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Abstract

Purpose: Corruption and lack of political stability had been affecting economic 
growth, especially after the 1997 Asian Financial Crisis, with all Asian regions 
facing an economic downturn. This study aims to examine the influence of 
the control of corruption, political stability, foreign investors, and government 
expenditure on economic growth in seven Southeast Asian countries from 
1996 to 2018. 

Design/Methodology/Approach: This study is undertaken fundamentally 
within the context of the theoretical arguments of the basic Solow Model and 
the extended Solow Model which incorporates the element of corruption. To 
ascertain the outcome of the variables, the researcher employed Panel Data 
Analysis, comprising Pool Ordinary Least Square Method (POLS), Fixed 
Effects Model (FEM), and Random Effects Model (REM). The Likelihood 
Test and the Hausman Test were conducted to determine the best models 
for verifying appropriateness among these models. This study analysed 23 
years of data from seven Southeast Asian countries from 1996 to 2018. 

Research Limitations: The study was limited to seven Southeast Asian 
countries. The remaining four countries in Southeast Asia, i.e. Myanmar, 
Timor-Leste, Cambodia, and Laos were excluded due to non-availability of 
data.

Findings: The findings revealed that control of corruption and political stability 
had no significant influence on economic growth in the seven Southeast 
Asian countries. Foreign investments and government expenditure, on the 
other hand, have a significant positive relationship with economic growth in 
those countries. 
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Practical Implication: Based on the findings, it is recommended that future 
research would emphasis on subcategories of government expenditures, 
such as education, agriculture, military, and health. Future researchers 
may also enhance the number of observations by diversifying the countries 
studied, while the current study only examined the Southeast Asian region.

Originality/Value: This study adds to the current literature on the knowledge 
of factors influencing economic growth in the Southeast Asian region. 
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1.0 Introduction

Economic growth in Southeast Asia was heavily impacted by the 1997 Asian financial crisis, 
including loss of foreign direct investment (FDI), which strongly influenced the GDP of many of 
the countries. Consequently, the Southeast Asian economies went through economic reforms 
and structural changes after the crisis (Hsiao & Hsiao, 2006), by focusing on  transparency 
as it is a  driver of economic development, regardless of whether or not an economy was 
expanding or not (Tiwari & Mutascu, 2011).

Financial crimes have a harmful impact on the economy, security, and social well-being of 
the people (Okoye & Gbegi, 2013). In fact, corruption remains one of the dominant concerns 
in modern society (Hakimi & Hamdi, 2017). In the year 2019, Malaysia experienced a critical 
period when the country’s ranking in the freedom from corruption index was almost at its 
lowest point, i.e. 61 out of 180 countries (Transparency International, 2020) with its level of 
corruption perception at a low 47 percent, indicating the existence of corruption in Malaysia. 
While the factors affecting corruption differ from one country to another, no country, however, 
is immune to corruption (Transparency International, 2020) as evident in the various corruption 
scandals, not only in developing countries such as Indonesia, Mexico, and the Philippines, but 
also in developed countries such as Japan and the United States. Such a situation has made 
corruption a global priority for international organisations such as Transparency International, 
Global Witness, and the Anti-Corruption International Association (Ghaniy & Hastiadi, 2017).

Corruption can cause changes to political, cultural, and economic structures (Ghaniy & 
Hastiadi, 2017), especially as democracy and political stability are regarded as crucial factors 
in most of these studies. In fact, the means of exposing and penalising those who conduct 
illegal practices are carried through the protection of civil liberties, an effective and open 
public administration, an operationally responsive judicial system, transparency, and fair 
elections (Turedi & Altiner, 2016). Therefore, politicians who do not want to risk their position 
and prestige are obligated to work efficiently without misusing their authority for private gains. 
For example, Turedi & Altiner (2016) researched 56 countries from 2002 to 2012 and reported 


