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 ABSTRACT 


The  issues  of  fiscal  policy  dependency,  vulnerabilities  of  domestic  economy,  frail 
 financial  uphold,  and  small  fiscal  multiplier  motivated  this  study  to  examine  the 
 relationship between fiscal and monetary policies and economic growth in ASEAN-5 
 for the period of 1970-2015 by using the autoregressive distributed lag (ARDL) and 
 Toda Yamamoto method. Expenditure is significant in ASEAN-5 economies except 
 for Indonesia. Implementation of non-tax in the long run results in expenditure being 
 significant in ASEAN-5 except in Indonesia; tax and non-tax are significant in the 
 Philippines,  Thailand,  and  Singapore;  and  debt  is  significant  in  Indonesia  and 
 Thailand. The policy contributes to the Philippines and Thailand to increase the rate 
 of  non-tax  in  support  of  the  growing  expenditure.  Singapore  highly  recommends 
 increasing the rate of tax and non-tax to decrease its accrued debt. The interest rate is 
 significant in Indonesia and the Philippines, inflation is significant in Indonesia and 
 Thailand, and the exchange rate is significant in Indonesia and Malaysia. The result 
 provides  useful  information  about  the  existence  of  cost  channel  in  Indonesia. 


Singapore  recommends  reducing  its  control  in  the  exchange  rate  as  the  exchange 
 market may not be well developed because of lesser integration with international 
 financial markets. The results support the views of the St. Louis Model that asserts 
 monetary policy is relatively more effective than fiscal policy in Indonesia, and vice 
 versa  in  Malaysia.  Monetary  dominance  exists  in  the  Philippines,  and  there  is 
 cooperation  between  fiscal  and  monetary  policies  in  Singapore  and  Thailand. 


Interaction policies exist in ASEAN-5 except Indonesia. Causality in the interaction 
 term  is  found  in  Indonesia  supporting  the  Post  Keynesian  theory  of  endogenous 
 money, and in Thailand it supports the Non-Ricardian theory. Monetary authorities 
 should be transparent in monetary tools and fiscal authorities to ensure growth stability 
 through accountability in contractionary or expansionary policies in aggregate demand 
 using the fiscal instrument. 


Keywords: fiscal policy, monetary policy, growth, cross-sectional, ASEAN-5  
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 ABSTRACK 


Isu-isu  kebergantungan  dasar  fiskal,  kelemahan  ekonomi  domestik,  pendirian 
 kewangan  yang lemah, dan pengganda fiskal kecil menyumbang  kepada keperluan 
 kajian ini. Kajian ini mengkaji hubungan antara dasar fiskal dan kewangan dengan 
 pertumbuhan ekonomi di ASEAN-5 dalam tempoh 1970 hingga 2015. Kaedah lag 
 edaran  autoregresif  (ARDL)  dan  Toda  Yamamoto  digunakan  dalam  kajian  ini. 


Perbelanjaan  signifikan  berlaku  dalam  ekonomi  ASEAN-5  kecuali  di  Indonesia. 


Pelaksanaan  cukai  bukan  hasil  dalam  jangka  panjang  dalam  perbelanjaan  adalah 
 signifikan di ASEAN-5 kecuali di Indonesia. Sementara itu, cukai dan cukai bukan 
 hasil adalah signifikan di Filipina, Thailand, dan Singapura, manakala hutang pula 
 adalah signifikan di Indonesia serta Thailand. Dasar ini memberi sumbangan terhadap 
 Filipina dan Thailand untuk meningkatkan kadar cukai bukan hasil dalam menyokong 
 perbelanjaan  yang semakin meningkat.  Singapura direkomendasikan meningkatkan 
 kadar  cukai  dan  bukan  cukai  untuk  mengurangkan  hutang  terakru.  Sementara  itu, 
 kadar  faedah  adalah  signifikan  di  Indonesia  dan  Filipina.  Selain  itu  inflasi  adalah 
 signifikan di Indonesia, dan kadar pertukaran signifikan di Indonesia dan Malaysia. 


Oleh itu, hasilnya memberikan informasi yang berguna dimana keberadaan saluran 
 kos di Indonesia. Singapura diperakukan untuk mengurangkan kawalan dalam kadar 
 pertukaran kerana pasaran pertukaran mungkin tidak berkembang  dengan baik.  Ini 
 disebabkan oleh integrasi yang lebih rendah dengan pasaran kewangan antarabangsa. 


Hasil ini menyokong pandangan Model St Louis yang menegaskan dasar kewangan 
 yang  relatif  lebih  efektif  daripada  dasar  fiskal  di  Indonesia,  dan  sebaliknya  di 
 Malaysia. Dominasi kewangan berlaku di Filipina, dan kerjasama antara dasar fiskal 
 dan kewangan berlaku di Singapura dan Thailand. Dasar interaksi wujud di ASEAN-
 5 kecuali di Indonesia. Penyebab dalam istilah interaksi ditemui di Indonesia yang 
 menyokong teori wang endogen Post Keynesian, dan Thailand menyokong teori Non-
 Ricardian. Oleh itu, pihak berkuasa kewangan harus telus dalam alat kewangan dan 
 pihak berkuasa fiskal untuk memastikan kestabilan pertumbuhan melalui akauntabiliti 
 dalam  penguncupan  atau  dasar  pengembangan  dalam  permintaan  agregat 
 menggunakan instrumen fiskal. 


Kata Kunci: dasar fiskal, dasar kewangan, pertumbuhan, keratan rentas, ASEAN-5 
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CHAPTER ONE 


INTRODUCTION 


1.1    Introduction 


This chapter presents the general introduction of the thesis. The background and issues 
 of ASEAN-5 countries are highlights in the following section. Section 1.3 discusses 
 the problem statement, Section 1.4 contains the research questions, and Section 1.5 
 presented the objectives of the study. The significance of the study is given in Section 
 1.6, while Section 1.7 and Section 1.8 offer the scope of the study and the organization 
 of the thesis. 


1.2      Background of the Study 


Economic growth is known for its cruciality not only for a country but also individual 
 wellbeing.  Bringing  up  economic  growth  in  a  country  requires  appropriate  policy 
 prescription in macroeconomic policies. In achieving higher growth per capita, both 
 convergent  and  divergent  of  fiscal  and  monetary  policies  stances  are  crucial.  The 
 robustness of fiscal and monetary policies are essential tools that could save a country 
 from economic circumstances and political influences. The influences of these two 
 devices  depicted  on  three  worldwide  phenomena  which  are  during  the  Great 
 Depression, Asian Financial Crisis (AFC), and Global Financial Crisis (GFC). 


During the Great Depression in 1930, the nationwide accentuate on Keynesian theory 
in restoring the economy. Though the fiscal policy has been used successfully during 
the Great Depression, Keynesian theory was into doubtfulness situation in the 1980s 
and turn out to be true when AFC hit the economy in 1997 (Ketema, 2006). Both 
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