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Abstract. This study aims to synthesize the role of leadership and industrial policy in influencing public financial
performance in the post-COVID-19 context, in the midst of limited studies that integrate the two variables
comprehensively. This study uses a systematic literature review (SLR) approach based on the PRISMA guidelines by
analyzing 50 selected articles from the Scopus database through thematic analysis techniques and narrative synthesis.
The results of the study show that industrial policy does not directly affect public financial performance, but through
mediation mechanisms such as digitalization, innovation, and governance quality. Meanwhile, leadership plays a key
factor that determines the effectiveness of policy implementation through strengthening coordination, institutional
capacity, and policy consistency. This finding also reveals that most of the literature still uses economic performance
indicators as a proxy, so direct measurement of public financial performance is still limited. This research contributes
by developing an integrative conceptual framework that connects structural (industrial policy) and agency (leadership)
variables in explaining public financial performance. These findings have important implications for the formulation
of more adaptive and institutional capacity-based policies in dealing with post-global crisis dynamics.
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I. Introduction

This research departs from the increasingly complex dynamics of global change after the COVID-19
pandemic, which not only shakes economic stability but also tests the capacity of public policy and
leadership in maintaining the country's financial performance. In this context, industrial policy has again
become a strategic instrument used by various countries to encourage economic recovery, strengthen
industrial structures, and increase national competitiveness. Industrial policy has evolved from a
protectionist approach to a more integrative approach, which combines aspects of digitalization,
technological innovation, and environmental sustainability.

Research by W. Cai et al. (2026), Bao et al. (2025), and Zhang et al. (2025) emphasized that the
integration of digital technology in industrial policies is able to improve the efficiency, productivity, and
sustainability of the industrial sector. In addition, Yu et al. (2026) and Chen & Chen (2023) suggests that
digitalization serves as a mediation mechanism that strengthens the relationship between policy and
performance. Nevertheless, the effectiveness of a policy is not only determined by the design of the policy
itself, but also by risk factors, uncertainty, and policy consistency as described by Hudson et al. (2026) and
Hedeler et al. (2023). In this context, the phenomenon that emerges is an imbalance between policy
ambition and the results achieved, especially in the aspect of public performance. This shows that there are
other factors that play a role in bridging policy and outcomes, one of which is leadership. Therefore, it is
important to understand how the integration between industrial policy and leadership can affect public
financial performance, especially in the context of the post-global crisis.

Further, empirical phenomena show that although various countries have implemented industrial
policies aggressively, the results obtained tend to vary and are not always optimal. Research by Hansen &
Koslowski (2026), Jean & Sié (2023), and Li et al. (2023) suggests that the impact of industrial policies is
heterogeneous depending on sectors, regions, and economic characteristics. In addition, Kwon et al. (2026)
and Du et al. (2025) found that industry policies do not always result in performance improvements directly,
but are rather influenced by structural factors such as the level of competition, innovation capacity, and
market conditions.

In a broader context, Wibisono et al. (2025) and Gianelle et al. (2024) emphasize that governance and
institutional quality are key factors in determining policy success. These findings are reinforced by Gyérffy
(2024) and Allan & Nahm (2025), which shows that the political system and the position of the state in the
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global value chain also affect the effectiveness of industrial policies. However, most of the research still
focuses on macroeconomic performance, such as productivity, innovation, and exports, while public
financial performance has not been studied specifically. In fact, public financial performance is an
important indicator in assessing policy success, especially in terms of budget efficiency, fiscal stability, and
quality of public spending. Thus, there is an urgent need to examine the relationship between industrial
policy and public financial performance more comprehensively. This is becoming increasingly relevant in
the post-COVID-19 context, where pressure on public budgets has increased significantly. Therefore, this
study seeks to fill this gap through a systematic literature review approach.

In addition to policy factors, the literature also shows that leadership has an important role in
determining the success of public policy implementation. Blakeley et al. (2025), Wojtaszek et al. (2025),
and Won et al. (2024) emphasizing that leadership functions as a link between policies and implementation
practices in the field. Visionary and collaborative leadership is able to improve coordination between actors,
strengthen institutional capacity, and ensure policy consistency. In the context of industrial policy, Fuentes
& Pipkin (2026) and Salihu (2025) shows that leadership style and political support can determine the
direction and success of policies. In addition, Mclaren & Kattel (2025) emphasizing that institutional
capacity influenced by leadership is a key factor in managing complex and innovation-based policies.

Other research, such as Zhou et al. (2024) and Zheng et al. (2024) also show that adaptive leadership
to digital transformation is able to increase policy effectiveness in dealing with environmental changes.
However, most research on leadership is still separate from industrial policy studies, so it does not provide
a complete picture of the relationship between the two variables. This shows that there are gaps in the
literature that need to be filled through an integrative approach. Therefore, this study positions leadership
as a key variable that mediates and moderates the relationship between industrial policy and public financial
performance.

Based on this background, this research is important to be conducted for several main reasons. First,
there is a need to comprehensively understand how industrial policies and leadership interact in influencing
public financial performance. Second, most of the previous research is still partial and has not integrated
the two variables in a complete analytical framework. Third, the post-COVID-19 context presents new
challenges for governments in managing public finances, so a more effective and adaptive policy strategy
is needed. Fourth, the systematic literature review approach allows for a more in-depth synthesis of various
scattered research findings. Thus, this research is expected to make a theoretical and practical contribution
to the development of public policy.

Theoretically, this research expands the literature by integrating the concepts of industrial policy,
leadership, and public financial performance. Practically, this research can be the basis for policymakers in
designing more effective strategies to improve public financial performance. Thus, the urgency of this
research lies not only in the academic aspect but also in its practical relevance in facing current global
challenges.

In line with this goal, this study aims to synthesize the existing literature to answer the three main
research questions that have been formulated. First, this research aims to identify the characteristics,
approaches, and evolution of the concept of industrial policy in relation to public performance, especially
public financial performance. Second, this study aims to analyze the role of leadership in influencing the
effectiveness of industrial policy implementation and its implications on public performance. Third, this
study aims to identify patterns of relationships, mechanisms, and research gaps in the literature related to
the integration between leadership, industrial policy, and public financial performance. These three
objectives are designed to provide a comprehensive understanding of the relationship between variables in
a broader context. In addition, the purpose of this research also reflects an exploratory and integrative
systematic literature review approach. Thus, this research not only aims to summarize the existing literature
but also to develop a more comprehensive conceptual framework. This is important to provide direction for
future research and improve the quality of analysis in the field of public policy.

In conjunction with the existing literature, this research serves as an effort to synthesize and further
develop various previous studies that have examined industrial policy, leadership, and economic



performance. As shown in various studies that have been compiled, including in previous research review
documents, there is a tendency that these studies are still fragmented and have not integrated all variables
in one analytical framework. This research tries to bridge these gaps by combining various existing
perspectives into one more comprehensive framework. In addition, this research also adopts and develops
important concepts such as digital transformation, governance quality, and policy mix to explain the
relationship between policy and performance. Thus, this research has a strategic position in the literature
because it is not only complementary but also makes a new contribution to the development of theories.
Furthermore, this research also emphasizes the importance of a multidimensional approach in
understanding the relationship between policy and public performance. Therefore, this research is expected
to be an important reference for researchers and practitioners in the field of public policy.

Based on the overall description, the formulation of the problem in this study is focused on three main
questions, namely: (RQ1) how the characteristics, approaches, and evolution of the concept of industrial
policy in the literature in relation to public performance, especially public financial performance; (RQ2)
how the role of leadership in influencing the effectiveness of industrial policy implementation and its
implications on public performance; and (RQ3) what are the patterns of relationships, mechanisms, and
research gaps identified in the literature related to the integration between leadership, industrial policy, and
public financial performance. These three problem formulations are designed to provide clear direction in
the literature analysis process. In addition, the formulation of this problem also reflects the systematic
literature review approach that focuses on the synthesis and integration of knowledge. Thus, this research
is expected to make a significant contribution to the development of the literature and provide relevant
recommendations for policymakers.

Based on the description above, the main phenomenon behind this study is the mismatch between
industrial policy ambitions and the results achieved in public performance, especially financial
performance. Although various countries have implemented industrial policies intensively, the results
obtained show variations and inconsistencies, and do not always have a direct impact on performance.

In this context, the state of the art literature shows that industrial policy and leadership have been
widely studied as important factors in improving economic performance, with an emphasis on mediation
mechanisms such as digitalization, innovation, and governance. However, the existing literature still has
significant limitations.

The research gap in this study lies in three main aspects. First, most of the research still uses economic
performance indicators as proxy, so it has not explicitly examined public financial performance. Second,
studies on industrial policy and leadership still tend to be carried out separately and have not been integrated
into a comprehensive analytical framework. Third, the mechanism of the relationship between variables is
still partial and has not fully explained the interaction between structural and institutional factors, especially
in the post-COVID-19 context.

Based on the research gap, the novelty of this research lies in the development of an integrative
conceptual framework that connects industrial policy as a structural variable and leadership as an agency
variable in explaining public financial performance. In addition, this research also offers a contribution by
identifying the role of mediation and moderation mechanisms in the relationship between variables, thereby
providing a more comprehensive understanding of the effectiveness of public policy in the context of the
post-global crisis.

II. Literature Review

The literature on the relationship between industrial policy, leadership, and public performance
develops within a variety of complementary theoretical frameworks. At the most fundamental level, the
grand theory underlying this research is rooted in state-led development theory and institutional theory,
which emphasizes the role of the state as a key actor in directing economic transformation through industrial
policies. In this context, industrial policy is understood as a strategic instrument to encourage economic
growth, innovation, and structural change (Singh, 2023; Allan, 2024). In addition, governance theory and
institutional capacity are also important parts of the grand theory, which explains that the success of policies



is greatly influenced by the quality of institutions, policy coordination, and the ability of the state to manage
policy complexity (Gianelle et al., 2024; Mclaren & Kattel, 2025). Within this framework, public financial
performance is not only influenced by economic factors but also by the effectiveness of governance and
policy implementation capacity (Chen & Chen, 2023).

At a more specific level, the middle-range theory in this study includes policy mix theory, digital
transformation, and leadership theory. Policy mix theory explains that the effectiveness of industrial
policies is highly dependent on consistency and integration between policy instruments Hedeler et al.
(2023). Policy mismatches can lead to uncertainty that negatively impacts investment and economic
performance. Furthermore, the theory of digital transformation explains that digitalization acts as a
mediation mechanism that strengthens the relationship between policy and performance (Chen & Chen,
2023; Yu et al, 2026). Digitalization allows for operational efficiency, increased innovation, and
transparency in policy management. Meanwhile, leadership theory emphasizes that leadership plays a role
as an agency factor that connects policy with implementation (Blakeley et al., 2025; Wojtaszek et al., 2025).
Effective leadership is able to improve coordination, reduce uncertainty, and strengthen institutional
capacity in implementing policies.

At the applied theory level, this research refers to various empirical studies that show how industrial
policy and leadership interact in real contexts. Research by W. Cai et al. (2026) and Zhang et al. (2025)
shows that digital-based industrial policies are able to improve energy efficiency and industrial
performance. Bao et al. (2025) and K. Cai (2025) show that industrial policies can improve the resilience
of industrial chains as well as domestic added value. However, research by Hudson et al. (2026) and Wan
et al. (2025) suggests that policy uncertainty and risk perceptions can hinder policy effectiveness. In
addition, research by Kwon et al. (2026) and Sun et al. (2025) shows that the impact of industrial policies
is not always linear and is heavily influenced by the context of the sector and the structure of the industry.
In the context of leadership, research by Fuentes & Pipkin (2026), Salihu (2025), and Richardson (2025)
shows that leadership style and political support have a significant influence on the success of policy
implementation. Thus, applied theory shows that the relationship between policy, leadership, and
performance is complex and multidimensional.

Conceptually, this research framework is built on the integration of industrial policy as a structural
variable, leadership as an agency variable, and public financial performance as an outcome variable.
Industrial policy plays a role in determining the direction of economic development through policy
interventions, while leadership functions as a mechanism that ensures that the policy is implemented
effectively. In this framework, public financial performance is directly influenced by industrial policies
through increasing productivity, efficiency, and state revenue, as well as indirectly through the role of
leadership that mediates the effectiveness of policy implementation. In addition, moderation factors such
as digitalization, governance, and policy uncertainty also play a role in strengthening or weakening these
relationships (Chen & Chen 2023; Hedeler et al. 2023; Gianelle et al. 2024). Thus, the conceptual
framework of this study places the relationship between policy and performance within a complex and
dynamic system framework.

Previous research has shown that industrial policies have a significant influence on various
performance dimensions, both at the micro and macro levels. Wibisono et al. (2025) shows that investment
and innovation policies can increase productivity and economic added value. Qanas et al. (2025) shows that
industrial policies can encourage economic diversification and increase fiscal stability. However,
Bérnthaler et al. (2025) criticize that overly growth-oriented policies can ignore sustainability aspects. In
addition, Watkins et al. (2024) show that industrial policies play an important role in increasing production
capacity during the COVID-19 crisis. In the context of governance, Gyo6rffy (2024) and Allan & Nahm
(2025) shows that the quality of institutions and political systems affects the effectiveness of policies.
Meanwhile, research on leadership shows that leadership has an important role in improving organizational
performance and policy effectiveness (Won et al. 2024; Blakeley et al. 2025). However, most studies still
examine these variables separately, so they do not provide a complete picture of the relationship between
industrial policy, leadership, and public financial performance.



Based on the theoretical synthesis that has been described, this study develops a number of conceptual
propositions that explain the relationship between industrial policy, leadership, and public financial
performance. First, industrial policy is seen as a structural instrument that plays a role in improving public
performance through various indirect mechanisms such as innovation, digitalization, and economic
efficiency. Therefore, the following propositions are formulated:

P1: Industrial policy positively influences public financial performance through mediating
mechanisms such as innovation, digitalization, and governance quality.

Second, the literature shows that the success of policy implementation is greatly influenced by leadership

factors as an agency variable that bridges the gap between policy design and implementation practice. Thus,

the following propositions are formulated:

P2: Leadership mediates the relationship between industrial policy and public financial performance
by enhancing coordination, institutional capacity, and policy consistency.

In addition, leadership also plays a role in strengthening or weakening the effectiveness of policies,

depending on the institutional context and environmental dynamics. Therefore, the following propositions

are formulated:

P3: Leadership moderates the relationship between industrial policy and public financial
performance, particularly under conditions of policy uncertainty and institutional variability.

Furthermore, external factors such as digitalization and governance quality play an important role as

mechanisms that strengthen the relationship between policy and performance. Thus, an additional

proposition is formulated:

P4: Digital transformation and governance quality strengthen the indirect effect of industrial policy
on public financial performance.

Overall, this proposition asserts that the relationship between industrial policy and public financial

performance is indirect, complex, and multidimensional, with leadership as a key variable in bridging and

strengthening these relationships. This conceptual framework provides a theoretical basis for the

development of integrative models in subsequent research.
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Figure 1. Conceptual Framework



Figure 1 shows a conceptual framework developed based on theoretical synthesis to explain the
relationships between variables in this study. Based on the conceptual framework that has been compiled,
this study then tests the suitability of the model through a systematic synthesis of the relevant literature.
This process aims to identify whether the relationship between the proposed variables, including the role
of mediation and moderation, is consistently supported by empirical findings in previous studies

III. Research Method

This study uses a Systematic Literature Review (SLR) design with a PRISMA (Preferred Reporting
Items for Systematic Reviews and Meta-Analyses) approach to ensure transparency, replication, and
validity of the literature selection process. The literature search process was carried out on the Scopus
database using a combination of keywords that were systematically compiled, namely: “Industrial Policy
Reform”, “Industrial Policy Strategy”, “Industrial Growth Policy”, “Industrial Competitiveness Policy”,
“Leadership Policy Development”, “Leadership Economic Development”, “Governance Economic
Policy”, and “Leadership Management”.

The inclusion criteria in this study include: (1) scientific articles published in reputable journals
(Scopus-indexed), (2) articles that directly or indirectly discuss the relationship between industrial policy,
leadership, governance, and public/economic performance, (3) articles available in English, and (4) articles
with full-text access. Meanwhile, exclusion criteria include: (1) articles that are not relevant to the focus of
the research, (2) articles without clear abstracts, (3) non-article documents such as editorials, book chapters,
or conference reviews, and (4) low-quality articles that do not meet the standards of reputable journals.
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The selection process was carried out through four stages of PRISMA, namely identification,
screening, eligibility, and inclusion. In the identification stage, 1,069 initial articles were obtained. After
the elimination of duplication and initial screening, articles were selected based on titles and abstracts to
determine relevance. The eligibility stage was carried out through a full-text reading to ensure suitability
with the research objectives, so that 50 final articles were obtained.

Data analysis was carried out using thematic analysis techniques and narrative synthesis. With this
approach, the research ensures that the literature selection and analysis process is carried out in a systematic,
transparent, and replicable manner, resulting in a comprehensive and credible synthesis in explaining the
relationship between industrial policy, leadership, and public financial performance.

IV. Results and Discussion
Literature Selection Results (PRISMA)

The results of the literature selection showed that the initial identification process resulted in 1,069
articles obtained from the Scopus database based on the predetermined keyword combination. Furthermore,
a duplicate removal process was carried out for 205 articles so that the number of articles was significantly
reduced in the initial stage of screening. In addition, a total of 568 articles were eliminated through an
automatic screening process based on the criteria of the year of publication (2023-2026), and 142 articles
were deleted because they did not meet quality standards (Tier Q1). A total of 3 additional articles were
also removed because they did not have adequate abstracts for the screening process. After this stage, there
were 151 articles that entered the title-based and abstract-based screening stage.

In the next stage, 61 articles were excluded because they were not relevant to the focus of the research.
Furthermore, 90 articles entered the full-text search stage, but only 50 articles were successfully accessed
and met the eligibility criteria. A total of 40 articles were not fully accessible, so they were not continued
in the analysis. In the final stage, all 50 articles were declared to meet the criteria and included in the
research synthesis without any additional information from other sources.
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Temporal Distribution of Research Publications

The temporal distribution of publications shows a significant increase in the number of studies in
recent years. Data show that the number of publications before 2000 was relatively very low and tended to
be sporadic. Entering the period 2000-2010, the number of publications began to show a gradual increase,
although still on a limited scale. A more significant increase began to be seen in the period after 2015,
where the number of publications increased consistently every year. This trend of increase became more
pronounced in the period 2020-2026, which showed a drastic surge in the number of publications.

The recent years in the dataset show the highest number of publications compared to the previous
period. This pattern shows an acceleration of research in the topics of industrial policy and leadership,
especially in the context of global changes. In addition, this distribution also shows that most of the articles
analyzed are from the most recent period, thus reflecting recent developments in the literature. Thus, these
results show the concentration of research in the post-COVID-19 period. This pattern shows an increase in
academic attention to the topic of industrial policy and leadership, especially in the post-COVID-19 context.
This indicates a shift in research focus towards the issues of policy effectiveness, economic resilience, and
governance quality in the face of global uncertainty.
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Figure 3. Keyword Research Trends

Research Methodological Characteristics

The results of the synthesis show that the research analyzed uses a variety of diverse methodological
approaches. Most of the studies use quantitative approaches based on panel data, econometric regression,
as well as Difference-in-Differences (DID) and Generalized Method of Moments (GMM) models. In
addition, there are also studies that use qualitative approaches through case studies, in-depth interviews,
and policy analysis.

Several studies combine these two approaches in the form of a mixed-method to obtain more
comprehensive results. This variety of methods shows that the study of industrial policy and leadership is
not limited to one specific approach. In addition, the use of quantitative methods tends to be dominant in
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measuring the impact of policies on economic and environmental performance. Meanwhile, qualitative
approaches are more widely used to understand the process of policy implementation and the role of actors.
Conceptual research is also found in a significant amount, especially in building theoretical frameworks.
Thus, these results show methodological diversity in the literature analyzed.

These findings suggest that research in this area is dominated by quantitative approaches that focus
on measuring policy impact, while qualitative approaches provide a deeper understanding of the
implementation process. This indicates a tendency to integrate methodological approaches in understanding
the complexity of the relationship between policy and performance.

Research Variables and Focus

The identification results show that the variables used in previous research can be classified into three
main groups, namely policy variables, leadership variables, and performance variables. Policy variables
generally include industrial policy, digital policy, environmental policy, and policy mix. Leadership
variables include leadership style, governance, institutional capacity, and political support. Meanwhile,
performance variables include various indicators such as productivity, innovation, energy efficiency, and
economic and environmental performance.

In addition, some studies also use mediation variables such as digitalization and technological
innovation. Moderation variables that are often used include industrial structure, level of economic
development, and policy uncertainty. The variation of these variables shows that the relationship between
policy and performance is complex and multidimensional. In addition, not all studies use public financial
performance indicators directly. Most studies still use economic performance indicators as a proxy. Thus,
these results show variations in research focus in the literature.

This shows that the relationship between industrial policy and public performance is multidimensional
and involves the interaction between structural and institutional factors. In addition, the use of economic
performance indicators as proxies indicates that there are limitations in the direct measurement of public
financial performance in the existing literature.

Key Findings Related to Industrial Policy

The results of the synthesis show that most studies find a relationship between industrial policy and
improved economic performance. Industrial policies are reported to contribute to increasing productivity,
innovation, and efficiency of the industrial sector. In addition, industrial policies are also found to play a
role in increasing industrial chain resilience and domestic added value. Some studies have also shown that
industrial policies can improve product quality and export competitiveness.

However, there are variations in research results regarding the magnitude and direction of policy
influence. Some studies show that policy impacts are not always significant or indirect. In addition, there
are studies that show heterogeneous effects depending on sectors and regions. Industrial policies are also
found to have a relationship with environmental sustainability through reducing emissions and improving

energy efficiency. Thus, these results show a variation in findings related to the impact of industrial policy.

These findings show that the influence of industrial policy on performance is not direct, but depends
on various mediating factors and implementation contexts. The emerging patterns indicate that the
effectiveness of policies is largely determined by structural conditions and sector characteristics.

Findings Related to Leadership in Policy Implementation

The results of the study show that leadership is often associated with the effectiveness of policy
implementation. Several studies show that leadership plays a role in improving coordination between actors
and strengthening institutional capacity. In addition, leadership is also found to be related to the quality of
governance and policy consistency. Leadership variables are also associated with the ability to adapt to
environmental changes, including digital transformation. Several studies show that leadership plays a role
as a factor that influences the success of industrial policies.

However, there are variations in the way leadership is measured and defined in the literature. Some
studies use an organizational approach, while others use a political or institutional approach. In addition,
not all studies examine leadership directly in the context of industrial policy. Thus, these results suggest
that the role of leadership in the literature is diverse.
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This shows that leadership plays a key role in bridging policy and implementation. Variations in the
definition and measurement of leadership also indicate conceptual fragmentation in the literature that still
needs to be put together in a more comprehensive framework.

The Relationship between Industrial Policy and Public Financial Performance

The results of the synthesis show that the relationship between industrial policy and public financial
performance is generally indirect. Most studies use economic performance indicators as a proxy to measure
the impact of policies on public performance. Some studies suggest that increased productivity and added
value can contribute to increased state revenue. In addition, economic diversification is also associated with
fiscal stability. However, there are limitations in studies that directly measure public financial performance.
Most studies do not explicitly examine these variables.

In addition, the relationship between policy and public financial performance is often mediated by
other factors such as innovation and economic efficiency. The variation in research results also shows that
there are differences in context and approach. Thus, these results show that studies on public financial
performance are still limited.

These findings indicate that public financial performance has not been studied directly in the literature,
indicating a significant research gap. The reliance on economic performance indicators as a proxy reflects
limitations in the measurement approach used.

Relationship Patterns and Mechanisms in the Literature

The results of the synthesis show that there are several consistent patterns of relationships in the
literature. The relationship between industrial policy and performance is generally mediated by
technological innovation and digitalization. In addition, governance and institutional capacity also play an
important role in determining policy effectiveness. Leadership emerges as a variable related to policy
implementation and coordination between actors.

Some studies have shown that policy uncertainty can affect policy outcomes. In addition, there is a
pattern of indirect relationships between policy and public performance through various mediation
mechanisms. Variation in results also shows inconsistencies in some of the research findings. Some studies
show positive relationships, while others show insignificant results. Thus, these results show the complexity
of relationships between variables in the literature.

This shows that the relationship between policy and performance is non-linear and involves various
mediation mechanisms such as innovation, digitalization, and governance. This pattern indicates that a more
integrative approach is needed to comprehensively understand the relationships between variables. To
clarify the patterns of relationships between variables as well as the mechanisms identified in the literature
synthesis, the findings of this study are visualized in the form of the following thematic diagram:
Discussion :

Research Question 1: Characteristics, Approaches, and Evolution of Industrial Policy

The results of the synthesis show that the characteristics of industrial policy in the literature have
undergone a significant development from traditional approaches to more complex, adaptive, and
multidimensional approaches. These findings are consistent with various previous studies that show that
industrial policy is no longer limited to the protection of the domestic sector, but has evolved into a strategic
instrument that integrates digitalization, innovation, and sustainability (W. Cai et al., 2026; Zhang et al.,
2025).

In this study, it was found that most studies place industrial policy as a tool to drive economic
efficiency and structural transformation, which ultimately impacts improving public performance. This is
in line with the findings Yu et al. (2026) and Chen & Chen (2023) who show that digitalization serves as
an important mechanism in increasing policy effectiveness. In addition, the characteristics of industrial
policy also show a shift towards a sector- and context-based approach, as shown by Hansen & Koslowski
(2026) and Kwon et al. (2026), which emphasizes that policy effectiveness is highly dependent on industrial
structures and economic characteristics. Thus, the results of this study confirm that industrial policy is not
universal, but rather very contextual and depends on the specific conditions of each country or sector.
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Furthermore, the evolution of industrial policy in the literature also shows the integration between
economic policy and sustainability goals. Research by Bao et al. (2025) and K. Cai (2025) It shows that
modern industrial policies focus not only on economic growth, but also on improving the resilience of
industrial chains and domestic added value. These findings are reinforced by Du et al. (2025) which shows
that public policy can steer economic activity towards sustainability, despite the trade-offs between growth
and environmental impact. Nevertheless, research by Bérnthaler et al. (2025) It shows a criticism of
industrial policies that are too growth-oriented, thus ignoring the long-term sustainability aspect.

In addition, Hudson et al. (2026) It shows that the perception of risk and policy uncertainty can affect
the effectiveness of industrial policies, which suggests that non-technical factors also play an important role
in determining policy outcomes. Thus, the results of this study show that the evolution of industrial policy
includes not only changes in policy instruments, but also in the underlying paradigms.

In relation to public financial performance, the results of the study show that the relationship between
industrial policy and public performance is indirect and mediated by various factors. This is in line with the
findings Wibisono et al. (2025) which shows that industrial policies can increase productivity and added
value, which ultimately has an impact on improving economic performance. Qanas et al. (2025) It also
shows that industrial policies can encourage economic diversification that contributes to fiscal stability.
However, this study finds that most studies still use economic performance indicators as a proxy, so the
direct relationship with public financial performance has not been widely studied. Thus, these results
reinforce the research gap in the literature that has not explicitly examined the relationship between
industrial policy and public financial performance. The significance of these findings lies in their ability to
show that industrial policies have great potential in improving public performance, but the mechanisms of
these relationships still need to be studied further. Therefore, this study makes an important contribution to
broadening the understanding of the role of industrial policy in the context of public finance.

These findings are in line with previous research that emphasized the role of industrial policy in
driving structural transformation and economic efficiency. However, this study expands the literature by
showing that these influences are not direct, but rather mediated by factors such as digitalization and
innovation. This suggests that policy approaches that focus only on sectoral interventions are not enough
to optimally improve public performance. Thus, these findings confirm the need for a more integrative
approach in understanding the relationship between policy and performance.

Research Question 2: The Role of Leadership in the Effectiveness of Industrial Policy

The results of the study show that leadership has a very important role in determining the effectiveness
of industrial policy implementation. These findings are consistent with various previous studies that show
that leadership functions as a link between policy and implementation (Blakeley et al., 2025; Wojtaszek et
al., 2025). In this study, it was found that leadership plays a role in improving coordination between actors,
strengthening institutional capacity, and ensuring policy consistency. This is in line with the findings
Mclaren & Kattel (2025) which shows that institutional capacity is a key factor in managing complex
policies. In addition, Fuentes & Pipkin (2026) shows that policy styles influenced by leadership can produce
different outcomes, which shows the importance of the role of leaders in determining policy direction. Thus,
the results of this study confirm that leadership is an important variable in explaining the success of
industrial policies.

Furthermore, the results of the study also show that leadership plays a role in managing uncertainty
and risks in policy implementation. Hudson et al. (2026) suggests that the perception of risk can influence
actors' responses to policies, suggesting that effective leadership is needed to manage those dynamics. In
addition, Wan et al. (2025) It shows that policy uncertainty has a non-linear relationship with innovation,
which suggests that the role of leadership is critical in maintaining a balance between policy stability and
flexibility.

In the context of digital transformation, Zhou et al. (2024) and Zheng et al. (2024) shows that adaptive
leadership can increase the effectiveness of policies in dealing with environmental changes. Thus, the
results of this study show that leadership plays a role not only in policy implementation but also in managing
complex environmental dynamics.
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In relation to public financial performance, the results of the study show that leadership plays a role
as a mediating variable that links policy to performance. Brandt et al. (2025) shows that industrial policies
supported by strong leadership can boost long-term economic growth. In addition, Won et al. (2024) shows

that leadership has a significant influence on organizational performance through various internal
mechanisms. Thus, the results of this study show that leadership has an important role in improving public
performance through increasing policy effectiveness. The significance of this finding lies in its ability to
show that policy success does not only depend on policy design, but also on leadership quality. Therefore,
this research makes an important contribution to integrating leadership variables in industrial policy studies.

These results confirm previous literature that places leadership as a key factor in policy

implementation. However, this study contributes further by placing leadership not only as a supporting
factor but as a strategic variable that mediates and moderates the relationship between policy and
performance. In contrast to some studies that view leadership separately from industry policy, this study
shows that the two are integrated in determining the effectiveness of public policies.
Research Question 3: Relationship Patterns, Mechanisms, and Research Gaps

The results show that the relationship between industrial policy, leadership, and public financial
performance is complex and multidimensional. The most common relationship pattern found is indirect
relationships mediated by innovation, digitalization, and governance. This is in line with the findings Chen
& Chen (2023) and Yu et al. (2026) which shows that digitalization plays a role as a mediating mechanism
in the relationship between policy and performance. In addition, Gianelle et al. (2024) It shows that the
quality of governance has a significant influence on the effectiveness of policies, which suggests that
institutional factors also play an important role in the relationship. Thus, the results of this study show that
the relationship between variables is not linear, but involves various mechanisms that interact with each
other.

In addition, the results also show variations and inconsistencies in the findings of the literature. Some
studies show a positive relationship between policy and performance, while others show insignificant
results. This can be explained by differences in context, methods, and variables used in the study. Kwon et
al. (2026) and Sun et al. (2025) It shows that the impact of policies is strongly influenced by the structure
of the industry and the characteristics of the sector. In addition, Bérnthaler et al. (2025) show that
unbalanced policies can produce negative impacts on sustainability. Thus, the results of this study show
that there is a high complexity in the relationships between variables.

The main research gap identified in this study is the lack of integration between industrial policy and
leadership in explaining public financial performance. Most studies still examine the two variables
separately, so they do not provide a complete picture of the relationship between the two. In addition, there
are limitations in the use of public financial performance indicators in the literature. Most studies still use
economic performance indicators as proxy, so they do not provide a comprehensive understanding of public
financial performance. Thus, this research makes an important contribution in filling the gap through an
integrative approach.

These findings reinforce the view that the relationship between industrial policy and public
performance is complex and non-linear. However, this study also identifies limitations in the literature that
still use economic performance indicators as proxy. This shows that the understanding of public financial
performance is still not sufficiently developed. Thus, this study contributes to filling this gap by offering
an integrative approach that combines structural and agency variables in a single analytical framework.

The findings of this study not only confirm the results of previous research, but also broaden and
deepen the understanding of the relationship between industrial policy, leadership, and public financial
performance. This study shows that partial approaches in the previous literature have not been able to fully
explain the complexity of the relationships between variables. Therefore, this study offers a new perspective
through an integrative approach that emphasizes the importance of the interaction between structural and
institutional factors in determining public performance.

Overall, the findings of this study provide strong conceptual support for all the propositions that have
been formulated. First, the P1 proposition, which states that industrial policy affects public financial
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performance through mediation mechanisms such as innovation, digitalization, and governance quality, is
confirmed through the dominance of empirical findings that show the significant role of digital
transformation and innovation in improving efficiency, productivity, and economic performance, which
has an impact on public performance. Second, the P2 proposition, which places leadership as a mediating
variable, is also supported by various studies that show that leadership plays a role in strengthening
coordination, increasing institutional capacity, and maintaining policy consistency in the implementation
process. Third, the P3 proposition related to the role of leadership moderation is identified in the context of
policy uncertainty and institutional capacity variation, where policy effectiveness is highly dependent on
the quality of leadership in responding to environmental dynamics. Fourth, the P4 proposition that
emphasizes the role of digital transformation and governance quality as factors that strengthen the
relationship between policy and performance is also strengthened by a consistent pattern of findings in the
literature. Thus, the entire proposition in this study is not only conceptually confirmed but also shows that
the relationship between industrial policy, leadership, and public financial performance is indirect,
complex, and multidimensional.

Thematic Diagram of the Systematic Literature Review
Integrating Leadership and Industrial Policy in Enhancing Public Financial Performance
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Figure 4. Thematic Diagram
Integrating Leadership and Industrial Policy in Enhancing Public Financial Performance

Figure 4 presents the results of a thematic analysis of the analyzed literature, which illustrates the
pattern of empirical relationships between variables found in previous studies. These findings are visually
reflected in Figure 2, which shows the pattern of indirect relationships as well as the role of mediation and
moderation between variables. Figure 2 shows that industrial policy does not directly affect public financial
performance, but rather through the main mediation mechanisms, namely digitalization, innovation, and
governance quality. In addition, leadership plays a key role both as a mediator in policy implementation
and as a moderator who strengthens these relationships under certain conditions. These findings also
indicate that reinforcing factors such as digital transformation and governance quality contribute
significantly to increasing the effectiveness of the relationship between variables. The empirical findings
from the literature synthesis show consistency with the conceptual framework that has been built
previously.
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Significance, Implications, and Limitations of Research

The significance of this research lies in its contribution to integrating three main variables, namely
industrial policy, leadership, and public financial performance, in one comprehensive analytical framework.
This research makes a theoretical contribution by developing an understanding of the relationship between
policy and public performance and placing leadership as a key variable in this relationship. In addition, this
research also makes a methodological contribution through the use of a systematic literature review that
allows a more in-depth synthesis of the existing literature. From a practical perspective, this research
provides implications for policymakers in designing more effective strategies to improve public financial
performance. The findings of this study show that industrial policies must be supported by strong leadership
and adequate institutional capacity to achieve optimal results.

However, this study has several limitations. First, this study only uses articles that are available in a
specific database (Scopus), so there may be relevant research that is not included in the analysis. Second,
most of the studies analyzed use economic performance indicators as a proxy, so there are limitations in
measuring public financial performance directly. Third, the systematic literature review approach has
limitations in generalizing the results because it depends on the quality and variety of the research being
analyzed. Therefore, further research is recommended to use an empirical approach to test the relationship
between variables directly. In addition, further research can also develop a more comprehensive analytical
model by considering other factors that affect public performance. Thus, this study provides a solid basis
for the development of further research in the field of public policy and leadership.

V. Conclusion

The conclusion of this study shows that the relationship between industrial policy, leadership, and
public financial performance is complex, indirect, and influenced by various mediation mechanisms and
contextual factors. Industrial policy does not directly determine public financial performance, but operates
through channels such as innovation, digitalization, and governance quality. Meanwhile, leadership plays
akey role as a factor that bridges policy design and implementation, as well as determines the effectiveness
of policies in producing optimal outcomes.

This research offers a novel contribution by developing an integrative conceptual framework that
connects structural variables (industrial policy) and agency variables (leadership) in explaining public
financial performance. This approach expands on the literature that has tended to be partial by showing that
the success of public policy is not only determined by policy design, but also by the quality of leadership
and institutional capacity in implementation.

In addition, this study also identifies limitations in the literature that still use economic performance
indicators as a proxy, so that the study of direct public financial performance is still not adequately
developed. These findings show the importance of developing more specific and relevant indicators in
measuring public financial performance.

The practical implication of this research is the need for policy formulation that is not only oriented
towards policy instruments, but also on strengthening the capacity of leadership and institutions in policy
implementation. Thus, an integrative approach that combines policy and leadership aspects is key in
improving the effectiveness of public financial performance, especially in the face of post-global crisis
dynamics.

Further research is suggested to test the conceptual framework generated through empirical
approaches, both using quantitative and mixed-method methods, as well as to develop more comprehensive
indicators of public financial performance. In addition, cross-border comparative studies and longitudinal
approaches are also needed to understand the dynamics of relationships between variables in the long term.
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