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Abstract. This research aims to determine the influence of corruption, political 

stability, inflation and unemployment on economic growth in nine ASEAN 

countries. Apart from that, this research analyzes differences in economic 

growth in nine ASEAN countries before and after the Covid-19 pandemic. The 

data used in this research is quantitative secondary data in the form of numbers 

obtained from the World Bank and Transparency International. The data used in 

this research is a combination of time series and cross section data or panel data 

from 2010 to 2021, namely data on GDP per capita, Corruption Perception 

Index, inflation and unemployment. The Covid-19 pandemic is a dummy 

variable where data before the pandemic is categorized as 0 and data after the 

pandemic is categorized as 1. The analysis method used is the panel data 

regression method. The results of this research show that the corruption and 

inflation variables have a negative and significant effect on economic growth, 

the stability variable has a positive and significant effect on economic growth. 

The unemployment variable has no effect on economic growth. The results of 

this research also show that there are differences in economic growth before 

and after the Covid-19 pandemic 

Keywords: Economic Growth, Corruption, Political Stability, Inflation, 

Unemployment, Covid-19 Pandemic Dummy Variable. 

1 Introduction 

Every nation's economic status, which includes economic activities that gauge how 

well a nation is doing at enhancing its welfare, can be used to verify that nation's 

success. Income per capita, often known as GDP per capita, is the indicator used to 

calculate wellbeing. A nation's level of prosperity increases with its GDP per capita. 

An increase in a nation's capacity to supply economic goods to its population is what 

Kuznets, as cited in Arsyad (2010), characterizes as economic growth. Institutions, 

required technological adjustments, and technological advancements determine this 

rise in capacity. Todaro (2000) asserts that several basic shifts in social structures, 

community attitudes, and national institutions are all part of the multidimensional 

process of economic progress.\. 

Long-term GDP per capita growth is referred to as economic growth (Boediono, 

1982). GDP per capita growth is correlated with economic growth, and both the  
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population and the GDP sides of this relationship must be taken into account. To 

determine GDP per capita, divide the GDP by the total population. 

 

 
Source: World Bank 

Fig. 1. Real GDP Per Capita in 9 ASEAN Countries (2010-2021) 

 

The GDP per capita of the Association of Southeast Asian Nations (ASEAN) varies. 

The real GDP per capita of nine ASEAN nations is shown in Figure 1. For the decade 

of 2010–2021, Singapore has the highest GDP per capita in the area. Despite having 

larger populations and more natural resources than Singapore, neither Indonesia nor 

Malaysia can match Singapore's GDP per capita. Conversely, the GDP per capita of 

nations like Malaysia and Indonesia is comparable to that of the Philippines, 

Thailand, Cambodia, Vietnam, and Laos. Of the nine countries, Myanmar has the 

least amount of GDP per person. 

Additionally, it is clear that, from 2020 to 2021, GDP per capita decreased in each 

of the nine ASEAN nations (Figure 1). It is possible to attribute this reduction to the 

Covid-19 pandemic that year. The epidemic sparked a global catastrophe that had an 

impact on health and the economy. Lockdowns, or widespread social restrictions, 

were imposed, which resulted in slow economic growth. 

Studies on institutional conditions that are able to influence economic growth are 

relevant in developing countries because this group of countries has specific 

characteristics such as high levels of corruption and political instability (Vianna, 

2018). Because this research will use corruption and political stability as variables 

that could influence economic growth. 

Transparency International's Corruption Perception Index (CPI), which is updated 

yearly, can be used to determine the level of corruption in a nation. According to 

Transparency International (2023), the Corruption Perception Index (CPI) has a range 

of 0 to 100. A high score or near to 100 suggests a country that mostly lacks 

corruption, while a low number that is closer to 0 indicates a high amount of 

corruption. Using Transparency International's CPI, a number of empirical studies 
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have examined corruption; these include works by Paldam (2002, 2019), Aidt (2009), 

Goel (2010), Méon (2010), Lessman (2010), Potrafke (2012a), and Cooray (2018). 

Researching the impact of corruption on economic growth can be particularly 

beneficial in the fascinating global region that is ASEAN. The World Bank (2023) 

reports that, in contrast to other nations in this region, Singapore has an exceptionally 

high real GDP per capita. When comparing Singapore's real GDP per capita to that of 

eight other ASEAN nations, the difference is substantial. Interestingly, the pattern of 

real GDP per capita in these nine ASEAN countries is reflected in the degree of 

corruption. Transparency International's CPI statistics shows that Singapore 

consistently outperforms the other eight ASEAN nations, with a CPI score above 80, 

which denotes an absence of corrupt activities. The eight ASEAN countries, on the 

other hand, have low CPI scores, which indicates that corruption is prevalent in these 

countries. 

In addition to institutional settings, other variables that may impact economic 

growth include unemployment and inflation. Factors such as unemployment and 

inflation are crucial for comprehending the state of the economy (Blanchard, 2017). 

Generally speaking, economic growth will be negatively impacted by a high rate of 

inflation. Sukirno (2000) asserts that inflation has a major impact on a nation's 

economic stability. High rates of inflation have an effect on domestic production 

levels and reduce export products output. High inflation lowers production because 

rising prices cause a decline in demand for goods, which in turn lowers production. 

Furthermore, inflation raises labor costs and product prices, which raises the 

fundamental price calculation and, as a result, the selling price of locally produced 

goods. 

It is true that economic growth may be impacted by the unemployment rate. Okun's 

Law explains how the unemployment rate affects economic growth. It states that 

when the unemployment rate is high and resources cannot be used as efficiently as 

possible, public opinion declines and purchasing power (or purchasing power parity) 

is relatively low. People's consumption of goods and services declines as a multiplier 

effect, which affects economic growth. Reduced demand for goods and services 

results from a decline in public consumption, which in turn causes producers to 

reduce their output of products and services (Blanchard, 2006). 

2 Literature Review 

2.1 Economic growth 

According to Kuznets, as referenced in Arsyad (2010), a nation's potential to supply 

economic goods to its populace increases as it experiences economic growth. 

Institutional advancements, technological advancements, and required ideological 

shifts are what are responsible for this growth in ability. Real gross national product 

or real national income growth is a process known as economic growth. If there is real 

production growth, the economy is said to be growing or developing, and economic 

development shows the allocation of inputs and output across different economic 

sectors. 

Appropriate tools are needed to measure an economy's success. The Gross 

Domestic Product (GDP), which is the total amount of final products and services 
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generated by an economy in a given year and expressed in market prices, is one tool 

used to measure economic growth. Since GDP per capita (also known as income per 

capita) more closely represents the standard of living of a nation's citizens than real 

GDP does, it is a more useful indicator of economic progress. 

2.2 Institutions 

Institutions are defined by North (1991) as laws (or restraints) made by people to 

control and mold social, political, and economic relationships. These rules are divided 

into formal rules (constitution, laws, regulations, and property rights) and informal 

rules (customs, traditions, social norms, and religion). Collectively, these regulations 

establish the social contract, particularly the economic one. The definition of an 

institution proposed by Douglas C. North is the one that economists most frequently 

cite. 

Political stability and corruption are the two indicators that are most commonly 

used to evaluate a nation's institutional conditions. High economic costs are a result of 

corruption, which is viewed as a deviation that might skew incentives and direct funds 

toward activities aimed at obtaining rent (Tanzi, 1998). When there are no significant 

changes to the political system (government) or when changes take place within 

predefined parameters, political stability is achieved. 

2.3 Corruption 

While corruption acts may appear quite straightforward, defining corruption is a 

difficult task. Wu (2003) identified three factors that contribute to the difficulty of 

characterizing corruption. First, a society's culture has a big influence on how 

corruption is defined. Second, evaluations of corruption frequently diverge from or 

clash with moral principles. Certain morally reprehensible acts cannot be classified as 

corrupt. Conversely, there are deeds that appear ethically right but are really 

corruptions. Third, a lot of behaviors fall into the gray region, necessitating careful 

consideration or examination of the briber's motivation. 

Grand corruption, as defined by Transparency International (2003), is the term 

used to describe government activities that pervert important laws or government 

functions in order to enrich themselves at the expense of the general welfare. 

Data that characterizes a nation's level of corruption is found in the Corruption 

Perception Index (CPI). Information is gathered from experts' and entrepreneurs' 

opinions regarding how well the government is performing in terms of providing 

services free from corruption. Many people believe that Transparency International's 

annual data releases are reliable indicators of national practices (Transparency 

International, 2003). 

The CPI uses scores or numbers to assess the level of corruption in a nation. A CPI 

score falls between 0 and 100. A low amount of corruption is indicated by a country's 

high score or score that is near 100. On the other hand, a low or nearly zero score 

indicates a significant level of corruption in the nation. 
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2.4 Political Stability 

According to Jack (1985), political stability is the state in which changes to the 

political system (government) either take place within predefined parameters or are 

neither fundamental or revolutionary. 

The World Bank's governance indicators provide the basis for the instrument used 

to gauge political stability. By using an unobservable component model, Kaufmann 

(1999b) creates "governance indicators." "Governance Indicators" are grouped 

together into a composite index after being categorized into multiple categories. A 

distinct governance dimension is shown by each composite indicator. Higher scores 

indicate stronger governance. The range is from -2.5 to +2.5. "Political stability and 

absence of violence" is the cluster that is used to gauge political stability. 

A number of variables that gauge opinions about the possibility that the current 

government will be toppled or destabilized by unlawful or violent means are 

combined to measure political stability and the absence of violence. This cluster 

encapsulates the notion that the potential for disruptive changes in government 

undermines the ability of voters to peacefully elect and remove individuals in power, 

hence directly impacting the sustainability of policies and compromising the quality 

of governance (Kaufmann, 2002). 

When evaluating the political stability and lack of violence index, the World Bank 

takes into account a number of factors, including: armed conflict, violent protests, 

riots, terrorist threats, security risk rating, degree of ethnic, regional, or religious 

conflict, intensity of violent activity, intensity of conflict in society, and stability of 

the government. 

2.5 Inflation 

When there is an extra demand for goods across the board in the economy, it is called 

inflation. It is the overall trend of rising costs for goods and services, which has an 

impact on national output, distribution of income, and allocation of production 

components. The term "equity effect" refers to the impact on income distribution, 

whereas "efficiency" and "output" effects refer to the impact on the distribution of 

production inputs and national income, respectively (Nopirin, 2000). 

Furthermore, Greene (2001) notes that a high rate of inflation is frequently 

interpreted as a sign of macroeconomic instability and the government's incapacity to 

oversee macroeconomic policies. On the other hand, a high enough inflation rate 

(hyperinflation) might have the reverse effect, resulting in a decline in output. When 

there is significant inflation, real money loses a great deal of its value, people rarely 

carry cash, and bartering occurs, which frequently results in a drop in the output of 

products. Output might rise or fall in tandem with inflation. A greater inflation value, 

on the other hand, typically boosts output in real-world scenarios, encouraging 

businesses or entrepreneurs to invest their money. 
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According to Putong (2008), inflation is the state in which the cost of commodities 

as a whole has been rising steadily over time. This means that a price increase for one 

or two commodities does not qualify as inflation. If the price increase is significant 

and impacts the price of other commodities, it is classified as inflation. 

From a conceptual standpoint, Samuelson (2004) defines the weighted average 

price level of goods and services in the economy as the price level in the definition of 

inflation. Price indices, including the producer price index and the consumer price 

index (CPI), are used to measure the level of prices. 

Case (2004) defined unemployment as the percentage of the labor force that is 

neither employed nor actively looking for work. This word refers to those who are 

unemployed and seeking employment, those who work fewer than two days per week, 

or anyone attempting to find a respectable position. An imbalance between the 

number of workers or job searchers and the number of open positions typically results 

in unemployment. The economy is hampered by unemployment since it lowers 

people's income and productivity, which can lead to societal problems like poverty. 

Putong (2008) defines unemployed people as those who are actively seeking 

employment but do not currently hold a job. This category typically includes 

individuals who do not have a job at their working age and during the working period. 

2.6 Framework of The Study 

This study's approach examines how institutional factors, inflation, and 

unemployment affect economic growth in nine ASEAN nations between 2010 and 

2021. According to North (1990), institutions are essential for a nation's economic 

development since they are tools for regulating and controlling economic players in 

the market. 

Political stability and corruption are the two institutional variables that are 

considered. High economic costs are associated with corruption, which is seen as a 

deviation that might skew incentives and cause resources to be allocated for activities 

that seek to extract rent (Tanzi, 1998). Political stability is the state in which changes 

to the political system (government) either don't occur fundamentally or happen 

within predefined parameters. 

There are two distinct theories that explain why corruption has a major effect on 

growth: "sand the wheels" and "grease the wheels." Economic growth is negatively 

impacted by corruption, according to the "sand the wheels" hypothesis, which states 

that rising levels of corruption impede or reduce economic growth. The "grease the 

wheels" theory, on the other hand, contends that corruption promotes growth, with 

higher levels of corruption resulting in faster or more rapid economic expansion. The 

detrimental effects of corruption on economic growth in nine ASEAN nations from 

2010 to 2021 will be the main topic of this study. 
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Fig. 2.  Research Framework 

3 Research Metods 

To guarantee that the subject and object of the research are in line with the stated 

aims, a research project needs to have a well defined scope or bounds. This study 

examines the effects of inflation, unemployment, political stability, corruption, and 

the Covid-19 pandemic dummy variable on economic growth in nine ASEAN 

nations. 

Secondary data, specifically quantitative data presented in numerical form, are 

employed in the study. Time series and cross-sectional data, also referred to as panel 

data, are combined in this study to cover the years 2010 through 2021. The World 

Development Indicator provides Real GDP Per Capita data, which is used to calculate 

the economic growth variable. Transparency International's inverse Corruption 

Perception Index data (Gründler, 2019) is used by the corruption variable. Data on 

governance indicators from the "political stability and absence of violence" cluster are 

included in the political stability variable. The World Development Indicator is the 

source of information on variables related to unemployment and inflation. As a 

dummy variable, the Covid-19 pandemic has two values: 0 prior to the pandemic and 

1 subsequent to it. 

Panel data, a hybrid of cross-sectional and time series data, is used in this study. 

Time sequences, such as daily, weekly, monthly, or annual data, are used to arrange 

time series data. Simultaneously, cross-sectional data is gathered from several 

enterprises, regions, or nations, for instance (Gujarati, 2009:591). The panel data 

regression analysis method is employed in this study. This model illustrates the 

influence of the independent variables on the dependent variable, with economic 
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growth as the dependent variable and corruption, political stability, unemployment, 

inflation, and the Covid-19 pandemic dummy as the independent variables, expressed 

in the following function. 

 

                      .........................................................................(3.1) 

  

equation (3.1) is written in the panel data regression equation model as follows. 

                                            

    ..............(3.2) 

 

based on the conditions of the data used in this research, a transformation into semi-

logarithms was carried out in the following equation. 

 

 Ln                                              

.......(3.3) 

 

where: 

Y = Economic Growth 

X1 = Corruption 

X2 = Political Stability 

X3 = Inflation 

X4 = Unemployment Rate 

D = Covid-19 pandemic (as dummy variable)    

D = 0, Before pandemic (2015-2019) 

D = 1, After pandemic (2020-2021) 

      = Constanta 

              = Coefisien 

     =  cross section 

     =  time series 

    =  error term 

 

if P-value < α then H1 is accepted 
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4 Results And Discussion 

The study's findings show that, in nine ASEAN nations, the corruption variable 

significantly and negatively affects economic growth. Economic growth will be 

impacted by changes in the level of corruption; in the ASEAN countries, higher levels 

of corruption are linked to lower rates of economic growth, while lower levels of 

corruption are linked to higher rates of growth. These results are consistent with the 

original hypothesis, which suggested that the corruption variable had a detrimental 

impact on the economic growth of nine ASEAN nations. 

By rejecting the "grease the wheels" theory, this study backs up the "sand the 

wheels" theory. Corrupt practices impede economic growth, according to the "sand 

the wheels" argument. As per Shleifer's (1993) hypothesis, corruption has a greater 

effect, say, when numerous people are involved in getting project approval and each 

has the authority to veto. Economic growth is hampered by this condition, which 

raises the cost of corruption. As to Myrdal's (1968) assertion, dishonest officials have 

the ability to use their influence to purposefully postpone and hinder projects in order 

to demand additional brie. 

Kurer (1993) asserts that in order to preserve their illicit revenue streams, dishonest 

officials are motivated to instigate additional economic distortions. In order to choose 

who to give public services to in exchange for bribes, for instance, an official has an 

incentive to ration those benefits. In a similar vein, administrators are motivated to 

prevent corruption by restricting the availability of new hires, particularly qualified 

ones, to posts. 

The findings of this study are consistent with research by Gründler (2009), who 

found that corruption hinders economic expansion. According to his research, there is 

an approximate 17% decrease in economic growth for every standard deviation that 

corruption rises. 

4.1 The influence of political stability on the economic growth of 9 ASEAN 

countries 

The state of politics is one element that can affect economic expansion. The study's 

findings demonstrate that political stability significantly and favorably influences the 

economic development of nine ASEAN nations. This suggests that any improvement 

in political stability has an impact on accelerating these nations' economic 

development. Analogously, a decrease in political stability contributes to a loss in 

economic growth in a number of ASEAN nations. These findings support the original 

premise, which states that political stability significantly and favorably influences the 

economic growth of nine ASEAN nations. 

The findings of the study are consistent with research by Uddin (2017), who found 

that political stability and instability affect economic growth. A nation's economic 

growth is positively correlated with political stability and negatively correlated with 

political instability. 
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4.2 The influence of inflation on the economic growth of ASEAN countries 

To put it simply, not all inflation hurts the economy. In fact, little inflation—that is, 

inflation under ten percent—can promote economic expansion. This is due to the fact 

that inflation may encourage business owners to boost their output even more. Since 

rising prices translate into bigger profits, entrepreneurs are encouraged to increase 

their output. Further benefits of increased output include the creation of new jobs. If 

the value rises above 10 percent, inflation will be detrimental. 

The research findings suggest that inflation has a detrimental impact on economic 

expansion. This suggests that economic growth is less affected by an increase in the 

inflation rate. Conversely, a decline in the rate of inflation contributes positively to 

the acceleration of the economic growth of nine ASEAN nations. Because the 

inflation rate is high and uncontrolled in several ASEAN countries, it has a negative 

impact on economic growth in these countries. 

4.3 The Influence of Unemployment on the economic growth of 9 ASEAN 

countries 

According to the study's findings, nine ASEAN nations' economies are growing 

independently of the unemployment variable. Consequently, variations in 

unemployment have no bearing on variations in these nations' economic growth. The 

initial theory, according to which unemployment has a detrimental impact on the 

economic growth of these ASEAN countries, is not supported by the findings of this 

study. 

In these nine ASEAN nations, the impact of unemployment on economic growth is 

negligible. This is because, during the research period, the population growth rate 

stays within normal values, and the unemployment rate is still within a tolerable and 

controllable range. It therefore has no appreciable impact on economic growth. The 

results of this study agree with that of Natasya's (2023) investigation, which found no 

discernible relationship between unemployment and economic growth. Furthermore, 

Panigrahi (2020) presents findings from his study that suggest a negative, albeit 

insignificant, correlation exists between the partial unemployment rate and economic 

growth in ASEAN nations. 

The study's findings do, in fact, demonstrate that the Covid-19 pandemic's dummy 

variable had a detrimental impact on the economic expansion of nine ASEAN nations. 

This indicates that certain ASEAN nations' economic growth was hindered by the 

Covid-19 epidemic. The study's findings support the original theory, according to 

which these nine ASEAN nations' economies were negatively impacted by the Covid-

19 pandemic. 

 

5 Conclusion 

This study concludes that, over the years 2010–2021, corruption significantly and 

negatively impacted the economic growth of nine ASEAN nations. This suggests that 

economic growth is inversely correlated with corruption levels: higher corruption 
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levels are associated with lower economic growth. For these nine ASEAN nations, 

however, political stability has a favorable and noteworthy impact on economic 

growth from 2010 to 2021. This suggests that economic growth will increase in 

proportion to levels of political stability.  

Regarding money, these nine ASEAN nations' economic growth is adversely and 

significantly impacted by inflation between 2010 and 2021. Keep in mind that 

unchecked or excessive inflation will hinder economic expansion. From a social 

perspective, unemployment has no discernible impact on economic growth in these 

nine ASEAN nations between 2010 and 2021. This is due to the fact that the 

unemployment rate was manageable during the research period. Last but not least, the 

Covid-19 epidemic has a big effect on economic expansion. These nine ASEAN 

nations saw a decline in economic growth following the Covid epidemic. 
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