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Sustainable economic growth is the main goal for most countries in the 
world, including Indonesia. High economic growth can improve people's 
welfare, create new jobs, increase a country's competitiveness in the global 
market, and strengthen social and economic stability. This study aims to 
analyze the effect of inflation and population growth on economic growth 
in West Sulawesi in the 2013-2018 period . This study uses the Fixed Effect 
Model method with panel data. The data used in this study comes from the 
West Sulawesi Central Bureau of Statistics. The results of his research show 
that inflation and population growth have had a positive and significant 
effect on economic growth in West Sulawesi during the observed period, 
but it is necessary to control inflation and population growth appropriately 
in order to support sustainable economic growth. 
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1. INTRODUCTION  
 Economic development is essentially a series of policy initiatives aimed at improving people's living 
standards, expanding employment opportunities and directing an equitable distribution of income. 
Population growth is a dynamic balancing process in terms of population components that can increase 
and decrease the population. According to Sjafrizal attention to regional economic growth has increased in 
the era of regional autonomy, this is quite logical because in the era of autonomy each region is competing 
to increase regional economic growth in order to increase the prosperity of its people. The factors of 
economic growth in each region need to be known in detail along with their characteristics and it is 
necessary to know how much influence each of these factors has in determining economic growth, so that 
this can be used as one of the inputs for regional governments in formulating policies and planning. regional 
development [1]. Sustainable economic growth is the main goal for most countries in the world, including 
Indonesia. High economic growth can increase people's welfare, create new jobs, increase a country's 
competitiveness in the global market, and strengthen social and political stability. However, high economic 
growth can also trigger high inflation, which can have a negative impact on the economy. In the context of 
West Sulawesi, efforts to spur sustainable economic growth need to be carried out by taking into account 
the factors that affect economic growth, one of which is inflation and population growth. Therefore, this 
study aims to analyze the effect of inflation and population growth on economic growth in West Sulawesi 
in the 2013-2018 period. The effect of inflation and population growth on economic growth is a topic that 
has been extensively researched in the economic field. Several previous studies have shown that inflation 
and population growth have a significant effect on economic growth. However, the results of these studies 
are not always consistent, especially in regional or local contexts. In this case, this research is expected to 
contribute to the economic literature regarding the effects of inflation and population growth on economic 
growth in West Sulawesi. In addition, the results of this study are also expected to provide 
recommendations for appropriate economic policies to spur sustainable economic growth in West 
Sulawesi 
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2. METHOD  
This study uses the Fixed Effect Model method with panel data. The data used in this study comes 

from the Central Bureau of Statistics of West Sulawesi and consists of inflation, population growth and 
economic growth in West Sulawesi for the 2013-2018 period. Panel data is used to overcome 
heteroscedasticity and autocorrelation problems that occur in cross-section and time series data. 
The Fixed Effect Model (FEM) is a panel data regression method that allows for estimating the parameters 
and the effect of the independent variables on the dependent variable in each time unit. According to Baltagi 
(2013), FEM has the advantage of being able to eliminate fixed effects or constant factors for each individual 
in panel data. some opinions of experts regarding the advantages of using the Fixed Effect Model (FEM) in 
panel data analysis: 
1. FEM has the advantage of being able to eliminate fixed effects or constant factors for each individual 

in panel data. Thus, parameter estimation becomes more accurate and efficient [11] 
2. Panel data has the advantage of being able to estimate more parameters than cross-sectional or time 

series data alone. In addition, panel data can also reduce estimation bias and efficiency [12]. 
3. FEM is one of the commonly used panel data regression methods and can be performed using various 

panel data analysis software, such as EViews. This makes it easier for users to perform panel data 
analysis using FEM [13] 

For data analysis, this research uses EViews software. EViews is one of the software that is 
commonly used in panel data analysis and has the ability to make estimates with various panel data models 
[13] 
The function variable model used to express the relationship between the independent variables and the 
dependent variables includes: 
𝑃𝑒𝑟𝑡𝑢𝑚𝑏𝑢ℎ𝑎𝑛 𝑒𝑘𝑜𝑛𝑜𝑚𝑖𝑖𝑡 = 𝑓(𝐼𝑛𝑓𝑙𝑎𝑠𝑖𝑖𝑡 , 𝑃𝑒𝑟𝑡𝑢𝑚𝑏𝑢ℎ𝑎𝑛 𝑝𝑒𝑛𝑑𝑢𝑑𝑢𝑘 𝑖𝑡)……………(1) 
And the econometric model becomes, 
  𝑌𝑖𝑡 = 𝛽0 + 𝛽1𝐿𝑜𝑔𝑋1𝑖𝑡 + 𝛽2𝐿𝑜𝑔𝑋2𝑖𝑡 + 𝜀𝑖𝑡……………………………………………..(2) 
Where: 
Y it  = economic growth 
X1  = inflation 
X2  = population growth  
I  = Regency/City 
t  = Year 
ε          = Faktor gangguan(𝑒𝑟𝑟𝑜𝑟 𝑡𝑒𝑟𝑚)  

 
3. RELUST AND DISCUSSION  
3.1 Panel data analysis technique 

Table 1. fixed effect method 
Dependent Variable: Y?   
Method: Pooled Least Squares   

Date: 12/07/19 Time: 14:44   

Samples: 2013 2018   

Included observations: 6   
Cross-sections included: 5   

Total pool (balanced) observations: 30  
     
     Variables coefficient std. Error t-Statistics Prob. 
     
     C 1984.509 4.074912 487.0066 0.0000 

X1? 0.309128 0.080953 3.818635 0.0009 

X2? 3.896037 0.528692 7.369198 0.0000 
Fixed Effects (Cross)     

_MAJENE—C -3.674835    

_POLMAN—C -0.872404    

_MAMASA—C 0.857976    
_MAMUJU—C 1.242885    
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_PASANGKAYU--C 2.446378    
     
      Effects Specification   
     
     Cross-section fixed (dummy variables)  
     
     R-squared 0.732853 Mean dependent var 2016,000 
Adjusted R-squared 0.663163 SD dependent var 1.438390 

SE of regression 0.834808 Akaike info criterion 2.677733 

Sum squared residue 16.02880 Schwarz criterion 3.004679 

Likelihood logs -33.16600 Hannan-Quinn criter. 2.782326 
F-statistics 10.51584 Durbin-Watson stat 1.291646 

Prob(F-statistic) 0.000012    
     
     

                              Source : Output EViews 9 

From calculations using the fixed effect approach in the table. 1 shows that population growth has 
had a positive effect on economic growth in the province of West Sulawesi during 2013-2018, as well as 
inflation has had a positive effect on economic growth in the province of West Sulawesi. The coefficient of 
determination shown by the R- square of 0.732 indicates that the variation in the independent variables in 
the model is able to explain the variation in the poverty rate of 73.2%, the remaining 26.8% is explained by 
other variables outside the model. 
3.2 Relationship of Inflation and Economic Growth 

The results of data processing show that inflation has a positive and significant influence on 
economic growth. This shows that inflation can stimulate economic activity from the production side in 
West Sulawesi Province. This finding is almost the same as several previous studies, including: 
a. "Inflation and Economic Growth in Nigeria: A Granger Causality Analysis. This study found that there 

is a positive relationship between inflation and economic growth in Nigeria. Researchers explain that 
an increase in inflation can stimulate investment activity and reduce unemployment, which in turn 
can increase economic growth [14 ] 

b. "Inflation and Economic Growth in Sub-Saharan Africa: Some Empirical Evidence" This study found 
that inflation has a positive effect on economic growth in most Sub-Saharan African countries. 
Researchers explain that inflation can trigger demand and accelerate economic growth through its 
effect on investment and exports [15] 

c. "Inflation and Economic Growth Nexus: A Multivariate ARDL Approach for Pakistan". Journal of Asian 
Economics, 36, 53-70. This study found that inflation has a positive effect on economic growth in 
Pakistan. Researchers explain that an increase in inflation can stimulate investment activity and 
trigger economic growth, but the effect can be limited by an increase in interest rates that may be 
needed to control inflation [16] 

d. "The Impact of Inflation on Economic Growth: Case of Algeria 1980-2013". This study finds that 
inflation has a positive effect on economic growth in Algeria. Researchers explain that inflation can 
affect economic growth by encouraging investment, exports, and accelerating the growth of the 
industrial and service sectors [17] 

e. "Inflation and Economic Growth in Tanzania: An Empirical Analysis". This study found that inflation 
has a positive effect on economic growth in Tanzania. Researchers explain that inflation can stimulate 
investment and consumption activities, which in turn can increase economic growth [18] 

All of these studies show that inflation has a positive effect on economic growth, especially in the 
short term. Moderate inflation can spur economic growth by encouraging investment and consumption. 
However, if inflation is too high, this can have a negative impact on the economy, such as decreasing 
people's purchasing power and decreasing investment. Therefore, it is necessary to carry out proper 
inflation control in order to support sustainable economic growth 
3.3 The Relationship between Population Growth and Economic Growth in West Sulawesi  

Province 
The results of data processing show that population growth has a positive and significant effect on 

economic growth in West Sulawesi Province. This indicates that the sufficient population is able to move 
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the wheels of the economy in a better direction. The results of this study are in line with several other 
previous studies on the same topic, including: 
a. "Population Growth and Economic Development: Evidence from India". This study shows that 

population growth has a positive effect on economic growth in India, although this effect is stronger 
in cities than in rural areas. Researchers explain that population growth can encourage consumption, 
investment, and labor requirements, which in turn can increase economic growth [18] 

b. "Fiscal policy and growth: evidence from OECD countries". This research shows that population 
growth has a positive effect on economic growth through a balanced fiscal policy, in which greater 
population growth can increase the need for infrastructure and public services, thus encouraging 
economic growth [19] 

c. "Growth, public investment and corruption with failing institutions". This research shows that 
population growth has a positive effect on economic growth through increased public investment, 
although corruption and institutional failure can hinder this positive effect [20]. 

d. "Disease and Development: The Effect of Life Expectancy on Economic Growth". This study shows that 
population growth has a positive effect on economic growth through the effect of increasing life 
expectancy and reducing mortality. Researchers explain that an increase in life expectancy can lead to 
an increase in productivity and a decrease in mortality can lead to improvements in health [21] 

e. "Population, Technology, and Growth: From Malthusian Stagnation to the Demographic Transition 
and Beyond". This study shows that population growth has a positive effect on economic growth in 
the early stages of development, when the population is still relatively low and natural resources are 
still abundant. Researchers explain that at this stage, population growth can encourage investment 
and innovation, which in turn can increase productivity and economic growth [22] 

The research above shows that population growth has a positive effect on economic growth through 
a balanced fiscal policy. increased public investment, although corruption and institutional failures can 
hinder this positive effect. Population growth shows that an increase in life expectancy and a decrease in 
mortality caused by population growth can encourage increased productivity and health, which in turn 
increases economic growth. Population growth shows that in the early stages of development, population 
growth can encourage investment and innovation which in turn increases productivity and economic 
growth. 
 

4. CONLUSION  
 Based on the results of the discussion and statistical testing of the data, the following conclusions 
are obtained: The results showed that the inflation variable had a positive and significant effect on 
economic growth in West Sulawesi in the 2013-2018 period. This means that when inflation increases it 
will have an impact on increased economic growth as well. Inflation has a positive effect on economic 
growth, especially in the short term. Moderate inflation can spur economic growth by encouraging 
investment and consumption. However, if inflation is too high, this can have a negative impact on the 
economy, such as decreasing people's purchasing power and decreasing investment. Therefore , it is 
necessary to carry out proper inflation control in order to support sustainable economic growth. The 
results of further research show that the population growth variable has a positive effect on economic 
growth in West Sulawesi in the 2013-2018 period. This means that if population growth increases, 
economic growth will also increase. Population growth shows that in the early stages of development, 
population growth can encourage investment and innovation which ultimately increases productivity and 
economic growth, but uncontrolled population growth can lead to problems such as hunger and social 
crises, pressure on natural resources, and poverty. Therefore, it is necessary to make efforts to control 
population growth so as not to exceed the capacity of natural resources and increase economic 
development and welfare 
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