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Abstract 

The society well-being needs to be given serious attention by various parties due to the current 
globalization pressures that society must face. They are chasing something without emphasizing aspects 
of well-being so that some of them under pressure. Therefore, this study was conducted to see the impact 
of economic growth and inflation on Malaysia's socioeconomic well-being. This study uses time-series 
data from 1994 to 2018. Using the Autoregression Distributed Lag (ARDL), the study results found that 
population and growth have a positive relationship with long-term economic well-being. In contrast, 
inflation has a negative relationship with the social well-being of the Malaysian population. To ensure the 
population's socioeconomic well-being is protected, society needs to play an important role such as 
planning housing, vehicle and entertainment expenses. 

Keywords: Society well-being;under pressure; economic growth; inflation;expenses. 
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1. Introduction 

The issue of the well-being of individuals and communities is not a new thing raised. It is 
one of the challenges that need to be taken seriously by the various parties. Well-being 
refers to the level of balance obtained in life (Dogde et al., 2012) and encompasses all 
positive aspects of life and is also associated with happiness (Tov, 2018). 
Druzic&Majstorovic (2017) and Gandelman& Hernandez-Murillo (2009) explain a 
positive relationship between happiness and individual income. This is because the 
higher earned income individuals, the individual expenses to obtain the economic and 
social well-being are also higher.  

It allows the individual to feel happy because high well-being has been achieved in 
social and economic aspects (Eid & Diener, 2004; Stevenson & Wolfers, 2008). 
Malaysian Economic Planning Unit (2020) classifies well-being into two; economic well-
being (transportation, communication, income and distribution, education, work 
environment) and social well-being (housing, leisure, governance, public safety, social 
participation, culture, health, environment, family). This shows that these individuals' 
quality of life depends on their economic strength (Kozlova&Polonskaya, 2015). 

Besides that, the World Health Organization, WHO (2012) were classify well-being into 
two dimensions; objective (closely related to the experienced in life) and subjective 
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(individual's personality towards life). This well-being depends on individuals' 
experience, including education, health and the environment (WHO, 2012; Osberg& 
Sharpe, 2003). Hongo et al. (2019) describe subjective well-being as a reflection of 
economic growth, inflation and unemployment. The increase in economic growth, 
balanced inflation and the reduction in the unemployment rate contribute to positive 
socioeconomic well-being. 

However, the well-being of individuals is different. It depends on the prevailing negative 
impact on economic growth, including pollution, income inequality, stress and crime 
(Druzic&Majstorovic, 2017). Instead, Bakar et al. (2014) argue that well-being indicators 
failed to solve income inequality, climate change and natural resource scarcity. In 
employment, Frogner et al. (2016) stated that socioeconomic well-being varies with the 
individual's skills and education level. The skill and education are important for 
economic growth and development of a nation. 

Meanwhile, the level of development in an area is different. Hence, it is definitely 
significant constraints and advantages in terms of infrastructure, income and 
employment opportunities in the region. Therefore, there will be differences in terms of 
well-being by region and this statement is supported by Medgyesi et al. (2017). 
According to Anand (2016), well-being is different from interest. This is because interest 
refers to the individual's desire to obtain something desired, but it involves the 
individual's survival aspect for well-being. Jorgenson & Schreyer (2017) argue that a 
household or individual's well-being is difficult to compare directly because they have 
different characteristics unless the individual has the same characteristics. Trindade et 
al. (2020) asserted that socioeconomic well-being indicators would affect economic risk 
factors and influence society's deterioration of social well-being. 

Socioeconomic well-being indicators are designed to assist the government in 
developing policies related to social well-being. According to Guo & Hu (2011), policies 
related to well-being developed by the government may help make impoverished 
society have high incomes. However, such policies still fail to solve the problems related 
to unemployment that occur in a nation. In fact, this unemployment problem can lead to 
the existence of a criminal problem. 

Economic growth is also seen to improve the population's living standards 
(Kozlova&Polonskaya, 2015). This is because economic growth affects well-being and 
happiness (Tella et al., 2002). Byte (2015) also says that an increase in economic 
growth will affect well-being, but it depends on society's benefits and social costs. 
According to Osberg and Sharpe (2001), sometimes a weak relationship between 
economic growth and economic well-being. This statement is supported by Mierzynska 
(2011) by linking that economic growth indicators only measure economic progress, yet 
do not take into account the quality of human life, including the natural environment. 
Therefore, this study was conducted to see the impact of economic growth and inflation 
on Malaysia's socioeconomic well-being. 

2. Literature Review 
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Indicators of well-being seem to impact not only on individuals, but it also affects the 
nations. Kozlova&Polonskaya (2015) argue that quality of life should consider the 
population's actual income and expenditure on health, education, and housing. While 
Blanchflower (2008) stated that the appropriate method to measure society's well-being 
is based on time. Walsh &Hallegate (2019) found that investment intervention in social 
protection can help improve society's well-being in Sri Lanka, especially to reduce 
poverty. In European countries, Druzic&Majstorovic (2017) found that employment level 
greatly affects well-being compared to economic growth and inflation. This is because 
Europe countries ever run socialist economy prefer jobs in their economies compared to 
economic growth and inflation. 

Social well-being in Kenya is seen to be happening in the short-term, not in the long-
term. Hongo et al. (2019) found that high economic growth had led to increased social 
satisfaction when Kenyans were reduced because they have adapted to the social well-
being level before an increase in economic growth. Byte (2015) found that economic 
activity is necessary to achieve well-being, but there is a weak link between well-being 
and economic growth for all countries in the world. Meanwhile, Stevenson & Wolfers 
(2008) found no relationship between economic development and society's happiness in 
the United States. However, there is a positive relationship between economic growth 
and well-being that is measured subjectively. 

Besides, several studies link well-being to economic growth (Bakar et al., 2014; Guo & 
Hu, 2011; Neve et al., 2017; Tella et al., 2002). According to Tella et al. (2002), 
economic growth affects happiness in European and the United States. The two 
countries had good correlation relations from the 1970s to the 1990s. However, the 
economic recession has led to an increase in the number of unemployed in both 
countries. On the other hand, the country's well-being is increasing when the 
unemployed get high benefits due to the unemployment problem. Meanwhile, Neve et 
al. (2017) found that well-being correlates with US economic growth. Nevertheless, this 
economic growth occurs in the long run and affects economic well-being, as opposed to 
the short-term. 

Meanwhile, Guo & Hu (2011) found no significant relationship between economic 
growth and happiness in the United States, considering individual GDP per capita. In 
Malaysia, based on the Malaysian Well-Being Report (2014), there are 14 components 
of well-being under economic and social well-being, including education, health, leisure 
and environment. Environmental and family aspects are seen to have a negative 
correlation with the growth of the Malaysian economy. In contrast, social participation, 
security and early health have a weak positive correlation with the Malaysian economy's 
growth (Bakar et al., 2014). 

Several studies were conducted to look at the impact of inflation on society's well-being 
(Blanchflower, 2008; Gandelman& Hernandez-Murillo, 2009; Guo & Hu, 2011; Zhang 
&Ou, 2013). According to Gandelman& Hernandez-Murillo (2009), inflation has a 
negative relationship with long-term well-being for the United States. But in the short-
term, inflation is seen to have a positive relationship with well-being. They also argue 
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that inflation should be measured using subjective well-being measures. Meanwhile, 
Blanchflower (2008) well-being will fall due to rising inflation and current unemployment 
rates. As a result, the happiness of society in the United States is declining. 

Like Blanchflower (2008), Guo & Hu (2011) found a negative relationship between 
happiness and inflation in the United States. In China, Zhang and Ou (2013) found that 
inflation has a negative relationship with happiness. The increase in inflation in China 
will cause people to spend less on food, health, home appliances, entertainment, 
housing and education expenses. However, inflation has a positive impact on public 
spending on clothing in the nation. Meanwhile, in Europe, Blanchflower et al. (2014) 
found a negative relationship between well-being, inflation, and unemployment. 
Unemployment and inflation are complementary, but the most significant effect is on 
unemployment. 

3. Methodology 

Well-being includes two aspects, namely economic well-being and social well-being. 
Therefore, this study's objective is to see society's well-being in terms of economic and 
social. To answer the objectives of the study, Malaysian time-series data from 1994 to 
2018 were used. In this study, economic well-being (EW) and social well-being (SW) 
are the dependent variables. In contrast, economic growth (EG), population (POP) and 
inflation (INF) are independent variables for this study. Equation (1) and (2) are formed 
as follows: 

    

                                         (1) 

                                         (2) 

 

where β0-β3 is the coefficient, t is the year, and ε is the random error. The study 
involved unit root test, test Autoregressive Distributed Lag (ARDL) and granger-
causality test. Unit root test was conducted to see the stationary variables. The method 
used in this unit root test is Augmented Dickey-Fuller (ADF), involving the level and first 
difference of constant and trend. 

 

       ∑   
 
        ∑   

 
               (3) 

 

whereas ∆ referring to the first difference, α, φ, θ is coefficient, Y represents dependent 
variables and independent variables. Thus, the hypothesis of a unit root test is as 
follows: 

H0: δ = 0, not stationary (there is a unit root) 

H1: δ ≠ 0, stationary (there is no unit root) 
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If the value of t-statistic is less than the critical t-value, then the null hypothesis is 
accepted. This indicates that the variable is not stationary, and there is a unit root. By 
contrast, if the t-statistic is greater than t-critical, then the alternative hypothesis is 
accepted. This indicates that the variable is stationary, and the unit root does not exist. 
If at the first difference the variables are significant, then alternative hypotheses are 
accepted. 

In the ARDL test, several methods will be conducted: boundary test, long-term test, 
short-term test, diagnostic test, the cumulative sum of the recursive residual test 
(CUSUM) and cumulative sum of the square of recursive residual (CUSUMSQ). 
Boundary tests were conducted to detect the existence of long-term relationships for 
Model (1) and (2). If the F-statistics obtained are significant at a certain level, then the 
model has a long-term relationship, and subsequent testing can proceed. But, if the F-
statistical value is not significant, the next test will not continue. In this study, if the F-
statistical value of one of the models is insignificant, the next test will continue. This 
study aims to see the comparison between Model (1) and (2) in the long and short term. 
Therefore, long-term testing will continue. The equations for the long-term are as 
follows:  

 

                                          ∑     
 
        ∑       

  
    

    ∑       
  
        ∑       

  
            (4) 

 

where p, q1, q2, and q3 refer to dependent and independent variables. Next, a short-
term test is conducted, and the equation is as follows: 

 

      ∑   
 
         ∑   

  
          ∑   

  
          ∑   

  
                   

           (5) 

 

where σ, ϑ, п and τ are the coefficients for the short-term while θ is the speed for error 
correction in the long-term. If a model has a long-term relationship, it takes a certain 
amount of time to correct the long-term error. Therefore, long-term error correction 
(ECT) is taken into account in equation (5). Subsequent diagnostic tests and CUSUM 
and CUSUMSQ tests were conducted. Diagnostic tests are intended to see the 
robustness of Model (1) and (2) while the CUSUM and CUSUMSQ diagrams are 
intended to confirm the stability of Model (1) and (2). For diagnostic tests, if the 
probability values for the heteroscedasticity test, the correlation of LM, Jarque-Bera and 
Ramsey RESET are insignificant, then the study model is robust. Whereas if the 
CUSUM and CUSUMSQ lines are within the 5% significant line, then the study model is 
good. 
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Next, a granger-causality test was conducted to look at the reaction relationships 
between the two variables. Granger introduced this granger-causality test method in 
1969. Therefore, the equation for this granger-causality test is shown in equation (6) 
and (7). 

 

   ∑   
 
        ∑   

 
            (6) 

   ∑   
 
        ∑   

 
            (7) 

 

4. Result and Discussion 

Table 1 shows the unit root test results. All variables are insignificant at the constant 
and trends (except populations significant at the 1%). All variables are significant at the 
level of 1% and 5% at the first difference of constant and trends (except population). 
Thus, the alternative hypotheses are accepted for constant and trends. 

 

Table 1: Unit Root Test 

Variables Constant Trend 

 Level First Difference Level First Difference 

lnEW -0.6066 -6.2549*** -3.0013 -6.1417*** 

lnPOP -9.6603*** -0.7794 -1.3833 -3.9298** 

lnINF -1.1894 -4.6799*** -2.8413 -4.6757*** 

lnEG -1.0672 -4.3054*** -1.2236 -5.2398*** 

lnSW -0.1578 -4.1844*** -2.0266 -4.0384** 

Note:*** and ** is significant at 1% and 5%,respectively. 

 

 

 

 

Table 2: Boundaries Test 

Test Model 1 (1,0,0,0) Model 2 (1,1,2,2) 

F-statistic 23.8006*** 2.1318 

Significant I(0) I(1) 
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10% 2.37 3.2 

5% 2.79 3.67 

1% 3.65 4.66 

Note: *** is significant at 1%, respectively. 

 

Table 3: Long-term Relationship 

Variables Model 1 (1,0,0,0) Model 2 (1,1,2,2) 

 Coefficient Prob. Coefficient  Prob. 

C -6.2117 0.1635 20.9604 0.4341 

lnEG 0.6129* 0.0718* 0.5778 0.2792 

lnPOP 0.1682** 0.0166** -1.2952 0.5032 

lnINF -0.2615 0.3579 -0.0041 0.9971 

Note: ** and * are significant at the 5% and 10%, respectively. 

 

Table 2 shows the results of boundary tests for ARDL. The F-statistical value for Model 
(1) is significant at 1%, is a combination of lat 1,0,0,0. Therefore, the F-statistical value 
for Model (1) is 23.8006. This indicates that there is a long-term relationship between 
economic well-being with at least one independent variable. For Model (2), the analysis 
results found that this boundary test's F-statistical value is 2.1318 and not significant. 
Therefore, there is no long-term relationship between social well-being and the 
independent variables of this study. Although Model (2) does not seem to have a long-
term relationship, the ARDL test is continued to see the comparison and relationship 
between Models. 

Next, Table 3 show that there is a long-term relationship for Model (1). There is a 
positive long-term relationship between economic growth and population with economic 
well-being, significant at 10% and 5 %. According to Neve et al. (2017), economic 
growth usually has a positive effect on economic well-being in the long-term compared 
to the short-term. This situation is the same as in the United States. Meanwhile, Model 
(2) shows that no long-term relationship exists between these variables. 

As for the short-term relationship, the study results found that only Model (2) has a 
short-term relationship with the dependent variable. Based on Table 4, population and 
economic growth have a positive short-term relationship with social well-being at lag 1. 
Next, inflation has a negative short-term relationship with social well-being. This shows 
that communities reduce their spending on housing, vacations, and listed activities in 
other aspects of social well-being, such as the findings of a study conducted by Zhang 
and Ou (2013) in China. Meanwhile, there is a long-term error correction for Model (1) 
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and (2). However, for Model (2), this model's long-term error correction is not 
considered because there is no long-term relationship for Model (2). Therefore, Model 
(1) requires approximately one year, four months for long-term error correction. 

 

Table 4: Short-term Relationship 

Variables Model 1 (1,0,0,0) Model 2 (1,1,2,2) 

 Coefficient Prob. Coefficient  Prob. 

lnEG - - 0.2044*** 0.0030*** 

lnPOP - - -0.0240 0.9641 

lnPOP (-1) - - 2.3114*** 0.0094*** 

lnINF - - -0.7258*** 0.0092*** 

CointEq (-
1) 

-0.7554*** 0.0000*** -0.3505*** 0.0056*** 

Note: *** is significant at 1%, respectively. 

 

Table5: Diagnostic Test 

Test Model 1 (1,0,0,0) Model 2 (1,1,2,2) 

 F-statistic Prob. F-statistic Prob. 

Heteroscedasticity 0.5462 0.7057 0.8677 0.5930 

LM correlation 1.2877 0.3222 1.9911 0.2511 

Jarque-Bera 6.2016** 0.0450** 0.7473 0.6882 

Ramsey RESET 0.3666 0.5584 0.0108 0.9217 

Note:  ** is significant at 5%, respectively. 

 

 

 

Figure1: CUSUM and CUSUMSQ 

Model CUSUM CUSUMSQ 
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Based on the diagnostic test results (Table 5), all test results, Heterokedasticity, LM 
Correlation, Jarque-Bera and Ramsey RESET, are not significant for Model (2). As for 
Model (1), only the Jarque-Bera test is significant at the significance level of 5% while 
the other diagnostic tests are insignificant. This shows that both models are robust. 
Meanwhile, the results found that the CUSUM and CUSUMSQ for Models (1) and (2) 
were at the significance level of 5%. This confirms that Models (1) and (2) are 
appropriate. 

 

 

 

 

 

 

Table6: Granger-Causality Test 

Model 1 (1,0,0,0) Model 2 (1,1,2,2) 
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Null 
Hypothesis 

F-statistic Prob. F-statistic Prob. 

lnINFlnEW 0.2849 0.6025 - - 

lnKElnINF 8.7321** 0.0112 - - 

lnPOPlnEW 5.1158** 0.0401 - - 

lnWElnPOP 3.9749* 0.0660 - - 

lnEGlnEW 0.0029 0.9579 - - 

lnEWlnEG 8.0978** 0.0123 - - 

lnINFlnSW - - 1.6286 0.2242 

lnKWlnINF - - 0.8143 0.3833 

lnPOPlnSW - - 4.7513** 0.0468 

lnSWlnPOP - - 4.8809** 0.0443 

lnEGlnSW - - 2.7634 0.1172 

lnSWlnEG - - 0.0691 0.7962 

lnPOPlnINF 1.4755 0.2394 1.4755 0.2394 

lnINFlnPOP 2.3965 0.1381 2.3965 0.1381 

lnEGlnINF 8.3469*** 0.0094 8.3469*** 0.0094 

lnINFlnEG 0.6212 0.4403 0.6212 0.4403 

lnEGlnPOP 1.1680 0.2927 1.1680 0.2927 

lnPOPlnEG 4.8254** 0.0400 4.8254** 0.0400 

Notes: does not cause; ***, **, and * are significant at 1%, 5% and 10%, respectively. 

 

 

 

 

 

 

 

Figure2: Granger-Causality  
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Note: () refers to probability; ***, ** and * are significant at the 1%, 5% and 10%, 
respectively. 

The study continues by looking at the Granger-causality between the variables for 
Model (1) and (2) as in Table 6. Figure 2 shows the granger-causality summary for both 
Models. The results of the study found that there is a two-way relationship between the 
population and the dependent variables for economic well-being [Model (1)] and social 
well-being [Model (2)].This shows that changes in society will affect economic well-
being and social well-being, just as changes in economic well-being and social well-
being will affect society. Further, in Model (1), the study results also found a one-way 
relationship between economic well-being with economic growth and inflation.There is 
an indirect relationship between economic growth with inflation and population for 
Models (1) and (2). The study results found a one-way relationship where economic 
growth is the cause of inflation and population in the long run (Model 1) and short term 
(Model 2).  

 

5. Conclusion 

This study aims to look at the well-being of society in terms of economic and social. This 
study can highlight two issues: i) the influence of inflation and economic growth on 
social well-being in the short term, and ii) the influence of economic growth on long-term 
economic well-being. Although it involves different time trends, the two interact with 
each other in the market. With the theme "People-Based Growth", the government 
through the Eleventh Malaysia Plan (RMK 11 2016-2020) continues to strengthen the 
well-being of the people in Malaysia. Well-being can increase economic productivity and 
people's progress (RMK 11, 2015). This situation shows that in heading towards a high-
income country, the Malaysian government emphasises economic well-being and social 
well-being.  

lnEW 

lnPOP lnINF lnEG 

lnSW 

8.3469*** 

(0.0094) 

4.7513** 
(0.0468) 

4.8809** 
(0.0443) 

4.8254** 
(0.0400) 

8.0978** 
(0.0123) 

5.1158** 

(0.0401) 

3.9749* 
(0.0660) 

8.732

1** 
(0.011

2) 
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The findings show that inflation can affect social well-being in the short term even 
though it is described as having no reciprocal relationship. Theoretically, inflation is 
often referred to as a general and continuous increase in the level of goods and 
services. Inflation is closely related to the cost of living in society. Basically, an 
individual will feel an increase in the cost of living when the price increase exceeds the 
increase in the individual's income. Thus, to achieve social well-being, the government 
through ministries or administrative agencies or implementers needs to formulate 
strategies to create a stable labour market and low inflation as both are believed to drive 
resilient domestic demand mainly involving household spending (Ministry of Finance 
Malaysia, 2019). 

In Macroeconomic theory, household expenditure can generally be associated with the 
purchase of essential goods and services such as food, clothing, durable goods, 
education, and health expenditures related to indicators of social well-being. Household 
expenditure, government expenditure, and investment expenditure are important 
indicators in calculating national income or known as Gross Domestic Product (GDP). 
Positive GDP indicates positive economic growth that ultimately affects social well-
being. 
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