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Abstract

This study aims to provide an overview the effect of the physical, psychological, social capital
quality measured through education, honest behavior, and security againts the welfare in nine
ASEAN countries on the period of 2008 - 2018. This study used secondary data in the form of
per capita gross domestic product at constant prices, means years of schooling, corruption
perception index and global peace index in nine ASEAN countries on 2008-2018. Data analysis
used in this study is panel data regression analysis with the approach of Fixed Effect Model. The
results showed that the variables of education, and honest behavior had a positive effect on the
variable level of welfare in nine ASEAN countries in the period 2008 - 2018. Whereas for the
security variable shows the results had no significant effect on the variable level of welfare in
nine ASEAN countries in the period of 2008 — 2018.
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1. Introduction

In the era of the industrial economy, the key to international competition is the high quality
human resources. Indonesia as a developing country with the fourth largest population in the
world, needs a comprehensive increase in national power. Then a question arises, what is the
relationship between education and well-being? In theory, education can improve the quality of
the workforce, encourage the spread of new knowledge, and improve the ability of the
workforce. Theories of economic development in which a multidimensional process involves
major changes in social structure, community attitudes, national institutions and accelerating
economic growth, reducing inequality, and eliminating absolute poverty (Todaro and Smith,
2006).

Economic development is a multidimensional process involving major changes in social
structure, attitudes of society, national institutions and accelerating economic growth, reducing
inequality, and eliminating absolute poverty (Todaro and Smith, 2006). Economic development
essentially has several objectives, one of which is to improve better welfare for the community
which includes increasing and equitable distribution of consumption of basic needs, increasing
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income levels and life improvement, increasing education equity, expanding economies of scale
and availability of social choices for each individual (Todaro and Smith, 2006).

In order to implement economic development, capital is needed to achieve successful economic
development. Referring to the World Bank (in Abbas, 2010) capital is divided into physical
capital, human capital, and natural capital. Sustainable economic development can occur if
improvement of physical capital and human capital increased without exploit natural capital.
Today, human capital is no longer considered as a residual factor that has no direct relationship
to economic development and welfare level. Human capital is now seen as a major growth
engine that has a role in driving and encouraging economic growth and development.

Since the end of 2015, the member countries of the Association of Southeast Asian Nation
(ASEAN) have become more integrated with the establishment of AEC (ASEAN Economic
Community). AEC is an integrated economic region in Southeast Asia and a realization of the
ASEAN Vision 2025, and also the ultimate goal of economic integration in the Southeast Asia
region that can create a single market to increase the flow of trade in goods and services,
investment, and skilled labor. In the end, it is intend to improve the welfare of ASEAN member
countries, achieve stability and strengthen the economy in facing the global competition (Suroso,
2015).

The increasingly integrated ASEAN income currently requires ownership of specific knowledge,
skills and expertise by the workforce. Without an increase in expertise and skills, efforts to
increase productivity will be difficult to achieve, and this will hamper economic development.
Therefore, it is necessary to develop physical, psychological and social capital as a prerequisite
for strong economic development for ASEAN member countries. Increasing physical,
psychological, and social capital in the context of increasing a country's economic growth can be
developed from several variables, one of the most important is through the education variable.
Good education will increase the ability of the state to improve modern technology, innovate,
master the science and technology, and can increase capacity and productivity in order to create
an increased economic development, and ultimately create an increase in society (Muljarijadi,
2011). The role of education is very important in increasing human capital and increasing
economic growth in a country, as Ozturk (2001) has stated that no country can achieve
development supported by increasing investment in development in education, so education will
improve the quality of life, it will also bring broad and social benefits to individuals and society.

In addition to education quality to improve welfare, most country has several problems. One very
critical problem is corruption. So far, corruption in Indonesia has become a serious problem.
This is shown through the ranking of corruption in Indonesia which is still relatively high
compared to other countries. During this time corruption continues to occur in the structure of
human social life over a period of time. Corruption is considered to have a negative impact on
human life both on the economy of society, as well as on the norms and culture of society.
Corruption has become a problem in a country, both developed and developing countries.

Corruption has become an obstacle to development, and a barrier to improving the welfare of
society, and is a serious problem in various countries in the world, including in the ASEAN
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region. Corruption will continue to occur in the structure of human social life throughout a
period of time. Corruption is considered to have a negative impact on human life both on the
economy of society, as well as on the norms and culture of society. Corruption has become a
problem in a country, both developed and developing countries. Due to its vast impact on human
life, corruption is a common enemy that must be eradicated (KPK, 2016).

The relationship of corruption with the economy can be viewed through two major theories that
are often debated, namely corruption as the oil of the development wheel (grease the wheels
hypothesis) and corruption as an obstacle to the development of the wheel (sand the wheels
hypothesis). The opinion of GWH (Grease The Wheels Hypothesis) is analogous in an effort to
get a company establishment permit. Leff (1964) and Lui (1985) revealed that in a bad condition
of the institutional system, the management and granting of a company establishment permit
would take a long time and be convoluted. To reduce waiting time for obtaining company
permits, individuals give bribes to public employees in order to obtain convenience in obtaining
these permits. Meanwhile, Sand The Wheel Hypothesis (SWH) believes that corruption has a
negative impact on the economy. This was supported by SWH's support, including
RoseAckerman (1978), Shleifer and Vishny (1993), Jain (2001), Mo (2001), Mauro (1995;
1998), Meon and Sekkat (2005), Henderson and Kuncoro (2005) 2006), Rivayani (2008).

The general view, tends to be more agreed that corruption as a barrier to the development wheel
(SWH) due to corruption disrupts economic activity by inhibiting the efficient allocation of
resources in the economy. This opinion is in line with the statement of the World Bank (in
Nawatmi, 2013) which estimates that more than US $ 10 billion or around 5% of world GDP
every year is lost due to corruption. However, corruption also has a positive effect on the
economy through a number of ways such as making the bureaucratic process shorter and can
shorten the waiting time list so as to enable a faster permit process (Guriev, 2003; Nawatmi,
2013).

Apart from the positive and negative impacts of corruption on the economy, it must be realized
that corruption is not a good thing to do because corruption means taking people's rights just to
benefit themselves. Therefore, an antidote to corruption is needed to prevent people from acts of
corruption and prevent corruption to grow and develop in a country. American Institute of
Certified Public Accountants (AICPA) in Arens et al. (2012: 366) has compiled guidelines to
prevent and detect corruption, one of which is by instilling a culture of honesty. A culture of
honesty means that honesty is accepted and practiced as a habit. Habits are behaviors that are
done repeatedly, and therefore in achieving a culture of honesty must start from honest behavior.
Honest behavior is the product of good quality education, which in turn will create moral human
capital and have positive values.

Economic development and economic growth in addition to being influenced by education, and
people's behavior, are also influenced by several factors, one of which is the investment climate,
consumer confidence, and other aspects of collective community awareness that are factors that
can influence economic growth. If a country experiences a conflict, the investor will not invest,
the bank will not provide loans, and producers cannot maximize their production, and the level
of welfare of the people will fall. Therefore, a good level of security of a country will maintain
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the stability of the economy and improve the welfare of the community by avoiding the
community from the dangers of conflict and protecting the community from the threat of danger
(Karimi, 2015).

The level of security in a country also plays an important role in the formation of social capital.
A well-maintained level of security will create peace and avoid conflict. A country that avoids
conflict will create quality human resources. If a country has a bad level of security and has a
conflict, then the people will be filled with fear and difficulties to be able to develop their human
capital to be better (Justino, 2011).

The level of welfare can divert people's attention from complaints that cause conflict, on the
contrary conflict can make a country unable to guarantee welfare because it is preoccupied with
saving itself or resolving conflicts (Portland Trust, 2007). Based on several studies that show that
conflict can cause economic growth to decline. A good and stable level of security will prevent a
conflict from occurring and maintain peace in the country.

Education, honesty behavior, and security levels are met, then it can create quality physical,
psychological, and social capital. Therefore, improving the quality of capital must be a vital
agenda for all countries. According to the World Bank (in Abbas, 2010) the progress of human
capital can increase productivity affecting a country's economic growth. More than that, quality
and prosperous physical, psychological, and social capital are the causes and goals of a country's
development. Although in general physical, psychological, and social capital are important
determinants of economic development and economic growth, they can also be a gap between
developing and developed countries.

In general, almost all developing countries have low physical, psychological and social capital.
This can happen because most developing country people lack the skills and productivity needed
by more modern and more advanced industries and professions. On the other hand, people in
developing countries have only a few people with higher education backgrounds, and lower
living standards compared to developed countries. Especially when compared to the quality
standards of education in developed countries, developing countries will lag very far even though
the country is still in the ASEAN region.

Of course, these problems will make it difficult for developing countries to advance, and remain
trapped in their status as developing countries for a long time. Seeing from these problems,
developing countries must pay more attention to physical, psychological, and social capital as the
main focus of the country's development to achieve better economic growth.

2. Method

This research was conducted in the ASEAN region which included nine of the ten Southeast
Asian countries, that are Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines,
Singapore, Thailand and Vietnam. Whereas Brunei Darussalam encounter limitations and
incompleteness of data, so Brunei Darussalam could not be included in this study. The timeframe
that would be used as a reference are from 2008 to 2018.
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Variables in this study consist of dependent variables (bound) and independent variables (free).
The dependent variable in this study is welfare and the independent variables in this study
consist of education, honest behavior, and security. The data used in this study is secondary data,
which includes GDP per capita, means year of schooling, corruption perception index, and global
peace index.

Data analysis techniques that used in this study is panel data analysis methods. This method
combines data across time (time series) and across regions (cross section). The cross section data
in this study are nine (9) countries in the ASEAN region. While the time series data used are
2008-2018 period. So there are 9 cross-sectional units and 11 time periods which overall have 99
observations.

The econometric models used in this study are as follows:
W = B0 + BLPENDit + B2JJRit + B3KEAit + &
Explanation:

W: Welfare Level

PEND: Means Years of Schooling

JJR: Corruption Perception Index

KEA: Global Peace Index

B: Variable Coefficient

it: Combination of time series data and cross section

E: Error term

3. Results

In this study the data obtained were processed using STATA 14 software in a panel using three
approaches, namely: Pooled Least Squared (Common Effect), Fixed Effect (Covariance Model),
and Random Effect (Error Component Model) approaches. The choice of panel data analysis
method used in this study can be determined through the chow test and the hausman test. Both of
these testing tools are the best way to determine which model is best for use in panel data
regression analysis.

www.ijebmr.com Page 71




International Journal of Economics, Business and Management Research

Vol. 4, No. 06; 2020

ISSN: 2456-7760

Table 1. Chow Test Results

Fixed-effects (within) regression Number of obs = 99
Group variable: id Number of groups = 9
R-sq: Cbs per group:
within 0.8305 min = 11
betwsen 0.3142 avg = 11.0
overall 0.8144 max = 11
F(3,87) = 142 .10
c-:-:rtu_iF ¥b) = 0.1278 Prob > F = 0.0000
LnPDEcapita Coef. Std. Err. t P>t 5% Conf. Interval]
Pend .3709692 .0254585 14.57 0.000 3203676 .4215708
Kor .1051283 .01995%¢ 5.27 0.000 0654563 .1448002
GPL 0237215 .09158345 .26 0.797 -.155009 .20e4521
_cons 4.59047%¢6 .2524916 19.43 0.000 4.402942 5.406651
sigma u .55745972
sigma e .0E358€45
rho .9871563¢6 (fraction of variance due to u_i)
T test that all u i=0: F(8, 87) = 31%8.12 Prob > F = 0.0000

Source: Chow Test STATA 14, 2020

Based on the results of the Chow Test shown in table 1 above using an F table with a = 5% and a
Prob > F value of 0.0000 indicates that the probability value is smaller than the alpha value
(0.0000 < 0.05). This states that the Chow Test results reject the hypothesis to use Pooled Least
Squared and accept the hypothesis to accept the Fixed Effect Model. Then the Hausman Test is
performed to determine the Fixed Effect Model or Random Effect Model method used in panel
data regression analysis.
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Table 2. Hausman Test Result

. hausman fe re, sigmamors

— C0effiCients —
(b) (B) (b-B) sgrt (diag(V_b-V_B))
fe re Difference 5.E.
Pend .3709692 3654512 .005518 .00818¢¢
Kor .105128: 1145735 -.00%4452 00311
GPI .0237215 0083553 .0153662 .0200934

Test: Ho:

chi2 (3)

Prob>chi?

inconsistent

b = consistent under Ho

Source: Hausman Test STATA 14, 2020
Based on the Hausman Test results shown in table 4.2 above shows the value of Prob > Chi-Sqg2
statistics of 0.0234. At the significance level a = 5% and a probability value of 0.0234, it
indicates that the probability value is smaller than alpha (0.0234 < 0.05). This states that the
Hausman Test rejects the hypothesis for using the Random Effect Model and accepts the
hypothesis for using the Fixed Effect Model. Thus, the best panel data regression technique that

will be used in this study is the Fixed Effect Model.

difference in coefficients not systematic

and Ha; obtainesd from xtreg

under Ha, efficient under Ho; obtained from xtreg

After passing several empirical model selection tests, this research will use the Fixed Effect
Model. In Table 3 below explains the Fixed Effect Model statistical test results processed
through STATA 14 software.
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Table 3. Fixed Effect Model Statistics Test Results

. xtreg ln x Pend Kor GFI, fe

Fixed-effects (within) regression Number of o

[F=IT]

Group wvariable: id Humber of groups

F-=3q: Obs per group:
within

between

oo
o
=
AT
il
1
[
=

overall

0
[}
i
H
;
m
)
o
[}
-
[}
1
o
H
[}
o
W
m
/]

rho .98715635 (fraction of wvariance dues to :_i]

F test that all u_i=0: F(8, 87) = 319.12 Prob > F = 0.0000
Source: FEM STATA 14 regression results, 2020

From the results of the Fixed Effect Model statistical tests the following equation is obtained: W
=4,904797 + 0,3709692 Pend + 0,1051283 Kor + 0,0237214 GPI + e

4. Discussion
Effects of Education on Welfare Levels

In this study it is known that the educational variable has a positive and significant influence on
the level of welfare variable. The coefficient value of the education variable (LnPEND) is
0,3709692 which means that if education rises by 1 percent then the level of welfare will
increase by 0,3709692%. The results obtained from the test are in accordance with the initial
hypothesis that education has a positive effect on the level of welfare in nine ASEAN countries
in the period 2008-2018.

It is also in accordance with the role of education that can improve the ability of a country to
absorb modern technology, innovate, and be able to increase the capacity and productivity of a
country's society, so that the income per capita obtained and the standard of living of the
community increases, which in turn increases the level of community welfare. The results of this
test are in line with research conducted by Lutz et al which states that education has a positive
and significant effect on the level of welfare of a country.
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Effect of Honest Behavior on Welfare Level

In this study it is known that the variable of honest behavior has a positive and significant
influence on the level of welfare variable. The coefficient value of the honest behavior variable
(JJR) is 0,1051283 which means that if honest behavior increases by 1 percent, the level of
welfare will increase by 0,1051283%. Thus the test results are in accordance with the initial
hypothesis that honest behavior has a positive effect on the level of welfare in nine ASEAN
countries in the period 2008-2018.

The results of this study are in accordance with the role of honest behavior which is one of the
psychic capital behaviors of someone who can prevent someone from committing acts of
corruption, so that the welfare of the community is not only enjoyed by a few groups. The results
of this test are also in line with research conducted by Widiastuti (2013), which states that
corruption can reduce the well-being of people in several countries, and it requires inculcation of
honest behavior in order to overcome it.

Effect of Security on Welfare Levels

In this study it is known that the safety variable has no significant effect on the variable of
economic growth. Thus the test results are not in accordance with the initial hypothesis which
states that security negatively affects the level of welfare in nine ASEAN countries in the period
2008-2018. Security should have a role to maintain the stability of the economy and increase the
level of welfare of the community by preventing the community from conflict and protecting the
community from the threat of danger. But security can also produce negative peace, Galtung
(2008: 16) defines negative peace as the absence of various other forms of violence. This
definition is indeed simple and easy to understand, but seeing the reality that exists, many people
continue to experience suffering due to invisible violence and injustice.

Acknowledgments

The nine ASEAN countries in this study should improve the quality of education. Not only the
quality of education, but also motivate and encourage people in the nine countries to get
education up to the level of higher education. By pursuing higher education, it is hoped that the
community will be able to master science and technology, innovate and increase productivity. In
addition, the other nine ASEAN countries that need to be considered are aspects of corruption
eradication, in order to enhance economic development and public welfare. In order to eradicate
the problem of corruption, policies that can be applied are the inculcation of values and a culture
of honesty from an early age. Not only that, giving strict sanctions to individuals and officers
when involved in corruption cases needs to be improved. It is also hoped that there will be
integrity pacts among the nine countries in the eradication of corruption in ASEAN countries.

The level of security in a country is also important given that a country needs to maintain
security in each country and between countries. Nine ASEAN countries need policies that are
able to maintain the peace and security of a country. The safety factor arises from the community
itself without any coercion or pressure from any party. If the community already has a positive
sense of peace (positive peace), then it is easier for a country to maintain that security. The
policies suggested to maintain the security of a country are to increase the
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country's security and defense resources, strengthen the system of state security and defense
institutions, educate the public about the importance of peace in the country early on, as well as
increase public participation in maintaining security and defense between states.
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APPENDIXES
Appendix 1
Data
GDP Pendidika Korupsi Keamana
Growth n n
Negara  Tahun CO”S}(‘;"/;‘)t 2010 (tahun)  (indeks) (indeks)
Cambodia 2008 763,508498 3,900 1,800 2,179
Cambodia 2009 752,7964806 3,700 2,000 2,179
Cambodia 2010 785,5022829 4,400 2,100 2,252
Cambodia 2011 827,7770138 4,400 2,100 2,301
Cambodia 2012 873,9492833 4,500 2,200 2,207
Cambodia 2013 922,8902057 4,600 2,000 2,263
Cambodia 2014 972,7427283 4,700 2,100 2,201
Cambodia 2015 1024,621365 4,700 2,100 2,179
Cambodia 2016 1079,630539 4,700 2,100 2,161
Cambodia 2017 1137,821397 4,800 2,100 2,065
Cambodia 2018 1205,040941 4,800 2,000 2,101
Indonesia 2008 2885,309275 7,100 2,600 1,983
Indonesia 2009 2979,004714 7,300 2,800 1,851
Indonesia 2010 3122,362815 7,400 2,800 1,946
Indonesia 2011 3270,61949 7,500 3,000 1,979
Indonesia 2012 3421,27352 7,600 3,200 1,913
Indonesia 2013 3563,299864 7,800 3,200 1,879
Indonesia 2014 3692,973446 7,900 3,400 1,853
Indonesia 2015 3824,274885 7,900 3,600 1,768
Indonesia 2016 3968,055911 8,000 3,700 1,799
Indonesia 2017 4120,428561 8,000 3,700 1,850
Indonesia 2018 4284,652535 8,000 3,800 1,853
Laos 2008 1010,390665 4,400 2,000 1,810
Laos 2009 1068,168511 4,500 2,000 1,701
Laos 2010 1140,599205 4,600 2,100 1,661
Laos 2011 1213,184693 4,800 2,200 1,687
Laos 2012 1290,837748 5,000 2,100 1,662
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Appendix 2
Pooled Least Squared Methods

reg 1ln % Pend Kor GP
Source S5 df 15 Number of chs = 9g
F(3, 93) = 403.90

Model 136.14525

Eesidual 10.6741257

.38175 Prob > F = 0.0000

2359218 B-squared = 0.9273
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Appendix 3
Fixed Effect Model Methods

Number of obs = 95
Number of groups = g

B-3q: Obs per group:
within = 0.830 min = 11
between = 0.8 avg = 1.0
overall = 0.8 max = 11
F (3,87 = 142.10
corr{u_1i, ¥b) = 0.1278 Procbh > F = a.0000
1n x Coef Std Err t = | [95% Conf Interval]
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Appendix 4
Random Effect Model Regression

. ¥treg ln_x Pend Eor GPI, re

em]

tandom-effects GLS regression Number of obs = 99

Group variable: id Number of groups = 9

R-=3qg: bs per group:
0.8300 min = 11

wWwithin
between = 0.8214 avg = 11.0

overall D.8214 max = 11

Wald chiz(3) = 458.42

corr(u_i, X) = 0 (assumed) Prob > chi2 = 0.0000
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Pend Jg5451z2 14,58 0.000 .316242
Eor 1145735 5.60 0.000 L0744543
GPI .00B3552 .05 a. -.1743591

_cons 4.9415g62 17.04 0.000 4,373544

sigma u .39963147
sigma_e 00358648
rho . 97531427 (fraction of wvariance dus to u_i)
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