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Abstract. In ASEAN countries, human development and level of productivity
are still diverse where several countries have achieved higher level of develop-
ment while the others are still in the middle and low. Human development has
three main aspects namely education, health, and the economy and therefore
needs a holistic view including the aspect of economy, politics, and policy sup-
port. This study examines the influence of determinant factors of human devel-
opment that includes the aspect of economy, politics, and public policies, and
how human development influence productivity. This study uses data of ASEAN
countries from 2002 to 2019 and utilizes panel regression method. The results
show that foreign direct investment, industry, index of political stability and ab-
sence of violence/terrorism, voice and accountability index, health spending, ed-
ucation policy, and health policy have a significant and positive effect on the
HDI. On the other hand, the index of maintained debt has a negative and signifi-
cant effect on the HDI. This study also found that HDI has a positive and signif-
icant influence on the level of productivity. The results of this study can serve as
a basis for consideration in improving human development and productivity par-
ticularly by maintaining economic and political stability and strengthening public
policy support.

Keywords: Economy, Education Policy, Health Policy, Productivity, Human
Development.

1 Introduction

Human development is important to boost productivity. The aspects contained in hu-
man development, namely health and education are important inputs for human quality
in their role as components of human capital and labor in the production function. Im-
proving public health and education has an important role in development efforts (To-
daro and Smith, 2015). Human resources who have a good level of health and education
will then be able to make a more optimal contribution to the production
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process. In a more optimal and efficient production process, it can produce better added
value thereby supporting higher economic acceleration in a country.

However, the conditions of development in ASEAN countries, including from the
aspect of human development, are still very diverse. Based on the publication of the
2020 Human Development Report (HDR), the human development index in ASEAN
shows uneven development. There are countries with very high HDI levels such as
Singapore (0.94), Brunei Darussalam (0.84), and Malaysia (0.81). On the other hand,
Laos (0.61), Cambodia (0.59), and Myanmar (0.58) have low HDI.
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Fig. 1. Estimating the Effect of Independent Variables on the Human Development Index
Source: United Nations Development Programme, 2020 Human Development Report

This inequality can also be seen in various components of human development. From
the economic component or in terms of public income (constant USD PPP 2017),
Singapore has the highest per capita income in ASEAN with USD88,155, followed by
Brunei Darussalam with USD63,965. Meanwhile, other countries recorded quite low,
such as Myanmar USD4,961, and Cambodia USD 4,246. In the aspect of education,
Singapore is also the highest with an average school of 11.6 years, and Malaysia 10.4
years, higher than Myanmar and Cambodia which have an average of 5 years. An
overview of the unequal future of education can also be seen through expected years of
education which Singapore recorded at 16.4 years, Thailand at 15 years, while Laos is
still at 11 years, and Myanmar at 10.7 years.

The quality of health in ASEAN countries also has various challenges. Challenges
in the health aspect include issues related to stunting and other health issues such as
tuberculosis (TB), malaria, improved nutrition, and the need for acceleration to increase
access to health for the community. From the human development component, the
health side, which uses life expectancy levels, still varies. The life expectancy rate for
Singaporeans is recorded high at 83.6 years, followed by countries such as Thailand at
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77.2 years and Malaysia at 76.2 years, while countries such as Cambodia, Laos, and
Myanmar have life expectancies below 70 years.

The level of productivity of ASEAN countries is also very diverse. From 2019 World
Bank data, productivity calculated from GDP per working population (constant $ PPP
2017), shows that there are countries with very high levels of productivity such as
Singapore (163,233) and Brunei Darussalam (132,940). Several other countries are still
in the middle category, such as Malaysia (57,000), Thailand (32,366), Indonesia
(24,362), and the Philippines (21,864). On the other hand, there are countries that are
still below 20,000 such as Vietnam (17,976), Laos (14,994), Myanmar (10,935), and
Cambodia, whose productivity are still very low at 7,859. This very unequal difference
needs attention, especially to advance development in ASEAN countries.

To strengthen human development, a comprehensive approach is needed. Human
development has broad dimensions, namely education, health, and the economy. For
this reason, human development policies require support from various factors such as
the economy, politics, and policies from the government. The various mix of influences
from these aspects will improve human development that will contribute to promoting
the country's productivity.

From the economic side, investment and the industrial sector are milestones in
accelerating development. Most ASEAN countries are developing countries, so
investment is an important source of capital to encourage economic activity. Based on
the Partnership for Growth and Development forum adopted in 1996 at the 9™
conference by the United Nations Conference on Trade and Development organization
(cited in Schutter, et al., 2013) it is stated that FDI has an important role in development.
In addition, W. Arthur Lewis stated that the more advanced a country, the economy
will move towards a more modern, industrial-based economy and have a more
sustainable development (Todaro and Smith, 2015). Meanwhile, Hollis B. Chenery
stated that structural changes in a country move from the traditional agricultural sector
to industry (Todaro and Smith, 2015).

Politics and community involvement are seen as having a major role in development.
Stable politics and good community participation will further enhance the effectiveness
of development programs so that higher quality human development can be achieved.
Without political stability, countries can become failed states filled with conflict and
war. The politics and democracy of a country have a positive influence on human
development (Gerring, et al., 2012). Political stability is an important factor for a
country to produce effective policies and programs. Fukuda-Parr (2003) states that
democratic governance through political institutions expands the power and voice of
the people and ensures accountability of decision makers is important in promoting
human development.

Public policy is an important instrument to achieve development objectives. In terms
of dimensions, policies in education and health have a close relation with human
development. According to Todaro and Smith (2015) public financing for education
provides good returns for human quality and productivity, while health financing will
create healthy and productive individuals. Fiscal policy is crucial in ensuring the
availability of development financing, but it needs to be healthy managed. Fiscal
sources of debt are considered to have a sensitive side. Debt has a negative and
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significant effect on economic growth and development (Annisa, et al., 2022).
Meanwhile, public policy programs of education and health programs are also very
much needed. Educational policy has a direct connection to human development given
its dimensions, namely the expected year of schooling, and the average school year. In
addition, the health policy is also a necessary aspect of human development especially
in providing health access and making a healthier society.

Human development will bring more benefits to the development of a country where
better human quality will support the country's productivity. The eighth SDG goal states
that sustainable development including aspects of human development is aimed at
boosting productivity and supporting inclusive economic growth. Human resources are
the main actors for improving productivity (Ravianto, 1986). For that, human
development is very important. A quality and productive workforce is crucial because
other production factors are also influenced by the quality of the workforce that uses it
(Simanjuntak, 1985). Thus, productivity is closely related to labor. Nicholson (2008)
said that labor productivity is seen from the ratio of output per number of workers.
From these perspectives, the better the quality of development, namely the aspects of
education, health and economy will boost productivity and accelerate the country's
development.

From the explanation above, human development needs a holistic approach
including economy, politics, and policies. Previous empirical studies were more partial
and looked more at the economic and fiscal policy sides, while reviewing the political,
educational and health policies on human development was still limited. Study about
debt and development is also still limited and no studies that look at the debt levels in
terms of both the proportion of government debt to GDP and the proportion of
government debt to state income. Study that analyzes public policies in terms of
program in education and health is limited. Majority of previous studies only
investigated human development index, but still limited in analyzing the components
of human development that includes the aspect of education, health, and economy.

Based on the description above, the researcher conducted a study entitled
"Determinant Factors of Human Development and Its Impact on Level of Productivity
in ASEAN Countries". Researchers used the coverage of ASEAN countries considering
ASEAN's position as part of the global community which aims to create a highly
competitive economic region, and an economy that is increasingly integrated both in
the ASEAN region and with the global economy.

2 Literature Review

Literature on human development increasingly requires a comprehensive and multi-
aspect approach. For this reason, empirical research based on data on the impact of
wide-ranging aspects such as economics and politics, and how policy interventions are
carried out to influence human development is needed. In addition, empirical studies
are also needed on how human quality in terms of education, health, and economic
levels, in this case the level of income can boost the level of work productivity.



316 S. E. Saputro et al.

Furthermore, this study discusses how previous theories and research regarding the
interrelationship of the aspects of economic in this case foreign direct investment (FDI),
and the industrial sector, politics, and public policies on human development, and how
the quality of human development affects the level of productivity.

FDI can support a country’s economy because each country has limited resources.
Dollar (1992), Sachs and Warner (1995) as quoted in Ali, et al. (2019) stated that a
country with good foreign investment will have strong productivity and high growth.
FDI can support human development, especially in terms of per capita income. FDI has
a significant effect on per capita income growth while the effect of per capita income
growth is significant in increasing HDI (Sofilda, et al., 2015). Nonetheless, FDI also
has an impact on other components of human development. Ali, et al. (2019) said that
FDI has a significant positive impact on human development both in terms of the
income component and excluding the income component. In addition, Srivastava and
Talwar (2020) say that there is an interrelated relationship between human development
and FDI and economic growth. This illustrates that FDI, and human development will
support accelerated economic development. Additionally, Bayar, et al. (2020) stated
that there is a positive reciprocal relationship between human development and FDI.
For this reason, it is necessary to look at how FDI interacts with the components in
HDI.

Countries with advanced development generally have a good industrial sector,
considering that industry has a high added value to spur economic growth. The richest
and fastest growing economies are those with large industrial sectors (Chang and Zach,
2019). In developing countries, economic transformation generally starts from the
primary sector (agriculture, fisheries, and mining) to the secondary production sector
(industry, manufacturing, construction) and then to the tertiary sector (services and
trade) (Taryono and Purnomo, 2012). However, the industry also has negative aspects.
Li, et al. (2022) states that the level of economic development and the level of openness
have a significant impact on the level of human development, but industrialization plays
a negative role. Nonetheless, the industry can support development. Industry and
medium technology levels have a large positive impact on development (Klafke, et al.,
2018). Industry has relatively good added value, productivity, and efficiency. The
performance of the manufacturing industry has a significant and positive effect on
employment and the human development index (Masruri, 2022).

Political dynamics and the lack of public voice often become a challenge in public
policy. Political upheaval can be counterproductive. Politics and good governance are
prerequisites for a country to be more effective in growth and human development
(Pradhan and Sanyal, 2011). In addition, Khan (2015) says that there is a strong link
between the quality of human development, institutions, and politics. Rontos, et al.
(2019) revealed that perceptions of corruption and income levels, human development,
government effectiveness and the quality of the political system are closely related.
Good community participation will provide an opportunity for people’s aspirations to
improve their welfare. Fukuda-Parr (2003) states that democratic governance through
political institutions that expands the power and voice of the people and ensures
accountability of decision makers is an important condition for promoting human
development. Community participation plays a role in human development. Ahmad and
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Saleem (2014) Government Effectiveness, Political Stability, Corruption Control and
Regulatory Quality have a significant effect on human development. Maiorano and
Manor (2017) found that human development is closely related to the political capacity
and participation of society. With a better level of political capacity and opportunity,
the community will be more able to proactively voice their interests and have the
capacity to improve their welfare.

In Keynesian economic theory, the role of government is very important in
development and economic stability. The role of the government is related to policies
on state revenues and spending in achieving development goals. The policies taken by
the government regarding the adjustment and allocation of the state revenue and
expenditure budget for the national development target are referred to as fiscal policies
(Sudirman, 2011). In this study, researchers focus on fiscal policies in relations with
human development. By looking at the components of human development which
include four main indicators, namely life expectancy, years of schooling, average years
of schooling, and spending per capita adjusted for purchasing power parity, education
and health expenditures are closely related to human development. Regarding the
importance of the educational aspect, Hamzah, et al. (2012) found that the allocation of
government funds spent on education is positively related to the quality of human
development. Meanwhile, Sofilda, et al. (2015) found a positive relationship between
education spending and human development. This is also emphasized in Edeme, et al.
(2017) which states that education spending has a positive impact on human
development. On the other hand, Ranis, et al. (2000) found that public spending on
education on human development has a two-way relationship that influences each other.
On the other hand, health spending is aimed at increasing access to health services for
the community. Sofilda, et al. (2015), Edeme (2017), and Caglayan-Akay and Van
(2017) who found a positive relationship from health spending to human development.
The important role of government spending to improve health services is also
emphasized by Bhowmik (2018) who recommends increasing health spending for the
community.

In addition, in looking at its relation to human development, this research will also
examine fiscal policy from the perspective of government debt policy. The
government's debt policy is basically motivated by limited sources of financing which
are known as the state budget deficit. The budget deficit is the difference between state
revenue and expenditure which is negative, or from this understanding, expenditure is
greater than revenue. To cover the budget deficit and to finance development, large
financing is needed. One of the sources in seeking financing is debt policy. In fiscal
policy, financing can be done through debt and non-debt where non-debt financing can
come from, among other things, excess budget balances, receipt of installment
repayments on loans, and results of asset management. Nonetheless, the government's
debt policy is basically motivated by limited sources of financing or non-debt financing
(see among others: Samuelson & Nordhaus, 2001; Rosen, 2005). The study about debt
and human development is still limited and the majority investigated debt with
proportion to GDP, but not included the proportion of government debt to state revenue.

Public policy programs are crucial to achieve development objectives. The education
policy in this study focuses on compulsory education policy. Arwildayanto (2019) says
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that the compulsory education program accelerates educational equity and has a
significant impact on improving human development by increasing literacy rates,
average length of schooling. In addition, regardless of the level of development of a
country, compulsory education and investment in education can improve welfare (Lu,
2020). There is a causal relationship between education and sustainable economic
growth (Liao, et al., 2019). However, the previous literature was not specific using
years of compulsory education and was more on qualitative analysis. Meanwhile,
immunization is one of the health policy programs that has been implemented in various
countries. Doherty, et al. (2016) stated that immunization supports the use of health
services and general welfare, cognitive development, and economic productivity, so
that ensuring the success of a sustainable immunization program can be the
responsibility of individuals, health workers, government, and industry. In addition,
globally, the HDI score is positively related to an increase in a country's vaccine
coverage (Hayman, 2018). Previous journals were still limited and looked more at
immunization policies using qualitative methods.

The quality of human resources is important in driving productivity. The level of
human development is one of the main factors influencing the growth of labor
productivity (Elmawazini, et al., 2016). Human resources who have good levels of
health and education will then be able to make a more optimal contribution to economic
activity. As in human development, education and health are the main components.
Baharin, et al. (2020) said that education and health had a significant positive effect on
labor productivity. In addition, the quality of human resources (higher education level
and better health status) increases the level of labor productivity, although the impact
of health on labor productivity is greater than the education aspect (Arshad and Malik,
2015).

Discussion regarding the role of economic, political, and public policy on human
development is still developing. This is an opportunity for researchers to continue to
elaborate on various comprehensive aspects to produce optimal policy
recommendations. Focusing on human development is an important prerequisite in the
development of a country and supports productivity.

3 Research Methodology

This study aims to investigate the influence of determinant factors of human
development that includes the aspect of economy, politics, and public policies, and how
human development influence productivity. Accordingly, this study investigates the
impact of political stability index and absence of violence/terrorism influence, vote
index and Accountability, Education Expenditure, Health Expenditure, Maintained
Debt Level, Education Policy (Compulsory Education) and Health Policy
(Immunization Coverage) on the Human Development Index, and how human
development influences productivity in ASEAN countries. This research utilizes panel
regression method. The choice of this method was based on the fact that the panel model
can produce good estimates (de la Fuente, 2000). In addition, the panel regression
model uses a larger number of observations so that it can make the estimation results
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stronger (Hsiao, 1995). The panel method has been widely used in various economic
studies. According to Gujarati (2003), in various studies, the panel data method has
various names including pooled data, combination time series and cross-section data,
micro panel data, longitudinal data, event history analysis, and cohort analysis. Data
processing is done using the Stata application.

This research was conducted based on the 2020 Human Development Report
database, using data from 2002 to 2019. In this research, the first element is to look at
how FDI, industry, political stability index and absence of violence/terrorism influence,
vote index and Accountability, Education Expenditure, Health Expenditure,
Maintained Debt Level, Education Policy (Compulsory Education) and Health Policy
(Immunization Coverage) on the Human Development Index. In addition, this study
will look at how the independent variables interact with the components of human
development index consisting of education, health, and the economy. Then, this study
will see how the influence of HDI and the components of HDI on productivity.

The use of these variables refers to previous studies. FDI variable refers to
research by Sofilda, et al. (2015), Ali, et al. (2019), and Srivastava and Talwar (2020),
who examined FDI as a factor that has an influence on HDI. Industry variables follow
research from Chang and Zach (2019), Li, et al. (2022), and Klafke, et al. (2018)
regarding industrialization and development, and Masruri (2022) about manufacturing
industry and human development. From politics, variable stability politics and the
absence of violence/terrorism refers to research by Gerring, et al. (2012), Pradhan and
Sanyal (2011), and Khan (2015) who looked at aspect political using World
Governance Indicators by the World Bank. Then Rontos et al. (2019), who saw quality
system politics and political stability in development. Meanwhile, voice and
accountability based on Fukuda-Parr's (2003) research on the importance of voice and
accountability in human development, Ahmad and Saleem (2014) about the
effectiveness of government, political stability, control of corruption and quality of
regulation, as well Maiorano and Manor (2017) about society participation in politics.
From the aspect of fiscal policy, education spending refers to research from Hamzah,
et al. (2012), Sofilda, et al. (2015), Edeme, et al. (2017) who looked at the relationship
between education spending and human development, and Ranis, et al. (2000)
regarding the relationship between public spending on education and human
development, and Bhowmik (2018) regarding government spending on education. On
the health expenditure, this study refers to the research of Sofilda, et al. (2015), Edeme
(2017), and Caglayan-Akay and Van (2017) regarding health spending on human
development, as well as Bhowmik's (2018) recommendations regarding health
spending for the community.

In terms of debt policy, this study refers to previous studies and then builds a
maintained debt level index. This study refers to the methodology of Moodys credit
rating that looks at debt in terms of the proportion of to GDP and to state income, which
means that the lower the debt level, the better the index (Moodys, 2019). Debt policy
on development is based on research by Viddy, et al. (2019), Mezni and Djebali (2022)
regarding the importance of government debt in development, and Annisa, et al. (2022)
regarding the need to maintain debt levels, as well as Cecchetti, et al. (2011),
Zaghdoudi, (2018) regarding the need for debt management at a moderate level,
because at a high level, it will have a negative impact. In terms of education and health
policy, this research refers to related previous research. The education policy in this
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study, namely the compulsory education policy refers to Arwildayanto (2019), and Lu
(2020) regarding the importance of compulsory education policy factors in
development, and Liao, et al. (2019) regarding the crucial role of education for
sustainable economic growth. Then from the health policy side, this study refers to the
research of Doherty, et al. (2016) regarding the importance of immunization for health
services, welfare, productivity, and Hayman (2018) regarding the relationship between
immunization coverage and HDIL.

Then, the aspect that will be studied further, namely the relationship between
human development and productivity, is also based on previous research literature.
Improving human quality is an important factor in the development of a country. The
previous research used was Elmawazini, et al. (2016) regarding the positive relationship
between human development and labor productivity, Baharin, et al. (2020) regarding
the importance of education and health on labor productivity, and Arshad and Malik
(2015) regarding the relationship between the quality of human resources seen from
higher levels of education and better health status with increased labor productivity.

The model used is as follows

IPMit=a+ B 1 FDIit+ B2 IDT it+ B3 STPit+ B 4 SAK it + B 5 BPD it + p 6 BKH
it+B7KTU it+p 8 KPB it+p 9 KKI it + e it (1)

Where: IPM is human development index, FDI is direct investment, IDT is industry,
STP is stability in politics and no exists violence/terrorism, SAK is voice and
accountability, BPD is education expenditures, BKH is health expenditure, KTU is
maintained debt level index, KPB is education policy, KKI is health policy, and e is
error coefficient.

This research will also further examine the interaction between the dependent
variables to the sub-components of the human development index consisting of
education, health, and the economy to investigate whether they have the same impact.

Subsequently, this study will examine how the HDI in regards the impact of
the independent variables influences productivity, hence the model as follow:

PDV it= o + B 1 IPMFitted it + ¢ it )

Where: PDV is labor productivity, IPM Fitted is fitted value of HDI.

In addition, this research investigates the interaction between sub-HDI (IPMP/
education, IPMK/health and IPME/economic) on productivity.

This study uses statistical procedures to select panel data estimates. Widarjono
(2007) states that there are three tests, namely the F statistical test (Chow test) to choose
between the Common Effect method or the Fixed Effect method, the Hausman test to
choose between the Fixed Effect or the Random Effect method, and the Lagrange
Multiplier (LM) test to choose between methods Common Effect or Random Effect
method. According to Nachrowi and Usman (2006) the choice of the Fixed Effect
method or the Random Effect method can be carried out by considering the purpose of
analysis in research, but there is also the possibility that the data used in the model is
only correct if it is processed by one of the methods due to technical mathematical
calculations.
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4 Results And Finding

Through a series of panel data regression statistical testing techniques, namely the
Chow Test and Hausman Test, the test results obtained that the best equation model is
the Fixed Effect Model. Based on the estimation results of the panel data model using
the fixed effect model, the estimation results are obtained in the following table:

Table 1. Estimating the Effect of Independent Variables on the Human Development Index

Dependent Variable: Human Development Index
Fixed Effect
Independent Variables
Coefficient Std. Error Prob
Foreign Direct Investment 0.0023 0.000660 0.000 ***
Industry 0.0026 0.000438|  0.000 ***
Political Stability and Absence of Violence/Terrorism 0.0330 0.005283 0.000 ***
Voice and Accountability 0.0474 0.006998 0.000 ***
Education Expenditure 0.0018 0.002918 0.541
Health Spending 0.0415 0.006878|  0.000 ***
Level of Maintained Debt Index -0.0058 0.002185 0.008 ***
Education Policy (Compulsory education) 0.0043 0.001094|  0.000 ***
Health Policy (Immunization) 0.0012 0.000229 0.000 ***
Constant 0.4543 0.027830,  0.000
R-squared 0.9134
Model Selection Test
Method Chi-square Probability Conclusion
Chow Test 878.89 0.0000|  Fixed effect
Hausman Test 143.68 0.0000|  Fixed effect

Source: Researcher, Data processed
Key: *** p<0.001, ** p<0.01, * p<0.05

The wvariables of FDI, Industry, Political Stability Index and Absence of
Violence/Terrorism, Voice and Accountability Index, Health Spending, Education
Policy, and Health Policy have a positive and significant effect on HDI. Meanwhile,
the Education Expenditure variable has a positive but not significant effect on the
Human Development Index. On the other hand, the variable Level of Maintained Debt
has a significant negative effect on the Human Development Index. The R-Square value
recorded at 0.9134 illustrates that the variation of the dependent variable from the
regression equation in this model can be explained by the independent variable in the
equation of 91.34 %. Fiscal policies are noted to have had various effects on the HDI.
Education spending policy has a positive but not significant effect on HDI. Meanwhile,
Health Expenditure has a significant positive effect on HDI with a one % increase in
the value of Health Expenditure will increase HDI by 0.0415. On the other hand, the
Maintained Debt Index has a significant negative effect on HDI with every increase of
one unit of Maintained Debt Index will be followed by a decrease in HDI by 0.0058.
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In addition, public policies from a technical perspective, namely education and
health policies, have a significant positive influence on HDI. Compulsory education
policy has a significant positive effect with every one-year increase in compulsory
education followed by an increase in HDI of 0.0043. In terms of health policy, every
one percent increase in immunization coverage will be followed by an increase in HDI
of 0.0012.

This research also conducts further examination on the interaction between the
dependent variables to the sub-components of the human development index consisting
of'education, health, and the economy to investigate whether they have the same impact
or might be different.

Table 2. Estimating the Influence of Independent Variables on the Components of Human
Development Index Including Education, Health, and Economy

HDI Educfmon (Mean Years HDI Health (Life HDI Economy (Income per
of Schooling and Expected . .
N Expectancy at Birth) Capita)
Independent Variables Years of Schooling)
Fixed Effect Fixed Effect Fixed Effect

Coefficient Prob Coefficient Prob Coefficient Prob
Foreign Direct Investment 0.0366|0.002 ** 0.1677|0.000 *** 0.0194|0.001 **
Industry 0.0312(0.000 *** 0.0282|0.133 0.0331[0.000 ***
Political Stability and Absence of 0.3984/0.000 *** 1.7335[0.000 *** 0.3450] 0.000 ***
Violence/Terrorism
Voice and Accountability 1.0053/0.000 *** 1.6837[0.000 *** 0.3111[0.000 ***
Education Expenditure 0.0519]0.356 0.4183|0.003 ** -0.0212]0.431
Health Spending 0.6937(0.000 *** 2.1512/0.000 *** 0.3274/0.000 ***
Level of Maintained Debt Index -0.0609|0.095 -0.1716/0.042 * -0.0682|0.001 **
Education Policy (Compulsory 0.0939]0.000 *** 0.2835[0.000 *** 0.0211]0.058
education)
Health Policy (Immunization) 0.0186(0.000 *** 0.0933|0.000 *** 0.0091(0.000 ***
Constant 6.2257(0.000 57.6888|0.000 7.3428(0.000
R-squared 0.8635 0.9762 0.9572
Model Selection Test
Method Chi-square Probability | Chi-square | Probability | Chi-square | Probability
Chow Test 469.35|  0.0000 520.32 0.0000 2221.37 0.0000
Hausman Test 126.58|  0.0000 129.83]  0.0000 158.51 0.0000

Source: Researcher, Data processed
Key: *** p<0.001, ** p<0.01, * p<0.05

In the model of the influence of the independent variables on the HDI Education,
most of the independent variables have the same direction as in the model of the
influence of the independent variables on HDI. FDI, Industry, Political Stability Index
and Absence of Violence/Terrorism, Voice and Accountability Index, Health Spending,
Compulsory Education Policy, and Health Policy (Immunization Coverage) have a
significant positive effect on HDI Education (Average School Years and School Year
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Expectations). Meanwhile, Education Expenditure has no significant positive effect,
and the Maintained Debt Level Index has a negative but not significant effect on HDI
Education.

In the model of the influence of the independent variables on HDI Health, most of
the independent variables also have the same direction as in the model of the influence
of the independent variables on HDI. FDI, Political Stability Index and Absence of
Violence/Terrorism, Voice and Accountability Index, Health Spending, Compulsory
Education Policy, and Health Policy (Immunization Coverage) have a significant
positive effect on the Human Development Index on the Health side (Life Expectancy).
Meanwhile, industry has no significant positive effect. On the other hand, the
Maintained Debt Index has a significant negative effect on the HDI for Health. An
interesting finding is that education spending has a significant positive effect on HDI
health, whereas the previous impact on HDI was found to be insignificant.

In the model of the influence of the independent variables on the HDI Economy,
most of the independent variables show the same direction as in the model of the
influence of the independent variables on HDI. FDI, Industry, Political Stability Index
and Absence of Violence/Terrorism, Voice and Accountability Index, Health Spending,
Compulsory Education Policy, and Health Policy (Immunization Coverage) have a
significant positive effect on the Economic HDI (Per Capita Income). Meanwhile, the
Maintained Debt Level Index has a significant negative effect on the Economic HDI.
On the other hand, Education Expenditure has no significant negative effect, and
Compulsory Education Policy has a positive but not significant effect.
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Table 3. Model Estimation Results of Human Development and Productivity

Dependent Variable: Productivity

Independent Variable Coefficient | Std. Error Prob
Human Development Index on Productivity
Human Development Index 6.6155( 0.744039| 0.000 ***
Constant 5.4719| 0.517885| 0.000
R-squared 0.9695

HDI Education on Productivity

HDI Component of Education (School

*okk
Year & School Year Expectations) 0.2834] 0.045302) 0.000

Constant 7.2287| 0.453367| 0.000
R-squared 0.9691
HDI Health on Productivity

HDI Component of Health (Life 0.1473] 0.014431] 0.000 **

Expectancy)
Constant -0.5169| 1.035232| 0.618
R-squared 0.9526

HDI Economy on Productivity

HDI Component of Health (Life 0.9466| 0.073714] 0.000 **+

Expectancy)
Constant 1.2389| 0.690648| 0.073
R-squared 0.9689

Source: Researcher, Data processed

Key: *** p<0.001, ** p<0.01, * p<0.05

This study also looks at how the Human Development Index influences productivity
by using the fitted value of the independent variable model equation on the dependent
variable above. Based on the estimation results of the panel data model using the fixed
effect model, the estimation results are obtained in the following table 3.

The results of the estimation of the influence of HDI and Sub HDI of Education,
Health, and Economy on the level of productivity show consistent results in these
models. Thus, the HDI, and the Education, Health, and Economic sub HDI both have a
positive and significant influence on the level of productivity. The R-Square value of
each model, namely HDI on productivity, was recorded at 0.9695, illustrating that the
variation in the dependent variable from the regression equation in this model can be
explained by the independent variable in the equation of 96.95 %. Meanwhile, the R-
Square value of each model of the HDI Sub-HDI for productivity was recorded in the
Education Sub HDI (0.9691), Health HDI Sub (0.9526), and Economy Sub HDI
(0.9689). The results of the model test show that the HDI and each aspect in Sub HDI
have a significant positive influence on the level of productivity in ASEAN countries.
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5 Discussion

Foreign Direct Investment has a positive influence on HDI. The influence of Foreign
Direct Investment is also consistent for each Sub HDI of education, health, and the
economy. These results show that the flow of foreign investment into a country will
bring an increase in the quality of human development. Investment supports economic
activity, business climate and productivity so that residents have greater opportunities
to improve their standard of living and level of welfare. This is in accordance with
Bhowmik (2018) about the importance of investment inflows for human development,
and Ali, etal. (2019), Srivastava and Talwar (2020), and Bayar, et al. (2020) who found
a positive relationship between human development and FDI.

Industry has a significant positive effect on HDI. Industry also has a significant
positive effect on HDI Education and Economy, but not significant on HDI Health. This
result is in line with Chang and Zach, (2019) that found that developed economies have
advanced industrial sectors. On the other hand, these results contradict Li, et al. (2022)
who said industrialization had a negative impact. Nonetheless, this result confirms the
theory that industry can support human development. This is in line with Klafke, et al.
(2018) that industry and medium technology levels have a positive impact on
development. The results of this study are also in line with Masruri (2022) which says
that the performance of the manufacturing industry has a positive effect on employment
and human development.

The Index of Political Stability and Absence of Violence/Terrorism has a significant
positive effect on HDI. These results are consistent with the effect on HDI Education,
Health, and Economy. The results of this study are in line with Pradhan and Sanyal
(2011) who stated that with good politics and governance, countries can be more
effective in their development processes towards higher levels of human growth and
development, and Gerring, et al. (2012), Khan (2015), Rontos, et al. (2019), and
Fukuda-Parr (2003) who found that there is a strong link between the quality of human
development and political stability.

The Voice and Accountability Index has a significant positive effect on HDI. These
results are also consistent with the effect on HDI Education, Health, and Economy. The
results of this study are also in line with research from Fukuda-Parr (2003) which states
that voice of the people and accountability will become an important condition for
human development. In addition, this research is in line with Ahmad and Saleem (2014)
who said that government effectiveness or accountability, political stability, corruption
control and regulatory quality have a significant effect on human development. This
research is also in line with Maiorano and Manor (2017) who found that human
development is closely related to the political capacity and participation of society.

Education spending has no significant effect on HDI. The effect of Education
Spending is also not significant on Education HDI and Economic HDI. On the other
hand, Education Expenditure has a positive and significant influence on HDI Health.
The result of the study does not confirm the findings of previous studies due to the
partial level of significance. In addition, these results also show that education spending
in ASEAN in general still needs to be optimized. Although most of the effect of
education spending on HDI and sub HDI is not significant, the findings in this study
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show an interesting fact that education spending has a positive influence on HDI Health.
This is because proper and appropriate education spending will increase the number of
educated people. People who are increasingly educated will pay more attention to the
level of health both for themselves and for their family members. A good level of health
will be able to improve the life expectancy of the community.

Health spending policies have a positive and significant effect on human
development. These results are consistent with the effect on HDI Education, Health,
and Economy. This result is in line with Sofilda, et al. (2015), Edeme, et al. (2017)
stated that health spending has a positive impact on human development. This result is
also in line with Ranis, etal. (2000) who found that public spending on health on human
development has a two-way relationship that influences each other, and Bhowmik
(2018) who stated the importance of increasing government spending on education and
health. Meanwhile, these results are also consistent with Caglayan-Akay and Van
(2017) who found a positive relationship between health spending and human
development.

The Maintained Debt Level Index has a significant negative effect on HDI. This
effect is consistent with each of the HDI Sub-Components except for the Education
HDI which is not significant. The results of this study are in line with Viddy, et al.
(2019) who said that government debt had a positive and significant impact on human
development, and Mezni and Djebali (2022) who said that the flow of loans through
credible institutions had a positive influence on the human development index. On the
other hand, these results contradict research from Annisa, et al. (2022) who said that
debt has a negative and significant effect on economic development (Annisa, et al.,
2022). Meanwhile, partially these results also do not match the research from Cecchetti,
etal. (2011), and Zaghdoudi (2018) that debt at a moderate level will increase welfare
and increase growth, but at a high level it will be detrimental.

Compulsory education has a significant positive effect on HDI. These results are
also consistent with the interaction of compulsory education on the HDI for Education
and Health, but not significantly for the HDI Economics. The results of this study are
in line with research from Arwildayanto (2019) which says that compulsory education
is positively related to development. Then, these results are also in line with research
from Lu (2020) which states that education policies which include compulsory
education and investment in education have a close relationship with improving
people's welfare. This is in line with research from Liao, et al. (2019) who said that
education and sustainable economic growth have a mutually influencing relationship.

Immunization policy has a significant positive effect on HDI. These results are
consistent with interactions with HDI in terms of Education, Health, and the Economy.
This result is in line with Doherty, et al. (2016) which states that immunization supports
the utilization of health services, general welfare, cognitive development, and economic
productivity, so that collaboration between individuals, health workers, government
and industry is needed. In addition, these results are in line with Hayman (2018) which
states that HDI is positively related to an increase in a country's immunization coverage.

The results of the estimation of the influence of HDI and Sub HDI of Education,
Health, and Economy on the level of productivity show consistent results in various
model tests in this study. HDI, and sub HDI Education, Health, and Economy both have
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a positive and significant impact on the level of productivity. The results of this study
are in line with Elmawazini, et al. (2016) who said that human development is one of
the main factors influencing the growth of labor productivity. Humans with good
quality in terms of education, health and economy will be more productive and support
the effectiveness and efficiency of production. This is also in line with research from
Baharin, et al. (2020) which says that education and health have a significant positive
effect on labor productivity. The results of this study also confirm the results of research
from Arshad and Malik (2015) which said that the quality of human resources (higher
education level and better health status) can increase the level of labor productivity,
although the impact of health on labor productivity is greater. compared to the
educational aspect.

6 Conclusions And Recommendations

This study shows that economic aspects, political aspects, fiscal policy support, and
education and health policies have a crucial influence on human development, while
human development can lead to better productivity. From the aspect of economy, FDI
has a positive and significant effect on HDI. FDI has been shown to have an important
role in human development in ASEAN. Meanwhile, Industry has a significant positive
effect on HDI in ASEAN. The industrial sector also has a significant positive effect on
the Education and Economy, but not significant effect on the sub-Health HDI. These
results confirm the importance of the industrial sector in improving the quality of
human development in ASEAN countries.

Subsequently, political aspects also have a significant influence on human
development. The Political Stability Index and Absence of Violence/Terrorism along
with Voice and Accountability Index have a significant positive effect on HDI. These
results indicate the importance of stable politics play an important role in improving
the quality of human development. Political stability and a good level of security are
indispensable for inclusive development. The results of this study also confirm that the
role of community participation in the country's development is very crucial.

Fiscal policies have various effects on HDI. Education spending does not have a
significant effect on HDI but has a positive and significant influence on health HDI.
These results show that education spending in ASEAN in general still needs to be
optimized. Meanwhile, Health expenditure has a significant positive effect on HDI. On
the other hand, the Maintained Debt Index has a significant negative effect on the HDI.
The results of this study indicate that the role of debt is still very crucial to development
in ASEAN countries and is still an important source of financing.

Public policies in education and health are also found to have an influence on human
development. Compulsory education policy has a significant positive effect on HDI.
This positive effect is consistent with the interaction of the compulsory education policy
variables on the Education and Health sub-HDI, but not significant on the Economic
HDI. Meanwhile, health policy, in this case, immunization coverage, has a positive and
significant effect on HDI. Immunization is found to have an important role in public
health.
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The results of the estimation of the effect of HDI and Sub HDI of Education, Health,
and Economy on the level of productivity show consistent results in various model tests
in this study. HDI and each of the aspects in the Sub HDI have a significant positive
influence on the level of productivity in ASEAN countries. The results of this study can
underline the importance of countries in ASEAN being more active in improving the
quality of human development so that it can spur a good level of productivity.

The results of this study indicate that the aspects of economy, politics, fiscal policies,
and education and health policies have a crucial influence on human development. This
can serve as a basis for policy recommendations. In terms of economy, especially
foreign direct investment, and development of the industrial sector, need to be
intensified. The government needs to strengthen policies to support investment climate
through improving domestic competitiveness along with strengthening industrial
sector. In terms of politics, political stability must be maintained and accompanied by
community participation. Meanwhile, public policies for education and health need to
be further optimized. In terms of education, steps that can be taken include establishing
programs based on measurable outputs and outcomes. The Government must
strengthen cooperation and collaboration in every line to oversee the implementation
of education programs. In terms of health, the Government needs to strengthen the role
of the health budget and encourage better implementation of health programs. The
government should encourage increased access to health services in the community and
try to reduce the proportion of out of pocket spending. Immunization policy also needs
to be continuously improved by ASEAN countries. Meanwhile, the government should
maintain the fundamentals of fiscal policy by strengthening the quality and productive
side of state revenue and spending. The governments of ASEAN countries should
increasingly consider the important role of human development in supporting country
productivity by strengthening development priorities in education, health, and the
economy.
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