling accuracy with 

strategic financial governance 

applications. 

Emerging alternative financing 

mechanisms, particularly Peer-to-Peer 

(P2P) lending, have reshaped funding 

ecosystems. Wang and Ni (2023) 

observed that in the UK and US, P2P 

lending has evolved into a hybrid model 

akin to capital markets, offering vital 

funding access for SMEs and 

consumers. Nevertheless, in developing 

economies, the regulatory, fiscal, and risk 

management dimensions of P2P 

financing remain insufficiently 

addressed. Understanding how these 

mechanisms interact with fiscal policy 

and investment governance provides a 

novel contribution to inclusive finance 

literature. 

The advancement of data-driven 

financial decision-making, as highlighted 

by Artzi (2022), underscores the growing 

importance of prescriptive analytics and 

mathematical modeling in finance. While 

predictive and prescriptive tools such as 

network analysis and recommendation 

systems enhance analytical precision, 

their role in supporting fiscal policy 

responsiveness and sustainable 

investment has yet to be systematically 

examined. Similarly, Tan and Ferris 
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(2024) emphasize that the integration of 

artificial intelligence (AI) and analytics 

raises challenges of privacy, ethics, and 

interpretability—dimensions crucial for 

policy-oriented financial governance but 

often absent in empirical fiscal studies. 

Investment and portfolio management 

literature also contributes to this 

discussion. Bolder (2015) outlines that 

large-scale fixed-income portfolio 

management depends on resources, 

governance, risk control, and both 

strategic and tactical planning. Marty 

(2013) complements this view by 

asserting that investment performance 

should be evaluated not only by return 

but by the balance between return and 

risk exposure. Despite these insights, 

few studies have analyzed how these 

investment management principles 

interact with national fiscal strategies to 

stabilize macroeconomic performance. 

Pachamanova and Fabozzi (2016) 

introduce probability distribution-based 

simulations as a method for estimating 

investment terminal value. This 

probabilistic perspective allows for better 

risk forecasting and portfolio 

optimization. However, its linkage with 

public financial policy—particularly in 

forecasting fiscal outcomes or national 

investment efficiency—remains 

underexplored, forming a methodological 

opportunity for this study. 

In evaluating company performance, 

Williams and Dobelman (2018) 

emphasize financial ratio analysis as a 

tool to assess corporate risk and financial 

health. Yet, while ratios inform micro-

level decision-making, their aggregate 

impact on macroeconomic stability and 

fiscal health is rarely integrated into 

financial governance models. Similarly, 

Guerard Jr. (2005)’s exploration of capital 

structure reveals how equity and liability 

configurations influence financial 

resilience, though its interaction with 

fiscal mechanisms such as taxation and 

government borrowing has received 

limited empirical attention. 

The concept of green stock 

diversification further adds a 

sustainability perspective. Aswal et al. 

(2023) argue that mobilizing domestic 

funds through environmentally oriented 

portfolios not only enhances investment 

efficiency but also aligns with sustainable 

economic growth objectives. However, 

the interplay between green financing, 

fiscal incentives, and national investment 

governance remains insufficiently 

analyzed in prior research. 

At the innovation level, Hu (2023) 

explains how R&D investment can 

heighten information asymmetry, leading 

to IPO underpricing due to uncertainty in 

technological outcomes. While 

numerous studies confirm this 

relationship at the corporate level, few 

extend the analysis toward fiscal policy 

implications or the role of innovation 

incentives in mitigating market 

inefficiencies. 

From a policy standpoint, Mendes (2016) 

offers a constitutional liberalism 

perspective, emphasizing the importance 

of progressive taxation and inheritance 

taxes in maintaining equitable wealth 

https://issn.brin.go.id/terbit/detail/20250526101056115
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distribution and sustaining market 

capitalism. Similarly, Carroll and Sharbel 

(2006) demonstrate that declining 

property tax revenues have shifted local 

fiscal reliance toward intergovernmental 

grants and sales taxes. Both studies 

underscore the necessity of designing 

adaptive fiscal frameworks; however, 

they lack integration with financial 

management practices and investment 

strategies that underpin overall economic 

performance. 

In broader macroeconomic terms, Miller 

(2012) highlights the significant influence 

of fiscal policy on diverse economic 

sectors, asserting that the use of rigorous 

analytical methods is essential for 

predicting policy impacts and optimizing 

outcomes. Likewise, Horne (2001) 

identifies investment banks as key 

intermediaries ensuring efficient capital 

market functioning—a component vital 

for sustaining liquidity and investment 

flow but not often examined from the 

perspective of fiscal-policy 

interdependence. 

Synthesizing these findings, it becomes 

evident that existing literature—though 

extensive in examining specific financial 

and fiscal components—lacks a holistic 

framework linking financial management, 

investment modeling, alternative 

financing, and fiscal governance within a 

unified empirical approach. This study 

therefore seeks to fill this research gap 

by empirically analyzing how these 

variables interact to strengthen financial 

stability and performance through Partial 

Least Squares – Structural Equation 

Modeling (PLS-SEM). Such integration 

contributes to developing adaptive, data-

driven, and sustainability-oriented 

financial models aligned with fiscal policy 

objectives. 

Conceptual Framework 

This study conceptualizes financial 

stability and performance as outcomes of 

interconnected financial subsystems that 

operate across both micro and macro 

levels. The framework integrates five 

latent constructs that together form a 

comprehensive model of adaptive and 

sustainable financial governance. 

1. Financial Management and 

Liquidity (X1) 

Represents an organization’s 

capacity to manage cash flow, 

plan financial operations, and 

maintain optimal liquidity. Efficient 

liquidity management ensures 

solvency and operational 

continuity, serving as a foundation 

for financial sustainability. 

2. Data Analysis and Financial 

Models (X2) 

Refers to the use of data analytics, 

mathematical modeling, and 

artificial intelligence to support 

predictive and prescriptive 

financial decision-making. These 

tools improve the accuracy of risk 

assessment and policy 

responsiveness. 

3. Investment and Portfolio (X3) 

Reflects portfolio management 

practices, diversification 

https://issn.brin.go.id/terbit/detail/20250526101056115
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strategies, and sustainability-

oriented investment approaches. 

Effective investment management 

contributes to risk-adjusted 

returns and long-term value 

creation. 

4. Financing and Financial 

Markets (X4) 

Encompasses alternative and 

traditional financing mechanisms 

such as peer-to-peer lending, 

venture capital, and the 

intermediation role of financial 

institutions. This construct also 

includes investment in research 

and development (R&D) that 

influences capital market 

efficiency. 

5. Fiscal Policy and Economic 

Governance (Y1) 

Denotes the macro-level 

mechanisms that shape financial 

system stability through taxation, 

fiscal transfers, and economic 

regulation. Effective fiscal 

governance ensures equitable 

growth and resilience against 

financial shocks. 

The conceptual model assumes that 

micro-level financial management and 

market mechanisms interact with data 

analytics and investment strategies, 

while fiscal policy serves as the central 

driver that translates these interactions 

into financial stability and performance 

outcomes. 

 

Structural Relationships in the Model 

Based on theoretical and empirical 

insights: 

1) Financial Management and 

Liquidity (X1) influence Data 

Analysis and Financial Models 

(X2). 

2) Data Analysis and Financial 

Models (X2) affect Fiscal Policy 

and Economic Governance (Y1). 

3) Financing and Financial Markets 

(X4) shape Investment and 

Portfolio decisions (X3). 

4) Investment and Portfolio (X3) also 

influence Fiscal Policy and 

Economic Governance (Y1). 

5) Fiscal Policy and Economic 

Governance (Y1) serve as the 

final endogenous variable 

representing financial stability and 

performance. 

Thus, the two main causal paths are: 

1. X1 → X2 → Y1 

2. X4 → X3 → Y1 

Hypothesis Development 

Path 1: Financial Management, Data 

Analysis, and Fiscal Governance 

H1: Financial Management and Liquidity 

(X1) have a positive and significant effect 

on Data Analysis and Financial Models 

(X2). 

https://issn.brin.go.id/terbit/detail/20250526101056115
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Strong financial planning and liquidity 

control enable more structured and data-

informed decision-making processes. 

H2: Data Analysis and Financial Models 

(X2) have a positive and significant effect 

on Fiscal Policy and Economic 

Governance (Y1). 

Advanced analytics enhance the 

responsiveness and accuracy of fiscal 

policy formulation and financial 

oversight. 

H3: Financial Management and Liquidity 

(X1) have an indirect positive effect on 

Fiscal Policy and Economic Governance 

(Y1) through Data Analysis and Financial 

Models (X2). 

Effective liquidity management 

influences fiscal stability indirectly 

through improved analytical capacity and 

financial modeling. 

Path 2: Financing, Investment, and 

Fiscal Governance 

H4: Financing and Financial Markets 

(X4) have a positive and significant effect 

on Investment and Portfolio (X3). 

Diverse financing options and market 

participation enhance portfolio 

diversification and encourage 

sustainable investments. 

H5: Investment and Portfolio (X3) have a 

positive and significant effect on Fiscal 

Policy and Economic Governance (Y1). 

Investment diversification and 

sustainability-oriented portfolios 

strengthen fiscal resilience and promote 

long-term economic balance. 

H6: Financing and Financial Markets 

(X4) have an indirect positive effect on 

Fiscal Policy and Economic Governance 

(Y1) through Investment and Portfolio 

(X3). 

Financing mechanisms contribute to 

macroeconomic stability indirectly by 

improving the quality and diversity of 

investment strategies. 

Summary of Hypotheses 

Hypothesis Relationship Description 

H1 X1 → X2 

Financial 
Management 
and Liquidity → 
Data Analysis 
and Financial 
Models 

H2 X2 → Y1 

Data Analysis 
and Financial 
Models → Fiscal 
Policy and 
Economic 
Governance 

H3 
X1 → X2 → 

Y1 

Mediation: Data 
Analysis 
mediates the 
effect of 
Financial 
Management on 
Fiscal Policy 

H4 X4 → X3 

Financing and 
Financial 
Markets → 
Investment and 
Portfolio 

H5 X3 → Y1 

Investment and 
Portfolio → 
Fiscal Policy and 
Economic 
Governance 

H6 
X4 → X3 → 

Y1 

Mediation: 
Investment 
mediates the 
effect of 
Financing on 
Fiscal Policy 

 

https://issn.brin.go.id/terbit/detail/20250526101056115


  E-ISSN: 3090-6962 
JOURNAL OF CENTER FOR ENERGY POLICY AND  
HUMAN RESOURCES CAPACITY DEVELOPMENT 
(JCEPHRCD) Vol 1 No. 1 (2026) 
 

 

Pa
ge
1
2
7

 

Interpretive Summary 

This framework emphasizes that sound 

financial management and analytical 

capability are foundational to effective 

fiscal policy, while robust financing and 

investment mechanisms serve as 

economic drivers that sustain financial 

performance. The dual mediation paths 

(X1→X2→Y1 and X4→X3→Y1) reflect a 

systemic interdependence between 

micro-level financial practices and 

macro-level fiscal governance — forming 

an integrated model for financial stability 

in a data-driven economy. 

RESEARCH METHOD 

This study adopts a quantitative 

explanatory design with a Partial Least 

Squares–Structural Equation Modeling 

(PLS-SEM) approach, processed using 

SmartPLS version 3.0. The method was 

selected for its ability to test complex 

causal relationships among multiple 

latent variables simultaneously, including 

both direct and mediating effects. PLS-

SEM is particularly suited for exploratory 

research models that integrate several 

interrelated constructs, each measured 

by multiple reflective indicators. 

Moreover, it effectively handles non-

normal data distributions and 

measurement errors that often arise in 

perceptual survey-based studies. 

The research model integrates five 

principal constructs: Financial 

Management and Liquidity, Data 

Analysis and Financial Models, 

Investment and Portfolio, Financing and 

Financial Markets, and Fiscal Policy and 

Economic Governance. Each construct 

reflects the multidimensional aspects of 

contemporary financial decision-making 

and economic governance frameworks. 

Population and Sampling 

The population of this study comprises 

individuals who actively participate in 

financial management, investment 

analysis, and fiscal policy formulation 

within the organization. Respondents 

were selected through a purposive 

sampling technique, emphasizing 

participants with relevant expertise and 

experience in financial decision-making 

processes. The inclusion criteria were: 

1. A minimum of one year of 

professional experience in 

financial or managerial functions; 

2. Active involvement in financial 

planning, investment, or policy 

evaluation; 

3. Sufficient understanding of the 

organization’s fiscal and liquidity 

management systems. 

A total of 200 respondents were included, 

aligning with PLS-SEM methodological 

recommendations. According to the “10-

times rule,” this number exceeds ten 

times the largest number of indicators 

related to a single latent construct, 

ensuring adequate statistical power and 

model stability. 

Research Instrument 

Primary data were collected using a 

structured questionnaire constructed 

from theoretical and empirical indicators 

identified through a comprehensive 

literature review. Each latent variable 

https://issn.brin.go.id/terbit/detail/20250526101056115
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was operationalized into three to four 

reflective indicators that capture the 

construct’s conceptual dimensions. 

All items were measured on a five-point 

Likert scale, ranging from 1 (strongly 

disagree) to 5 (strongly agree). This 

scale facilitates nuanced measurement 

of respondents’ perceptions regarding 

the effectiveness of financial 

management, use of financial analytical 

models, investment diversification, 

financing mechanisms, and fiscal policy 

implementation. 

Before formal distribution, the 

questionnaire underwent content 

validation by academic and professional 

experts to ensure its relevance, clarity, 

and construct alignment. A pilot test 

involving 30 participants was conducted 

to evaluate the instrument’s reliability and 

to refine ambiguous statements prior to 

the main data collection. 

Variables and Constructs 

The study model includes five latent 

variables, each representing a distinct 

but interrelated dimension of financial 

and fiscal management: 

1. Financial Management and 

Liquidity (X1) – ssesses the 

efficiency of cash management, 

strategic financial planning, and 

liquidity oversight. 

2. Data Analysis and Financial 

Models (X2) – evaluates the use 

of statistical modeling, 

prescriptive analytics, and artificial 

intelligence in financial decision-

making. 

3. Investment and Portfolio (X3) – 

measures portfolio management 

capabilities, return-risk 

assessment, and commitment to 

sustainable investment 

diversification. 

4. Financing and Financial Markets 

(X4) – xamines access to financial 

instruments such as peer-to-peer 

lending, R&D investment 

initiatives, and intermediation by 

financial institutions. 

5. Fiscal Policy and Economic 

Governance (Y1) – reflects the 

effectiveness of fiscal policy, 

optimization of regional revenues, 

and implementation of 

progressive taxation in promoting 

equitable economic distribution. 

Each construct was modeled as 

reflective, implying that the observed 

indicators are manifestations of the 

underlying latent variable. 

Data Analysis Procedures 

Data analysis proceeded in two major 

phases: measurement model evaluation 

(outer model) and structural model 

evaluation (inner model). 

1. Measurement Model Evaluation 

The outer model was assessed to ensure 

that all indicators validly and reliably 

represent their corresponding constructs. 

a. Convergent validity was 

examined using factor 

loadings (≥ 0.70) and 

Average Variance 

Extracted (AVE ≥ 0.50). 

https://issn.brin.go.id/terbit/detail/20250526101056115
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b. Discriminant validity was 

established using the 

Fornell-Larcker criterion, 

comparing the square root 

of AVE with inter-construct 

correlations. 

c. Reliability was verified 

through Composite 

Reliability (CR ≥ 0.70) and 

Cronbach’s Alpha (≥ 0.70). 

2. Structural Model Evaluation 

The inner model analysis examined 

hypothesized relationships among latent 

variables. The model’s predictive 

accuracy was evaluated using R-square 

(R²) values, while path coefficients and 

bootstrapping p-values determined the 

significance of each relationship. A 

relationship was considered significant 

when p < 0.05. 

Effect sizes (f²) and predictive relevance 

(Q²) were also calculated to assess the 

magnitude and predictive validity of each 

construct. 

Research Procedure 

The research procedure involved the 

following steps: 

1. Instrument Development based 

on theoretical constructs and 

validated measurement 

indicators. 

2. Pilot Testing and Refinement to 

ensure clarity and reliability of the 

questionnaire. 

3. Data Collection through online 

and offline distribution methods. 

4. Data Cleaning to remove 

incomplete or inconsistent 

responses. 

5. PLS-SEM Analysis using 

SmartPLS 3.0 to evaluate the 

validity of constructs, estimate 

structural relationships, and 

interpret model fit indices. 

The final stage involved interpreting the 

empirical results to derive theoretical and 

managerial implications. This 

methodological framework allows the 

study to capture both the structural 

dynamics and predictive relationships 

among financial management, analytical 

modeling, investment decisions, 

financing mechanisms, and fiscal 

governance within an integrated financial 

ecosystem. 

RESULT 

Overview of Structural Model Results 

The structural model demonstrates 

interconnected relationships among the 

main constructs—Financial Management 

and Liquidity (X1), Data Analytics and 

Financial Models (X2), Investment and 

Portfolio (X3), Financing and Financial 

Markets (X4), and Fiscal Policy and 

Economic Governance (Y1). The PLS-

SEM results confirm that all hypothesized 

paths are positive and statistically 

significant (p < 0.05), indicating that the 

conceptual framework is empirically 

supported. 

High path coefficients and t-statistics 

show that effective financial 

management and innovative financing 

mechanisms significantly enhance 

https://issn.brin.go.id/terbit/detail/20250526101056115
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analytical capacity, investment quality, 

and ultimately, fiscal policy performance. 

The findings suggest that the integration 

of financial control, digital analytics, 

investment strategy, and fiscal discipline 

creates a resilient economic governance 

framework. 

1. Financial Management and 

Liquidity (X1 → X2) 

Liquidity and financial control emerge as 

foundational elements for analytical 

capability. The significant path from X1 to 

X2 (β = 0.508; t = 10.281; p < 0.001) 

indicates that sound liquidity practices 

directly improve the capacity for financial 

data analysis and model application. 

Organizations with stronger liquidity 

positions possess the flexibility to invest 

in data infrastructure, analytical software, 

and skilled human resources—key 

enablers of effective financial modeling. 

This aligns with Bağci & Kaygin (2024), 

who highlight liquidity as a determinant of 

corporate sustainability, and with 

Guerard (2005), emphasizing capital 

structure as the backbone of financial 

analytics. 

From a theoretical perspective, this 

relationship resonates with resource-

based theory, where liquidity is 

considered a strategic resource that 

facilitates innovation in financial 

processes. Practically, firms with robust 

liquidity can allocate part of their reserves 

to build analytical capabilities, leading to 

data-driven decision-making and greater 

responsiveness to financial risks. 

2. Data Analytics and Financial 

Models (X2 → Y1) 

The results confirm a significant direct 

link between Data Analytics (X2) and 

Fiscal Policy & Governance (Y1) (β = 

0.318; t = 4.475; p < 0.001). 

This implies that analytical 

sophistication—including the application 

of volatility models (ARCH/GARCH), 

diagnostic testing, and AI-based financial 

forecasting—plays a crucial role in 

shaping fiscal governance effectiveness. 

Empirically, firms or institutions that 

utilize robust diagnostic methods can 

better predict revenue volatility, simulate 

fiscal outcomes, and design more 

efficient tax or expenditure policies. This 

finding extends Miller (2012) and 

Pachamanova & Fabozzi (2017), who 

assert that prescriptive analytics 

enhance fiscal forecasting accuracy. 

Theoretically, this supports institutional 

economics, where decision quality 

improves when fiscal strategies are 

informed by validated, data-driven 

models. Practically, public and corporate 

financial authorities can benefit from 

embedding AI-based diagnostic analytics 

into fiscal planning processes to ensure 

accountability and efficiency in economic 

governance. 

3. Financing and Financial Markets → 

Investment and Portfolio → Fiscal 

Policy (X4 → X3 → Y1) 

The strongest relationship in the model is 

the influence of Financing and Financial 

Markets (X4) on Investment and Portfolio 

(X3) (β = 0.621; t = 14.228; p < 0.001). 
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This indicates that modern financing 

mechanisms—such as peer-to-peer 

(P2P) lending, R&D-based funding, and 

investment banking—significantly shape 

corporate investment behavior. 

A secondary but meaningful effect of 

Investment and Portfolio (X3) on Fiscal 

Policy and Governance (Y1) (β = 0.320; t 

= 4.199; p < 0.001) highlights the 

mediating role of strategic investment in 

influencing macroeconomic outcomes. 

These findings substantiate Wang & Ni 

(2023) and Bolder (2015), who 

emphasize that improved financing 

ecosystems enhance portfolio 

diversification and stimulate fiscal 

resilience. Theoretically, this dynamic 

aligns with modern portfolio theory 

(Markowitz, 1952) and financial 

intermediation theory, suggesting that 

diversified and well-financed portfolios 

reduce systemic risk and promote fiscal 

stability. 

In practical terms, the results emphasize 

that effective regulation of alternative 

financing (e.g., P2P) and stronger 

collaboration with investment banks can 

indirectly strengthen fiscal policy 

outcomes through more efficient capital 

allocation and increased market 

participation. 

4. Investment and Portfolio Dynamics 

(X3) 

Indicators under X3—including portfolio 

return-risk measurement, probabilistic 

simulations, and green investment 

diversification—demonstrate high 

loadings (16.713–18.491), reflecting the 

strategic weight of sustainable and data-

informed investment management. 

Green investment diversification, in 

particular, supports both firm-level 

stability and environmental sustainability, 

resonating with ESG (Environmental, 

Social, and Governance) frameworks. 

The integration of probability-based 

models enhances strategic foresight in 

investment decisions, reducing exposure 

to macroeconomic volatility. 

From a theoretical standpoint, this finding 

integrates modern portfolio theory with 

sustainability finance, demonstrating that 

risk diversification combined with ESG 

principles yields more stable and socially 

responsible investment portfolios. 

5. Fiscal Policy and Economic 

Governance (Y1) 

The dependent construct Fiscal Policy 

and Economic Governance (Y1) is 

significantly influenced by analytical 

capacity (X2) and investment strategies 

(X3). Its indicators—progressive 

taxation, local fiscal revenues, and fiscal 

policy impact—exhibit stable loadings 

(13.402–14.057). 

The empirical evidence highlights that 

fiscal policy effectiveness is driven not 

only by government intervention but also 

by the analytical and financial 

sophistication of institutions. Progressive 

taxation ensures wealth redistribution, 

while diversified fiscal revenue streams 

enhance regional autonomy and 

economic resilience. 

This reinforces the fiscal federalism 

perspective (Oates, 1999), suggesting 
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that decentralization and informed fiscal 

design improve overall governance. In 

practice, these insights advocate for the 

integration of data analytics into fiscal 

systems to enhance evidence-based 

policymaking and transparent budget 

management. 

Integrated Discussion and Theoretical 

Implications 

The overall results demonstrate two 

dominant causal pathways: 

1. X1 → X2 → Y1: Liquidity and 

financial discipline promote the 

development of analytical 

capacity, which subsequently 

enhances fiscal governance 

quality. 

2. X4 → X3 → Y1: Modern financing 

structures foster efficient 

investment portfolios, which 

strengthen macroeconomic 

stability and fiscal policy 

performance. 

These relationships illustrate a shift from 

traditional financial management toward 

integrated financial intelligence, where 

liquidity control, digital analytics, and 

fiscal governance form a unified system 

of sustainable financial performance. 

The findings extend existing theories of 

corporate finance, fiscal economics, and 

financial intermediation by empirically 

demonstrating how micro-level financial 

practices translate into macro-level 

policy impacts through analytical 

mediation. 

 

Practical Implications 

1. Corporate Sector: Firms should 

allocate liquidity reserves not only 

for operational safety but also for 

developing analytical 

infrastructures—such as AI-based 

predictive systems and risk 

diagnostic tools—to improve 

decision accuracy. 

2. Investment Managers: The 

adoption of probabilistic portfolio 

simulations and ESG-oriented 

diversification strengthens both 

financial performance and 

compliance with sustainability 

standards. 

3. Regulators and Policymakers: 

Strengthening P2P lending 

regulations and enhancing fiscal 

data analytics capacity will 

increase the efficiency and 

accountability of public finance 

systems. 

Recommendations for Future 

Research 

1. Conduct longitudinal studies to 

assess causality over time and 

observe the stability of financial 

interdependencies. 

2. Explore mediation and 

moderation effects, particularly 

the moderating role of digital 

maturity in the X2 → Y1 

relationship. 

3. Extend the model to include 

behavioral finance variables to 

capture psychological influences 
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on investment and fiscal decision-

making. 

This study provides empirical 

confirmation that effective liquidity 

management, advanced data analytics, 

and sustainable investment practices 

collectively enhance fiscal policy 

performance and economic governance. 

By integrating micro-financial practices 

with macroeconomic mechanisms, the 

model presents a comprehensive 

approach to achieving sustainable 

financial ecosystems. 

The refined discussion addresses both 

theoretical and practical dimensions, 

demonstrating that strategic alignment 

between financial innovation and fiscal 

governance is essential for fostering 

economic stability and long-term 

development. 

CONCLUSION 

This study confirms that an integrated 

system encompassing Financial 

Management and Liquidity (X1), Data 

Analytics and Financial Models (X2), 

Investment and Portfolio (X3), Financing 

and Financial Markets (X4), and Fiscal 

Policy and Economic Governance (Y1) 

forms a comprehensive framework for 

achieving financial stability and long-term 

sustainability. The bootstrapping analysis 

using SmartPLS reveals that all 

hypothesized relationships are 

statistically significant, indicating a strong 

interdependence among the constructs. 

First, Financial Management and 

Liquidity significantly influence the 

development of analytical capabilities 

and financial model implementation. This 

finding suggests that firms with effective 

liquidity control and sound financial 

planning are better positioned to adopt 

advanced data analytics tools. The ability 

to maintain balanced cash flows, stable 

financial ratios, and a healthy capital 

structure serves as the foundation for 

long-term resilience and profitability. 

Second, Data Analytics and Financial 

Models demonstrate a crucial role in 

enhancing fiscal and economic 

governance. The adoption of volatility 

models, prescriptive analytics, artificial 

intelligence (AI), and big data 

technologies enables decision-makers to 

predict risks with higher precision and 

design more adaptive fiscal strategies. 

This emphasizes the growing importance 

of integrating analytical sophistication 

with transparent and ethical governance 

practices to strengthen the credibility of 

financial decision-making. 

Third, Investment and Portfolio 

Management contributes to sustainable 

financial performance through 

diversification and environmentally 

responsible investment strategies. The 

application of probability-based 

simulations provides more accurate 

estimates of return and risk, supporting 

rational and flexible decisions in volatile 

markets. These findings underline the 

strategic value of green and socially 

responsible investments in achieving 

both financial and environmental 

sustainability. 

Fourth, Financing and Financial Markets 

exert a significant influence on 
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investment activities and fiscal 

performance. Peer-to-peer (P2P) lending 

emerges as an efficient financing 

alternative for small and medium 

enterprises, while R&D-based 

investments stimulate innovation and 

enhance market value. The presence of 

investment banks as intermediaries 

ensures transparency and efficiency in 

capital market operations, reinforcing 

investor trust and market stability. 

Finally, Fiscal Policy and Economic 

Governance represent the culmination of 

these interconnected financial 

mechanisms. Progressive taxation, 

equitable revenue distribution, and local 

fiscal autonomy collectively enhance 

economic resilience and reduce 

inequality. The study demonstrates that 

fiscal policy effectiveness depends on 

the synergy between analytical capacity, 

responsible investment, and inclusive 

financing mechanisms. 

Overall, the research highlights that 

sustainable financial performance is 

achieved through the integration of four 

core drivers—liquidity management, 

data-driven analytics, diversified 

investment portfolios, and adaptive 

financing systems—culminating in 

effective and equitable fiscal 

governance. These interactions not only 

strengthen microeconomic performance 

at the corporate level but also contribute 

to macroeconomic stability and 

sustainable national development. 

From a theoretical perspective, the 

findings extend modern financial 

management, portfolio theory, and fiscal 

economics by empirically validating the 

link between firm-level financial practices 

and national economic governance. 

Practically, the study provides a policy 

framework emphasizing the need for 

data-based fiscal planning, digital 

financial integration, and sustainable 

investment diversification. 

For future research, it is recommended to 

include moderating variables such as 

financial digitalization, environmental 

governance, or corporate transparency 

to provide a more comprehensive 

understanding of the determinants of 

financial performance in the digital 

transformation era. Longitudinal and 

comparative studies across sectors or 

regions are also encouraged to deepen 

causal interpretation and enhance the 

generalizability of the findings.
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