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Abstract

Background: Economic growth in sub-Saharan Africa has consistently remained the least when
compared to any other region in the world. Countries in the region have received a lot of grants in
form of aids to boost their capital accumulation; yet there is slow growth in most parts of the region.
Many countries have implemented the World Bank and IMF suggested policies; and majority of the
countries have adopted democratic political system. Yet growth in the region has remained very low. It
then becomes pertinent to identify the causes of the low economic growth pattern in sub-Saharan
Africa (SSA). The objective of this study, therefore, is to determine the impact of social infrastructure
on economic growth of sub-Saharan Africa.

Data and methods: The data for this study were 2001-2017 time-series data sourced from World
Governance Indicators (WGI) and World Development Indicators (WDI). The standard panel data of
fixed effect (FE) and random effect (RE) were employed in the analysis of the data, while Hausman test
results guided the final choice of fixed effect estimation.

Findings: The results show that corruption is statistically and significantly affecting economic growth of
sub-Saharan African (SSA) countries. This means that control of corruption will help boost the
economies in the region as low corruption is a prerequisite for economic recovery and sustainable
development. Besides, trade openness, labour supply, and general government consumption
significantly affect economic growth in SSA.

Conclusion: SSA countries should control corruption as well as open their economies so as to reap the

positive effects of economy of scale derived from diversification.
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Introduction

Researchers have sought to identify the factors that
spur economies to grow, using the framework
provided by endogenous growth theory following
Romer (1986); Makiw, Romer and Weil (1992). This
search for the determinants of economic growth has
extended to the quest for why the African region has
remained the poorest region in the world (Sala-i-
Martin 1997a; Levine and Renelt 1992; Bloom and
Sachs 1998; Barro 1991, 1997). It has even been
asked whether “something else”, rather than the
fundamental Solow variables, determine Africa’s poor
economic growth (Kilishi, Mobalaji, Yaru and Yakubu
2013; Easterly and Levine (2001).

Five separate theses have emerged to explain
growth/development differences across regions and
countries, namely geography (Landes 1999; Diamond
1997; Sachs 2005), culture (Agbakoba 2003, 201 I;
Harrison and Huntington 2000; Diamond 2005; Ajah
2014), historical background (Rodney 1972; lkuenobe
1998; Oguejiofor 2001), trade (Stiglitz 2002, 2005),\
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and institution and policy factors (Meredith 2006;
Meyns and Musamba 2010; Ezekwesili 2013). The
first holds that countries in Africa experience low
economic growth either because they are largely
landlocked, or they are disadvantaged
deterministically by climatic conditions. The second
thesis holds that culture and cultural values determine
development-enhancing or -impeding practices, and
therefore societal progress. Thus, the predominance
of values that do not promote efficiency and
effectiveness is a factor that negatively affects
economic growth in Africa. Arguments around
historical antecedents hold that experiences of
slavery, colonialism, and even neo-colonialism, had
put Africa in a disadvantaged position by default.
Trade literature argues that Africa is poorer because
it has embraced liberal global trading and integration
and is not able to cope with the politics of such a
trade. Finally, the fifth thesis contends that weak
institutions and wrong policy choices retard Africa’s
growth.
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The general lesson derived is that institution and
good governance are two factors reshape the
localized system that structure and determine
economic performance (North 1990; Mauro 1995;
Knack and Keefer 1995; Acemoglu, Johnson and
Robinson 2001, 2004; Rodrik, Subramanain and
Trebbi 2004; Huang 2010). Sub-Saharan African
(SSA) economies have been identified for their weak
institutions, which may be responsible for their low
growth trajectory over time. While this may be true,
it is necessary to explore the concept of institution.
The concept of institution looks like an envelope
which contains something(s).

Kaufman, Kraay and Zoido-Lobatén (1999)
defined governance as constituting the traditions and
institutions by which power and authority in a
country are exercised. According to them,
governance deals with how governments are
selected, monitored, and replaced; the capacity of
government to formulate and implement sound
policies; and the structures for the respect of citizens.
The six specific components and possible criteria for
measurement of governance are: (a) voice and
accountability; (b) political stability and lack of
violence; (c) government effectiveness; (d) regulatory
quality; (e) rule of law; and (f) control of corruption.
It has been easy to build on the liberal economists’
arguments that capabilities of governance as defined
by the market-enhancing governance model have
been responsible for Africa’s growth misfortunes. To
buttress this argument, Commission for Africa (2005)
clearly showed that the analysis of the lack of
democratic accountability, the presence of patron-
clientele politics, extensive corruption (rent-seeking
behaviours), and weak rule of law, are some of the
reasons for Africa’s relatively poor performance. This
statement has found many supporters and followers
within and outside of Africa.

Some authors have waded into why Africa has
remained very poor. The World Bank (2016) showed
that though the proportion of population living below
$1.90 a day in SSA declined from 54.3% in 1990 to
41.0% in 2013, the number of people living below
the international poverty line increased significantly
from 276.1 million in 1990 to 388.7 million in 2013
(Anyanwu, 2017). Also, Anyanwu (2017) stated that
in 2013, the extreme poor in Sub-Saharan Africa
represented more than half of the world‘s extreme
poor of 766.6 million people. This shows that the
region needs articulate policies and good institutions
for her to development. Mberu and Eze (2017)
asserted that divergent population factors help in
achieving development goals while rapid population
growth mars development in SSA. Looking at the
links among demographic dynamics, governance and
democratic development in Nigeria, Egharevba
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(2017) complained that there has been no progress in
development of Nigeria due to corruption, weak
governance institutions, bad governance, decayed
social and infrastructure services and non-integration
of demographic issues into development plans. With
the prevalence of rapid population growth, it has
been asserted that Africa has remained a continent of
impoverished nations trapped in poverty because
according to Kremer (2003), these nations do not
have sufficiently large educational investments or
access to credit (Sachs 2005). In support of this,
Oluwadamilola, Akinyemi, and Adediran (2018) also
observed an insignificant investment in education.
The governments of African countries have been
blamed for various political poverty traps due to their
inability and/or unwillingness to reform or adopt
good economic policies. Several reasons have been
adduced for the lack of reforms. Some of them are:
incumbents’ selfish interest to remain in power long
enough to benefit from infrastructural reforms
(Besley and Persson 201 |); incumbents’ resistance to
liberal policy reforms (North 1981; Acemoglu and
Robinson 2006b; Cox, North and Weingast 2015).

However, Sachs, McArthur, Schmidt-Traub, Kruk,
Bahadur, Faye and McCord (2004) argued that the
specific Africa’s characteristics such as low population
density, vast and unoccupied areas, poor
infrastructure, and the prevalence of difficult diseases
make many of the conventional governance
arguments irrelevant. They suggest that what Africa
requires is “a big push” in infrastructural
development and disease control before the
continent can attain the level where governance can
yield positive results in growth and development. In
their study, they found different growth levels for
various countries in sub-Saharan Africa (SSA),
portraying the suggested variables rather than
governance indicators.

However, Kaufmann et al. (2005) presented a
point which undermines the argument made by
Sachs. They submitted that while the general
argument for a big push in Africa is not doubted and
can be pursued as economic policy by countries in
SSA, Sachs et al (2004) downplayed the importance
of institutional capacity or governance capabilities
which would help to implement the big push.
Granted that SSA countries actually need the big
push, it is germane to understand that even if the big
push investment is available, the absence of good
governance would also undermine the positive results
anticipated from the push. If SSA countries have
imbibed good governance models, even a little
investment less than the ‘big push’ would yield results
unimaginable to any observer. This underscores the
foundational requirement of good governance in the
growth process.
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Most studies on institutional quality as determinants
of economic growth in SSA have focused mainly on
political stability. However, this study sought to
determine the impact of social infrastructure on
economic growth of Sub-Saharan countries.

Literature review and theoretical framework
Growth theories generally support the view that
physical capital, human capital and technological
progress are the determinants of per capita output
growth of a country. However, Acemoglu and
Robinson (2010) argued that even though physical
capital, human capital and technological progress are
conventionally the proximate measures of differences
in growth across countries, other fundamental factors
which may cause differences in the proximate
measures across countries are also essential in
explaining cross-country differences in per capita
growth. For instance, institutions create conducive
environments such as patent right that promotes
research and development (R&D) and thus serves as
an engine for knowledge creation (human capital).
Hence, the role of institutions in an economy has
been recognized as a fundamental factor in explaining
the differences in economic growth across countries.
Hall and Jones (1999) argue that productivity
differences and long-lasting economic performance of
countries are determined by social infrastructure and
institutions ~ which  provide good economic
environment in which economic agents accumulate
physical and human capital to produce output.
Related to this view, Tebaldi and Elmslie (2008)
argued that good institution facilitates human capital
growth through the establishment of a patent right
that provides security and right incentives for those
engaged in research and development. These
arguments are in tandem with the views of new
institutional theorists (North 1981, 1990, 1997;
Rodrik, Subramanian, and Trebbi 2004; Greif 2006;
Acemoglu and Robinson 2012; Acemoglu, Johnson,
and Robinson 2002), who argue that institutions are
the major cause of economic development and thus
answer the question of why there are differences in
growth across countries. The institutional theories
explaining this conclusion is summarized by La Porta
etal. (1999).

In La Porta et al (1999), theories of institutional
development identify as well as explain factors that
can influence the formation and persistence of a given
quality of institutions in the society for sustained
economic and political development. Theories of
institutional development are classified into three
categories:  economic, political and  cultural
institutional theories. According to Demsetz (1967)
and North (1981), economic theories of institutional
development assert that institutions are established

4942

African Population Studies Vol 33, No. 2, 2019

when it is efficient to create them. This entails that
institutions are built when the anticipated social
benefits considerably exceed the anticipated
attendant costs. Political theories of institutional
development, developed by North (1990) and Olson
(1993), focused on the redistribution of societal
resources by political leaders in a way to extract
economic rents to themselves. This is evident in most
of the African countries, from the time of colonial
rule to present, where political conflicts between
different groups regarding the sharing of national
values and policy preferences occur frequently and as
a result, policies are based on political favouritism
rather than efficiency (Adewole & Osabuohien,
2007). In Douglas North’s (1990: 110) view, “Third
World countries are poor because the institutional
constraints define a set of payoffs to
political/economic activities that do not encourage
productive activity”. For instance, Onwuka (2006)
noted that most political leaders in Africa are not
proactive in investing in productive sectors like
human capital which are vital routes of escape from
poverty in the face of rapid population growth.
Similarly, Acemoglu and Robinson (2012) contended
that economic policy, value system, culture, or
geography do not guarantee success or failure of any
nation rather success or failure of nations depends on
their institutions. They argued that political
institutions define nations’ economic institutions,
which ultimately determine their success or failure.
They categorized political institutions into extractive
and inclusive institutions. An extractive institution
refers to a situation where few groups of individuals
control the resources and exploit the rest of the
society, whereas inclusive institution refers to a
situation where many people are involved in political
affairs limiting several forms of exploitation of the
masses. They buttressed that essential services such
as contract enforcement, justice, and education
which boost economic agents’ confidence and also
encourage innovation are usually provided in a
regime of inclusive institutions. On the other hand,
extractive institution provides a hostile environment
that breeds inequality, injustice, and uncertainty
which are inimical to innovation and growth. With
respect to Africa, Acemoglu and Robinson (2010)
contend that the continent is trapped in a set of
economic and political institutions that are not
conducive to economic progress. Africa’s paradigm
shift from colonialism did not generate a transition
from the extractive to an inclusive institutional
sphere. Instead, post-colonial African countries
basically retained extractive institutions in African
outfit (Acemoglu and Robinson 2010). Similarly,
Acemoglu et al (2003, 2005) opine that the institution
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introduced by the colonial masters were fundamental
to both past and present economic growth in Africa.
Finally,  cultural  theory of institutional
development (Putnam 1993; Landes 1998) assert that
a given society holds beliefs and norms that are
deeply entrenched and rooted in culture, religion,
history, or language which shape the collective
actions of such society. In this regard, some societies
have cultures that support institutions that encourage
trade, investment and markets; while some others
have cultures that are hostile to markets, preventing
them from creating institutions that boost trade and
investment. For instance, Landes (1998) argued that
Protestantism promoted industrialization in Northern
Europe, because its ideological principle became an
integral part of the ideology of capitalism by
generalizing the virtues of hard work, diligence, and
thrift as earthly signs that individuals are maximizing
the talents given to them by God for His overall
purpose. In the protestant viewpoint, salvation is
associated with achievements on this earth. It has
been argued that the quality of governments at local
levels in contemporary Italy can be traced back to the
early period of development of social capital: the
network of associations that promote trust and help
resolve collective action problems (Putnam 1993).
Based on the aforementioned theories, several
empirical studies relating to institutional economics
have underscored the significance of institutions for
economic growth and development. The success of
economies in achieving high levels of economic
growth requires appropriate legal and economic
frameworks, as well as reform of the rules and
institutions that govern the strategic interaction of
the participants in the political game (Ngendakuriyo
2009). In a cross-sectional, time-series data with
static panel using fixed effects and dynamic panel
using system GMM, Nawaz (2015) finds in an analysis
of 56 developed and developing countries between
1981 and 2010 that the effect of institutional quality
on economic growth depends on the stage of
development and that it performs more role in
determining growth in high-income countries relative
to low-income countries. For instance, he found that
control over corruption, qualitative and effective
bureaucracy, and desirable law and order have
greater positive impacts on economic growth in high-
income economies than developing economies. The
impact of robust investment profile is more growth-
enhancing in developing economies in contrast to
developed ones. Valeriani and Peluso (2011) used
pooled regression and fixed effects for the panel of
8] countries, analyzed the impact of quality of
institutions on economic growth at different stages of
development. The result revealed a positive impact
of institutions on growth when measured with civil
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liberties, quality of government, and number of veto
players. They also confirmed that institutions are
more efficient in developed countries than in
developing countries. Gées’ (2016) analysis of 119
countries for over |0-year period revealed a positive
impact of institutional quality on economic growth.
While there is an apparent consensus in the
literature that quality of institutions matter for
economic growth, the literature focus has been
shifted to channels through which institutional quality
affect growth. Numerous empirical studies since the
work of North (1981) have been carried out to
identify the channels through which quality of
institutions relate to economic growth. The empirical
findings in this regard are widely divided on the
nature and channels of the relationships between
institutional quality and economic growth. Some
studies support the idea that economic institutions
are more relevant to growth (Weil 2008; Acemoglu
and Robinson 2008; Valeriani and Peluso 201 |'), while
others have come to the conclusion that political
institutions are more growth-enhancing (Green 2009;
Hicken; Satyanath and Sergenti 2005). Yet, some
other studies have argued that democratic regime is
more relevant to growth than authoritarian regime.
The institutional theorists that identify economic
institution to be the most significant are of the view
that growth driven by R&D distilled from endogenous
growth depends on the presence of high quality
economic institutions such as freedom of movement
across occupations and/or sectors, free markets, and
property rights, especially intellectual property rights.
Acemoglu and Johnson (2005) have empirically tried
to validate the effects of economic institutions on
growth by comparing “contracting” and “property
rights” institutions. Constraints on the executive
were used in the analysis to the proxy contracting
institution while property rights were measured by
legal variables. The result revealed that legal variables
are more significant for growth. Papaioannon (2009)
opined that improved institutions increase capital
flows between countries in contrast to institutions’
fragility indices such as legal inefficiency, inefficient
protection of property rights and high risk of
expropriation. Rodrik, Subramanian and Trebbi
(2004) in their study showed the positive and
significant impacts of institutional environment on
long-term economic growth by examining the rule of
law and property rights. Similarly, Knack and Keeler
(1995) revealed that institutions exert significant
impacts on investment and economic growth using
property rights and contracts as proxy for
institutional quality. Acemoglu, Johnson and Robinson
(2001) focused on property rights as an approach to
assess institutional quality. They acknowledged that
the significance of the institutional framework is so
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fundamental that “once the effect of institutions is
controlled for, countries in Africa or those closer to
the equator do not have lower incomes”.

Another study used as a standard reference on the
empirical  relationship ~ between institutional
conditions and economic growth was carried out by
North (1990). The study revealed direct and indirect
effects of institutional framework on economic
growth. He argued that government with improved
institutions creates conducive environment (such as
lowering the risk and cost of transactions) and
confidence required for an economic agent to thrive.
This implies that bureaucratic obstacles, bribery, and
rent-seeking result in high transaction costs and
ultimately distrust, disincentive for investment, and
retarded growth. In an environment of uncertainty
and distrust with regard to property rights
enforcement, business operation of firms will be
based on the short-term horizon for the fear of
unknown. Thus, countries that secure property rights
tend to develop faster (North 1990). An economy
with fragile institutions is more inefficient as more
inputs are needed for the production of the same
output (Sala-i-Martin 2002). Meisel and Ould-Aoudia
(2008) introduced the concept of governance for
development, which covers the various institutional
arrangements that produce the confidence needed
for development. Dias and Tebaldi (2012) examined
the link between human capital development,
institutions, and economic growth using cross-
country panel data for the period 1965 to 2005.
Their finding revealed that the structure of an
institution in a state is shaped by historical antecedent
of an economy with the attendant effect on long-
term economic performance. The result also showed
no relationship among the political institution and
productivity and long-term economic growth.

With respect to political institution, some
institutionalists argued that the impact of political
constraints is not direct but rather sets the
environment in which economic institutions thrive.
Recent studies have reaffirmed this position.
Flachaire, Garcia-Penalosa and Konte (2014) found
from an analysis of 79 countries both developed and
developing, for the period 1975 to 2005 that political
institutions are the major causes of growth, because
they set/determine the environment in which
economic institutions operate. They established that
political institutions set regime for an economy to
operate, whereas economic institutions produce
direct impacts on rates of growth within each regime.
Larsson and Parente (2011) examined the way in
which autocratic and democratic regimes choose
policies and observe their impact(s) on economic
growth. They observed that different autocratic
regimes select different policies based on their
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preferences irrespective of the choice of the masses.
Some autocrats impose policies that benefit few
individuals/groups even if it is at the expense of
others or detrimental to growth, while some
autocrats adopt policies that are favourable to
growth even when this produce costs for some
sectors/sections of the electorate. Another argument
in favour of the idea that political institutions are
more growth-enhancing was put forward by
Acemoglu (2008), who contended that democracies
may have a better opportunity to benefit from
technological progress. He argued that at the early
development stage, autocracies may produce faster
growth if they implement an appropriate yet
expensive policy.

From the literature search, there has been a
consensus that quality of institutions affects economic
growth, but we observed dearth of empirical
evidence on the studies of the impact of social
infrastructure on economic growth in sub-Saharan
African countries. Scanty empirical evidence exists in
literature on the influence of institutions on economic
growth; this necessitates the need for this study.

Data sources and methods

The theoretical framework of this study is derived
from the neo-classical Solow (1956) growth model.
This model states that accumulation of physical
capital and technical progress are the drivers of
economic growth. The basic assumptions behind the
Solow model are: constant returns to scale,
diminishing  marginal  productivity of capital,
exogenously determined technical progress and
substitutability between capital and labour (Petrakos,
et. al.,, 2007). The neo-classical model is modified to
include several other variables such as institutional
factors, labour supply, property rights protection and
market system (Barro, 1996). It is also argued that
the growth of an economy is also driven by
institutional factors which can block diminishing
returns of capital, enhance capital’s marginal product,
hence improves output growth. This motivates our
study’s focus on social infrastructure especially as it
concerns sub-Saharan Africa (SSA) countries.
However, the Solow model was modified by the new
(endogenous) growth theory which introduced other
variables such as government expenditure and source
of governance indicators. It is on the basis of the new
growth model (or endogenous growth model) that
we built the model of this study.

Therefore, to determine the influence of social
infrastructure on economic growth in sub-Saharan
African countries, we formulated, in line with Barro
(1990) an economic growth model with the
following:

Yo =@+ B X+ € o 3.1
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The error term €;; is equal to n; + €;¢, where 7; are
individual fixed effects and €;;are the idiosyncratic
shocks. y is gross domestic product per capita; X is
the vector of growth determinants which include
general government final consumption expenditure,
trade openness, gross fixed capital formation, labour
supply and foreign direct investment Barro (1996);
Nwodo and Asogwa (2017); Kodongo and Ojah
(2016).

We augment equation (3.1) with a social
infrastructure variable, Z, as follows:

Yo =@+ B X+ AZi+ € voveverirrninen 3.2

Data for this study were time series data on
institutional variables and gross domestic product
(GDP). Data on institutional variables (specifically on
quality of governance (QoG)) were collected from
the World Governance Indicators, while data on
gross domestic product (GDP) per capita of the sub-
Saharan African countries involved as well as other
control variables were sourced from World
Development Indicators (WDI), all published by The
World Bank (2017). The qualities of the data, for all
intent and purposes, are high and reliable; the data
are valid for this study and data source properly
archived. Data spanned from 2002 to 2016, because
some countries studied had missing data. Data on a
total of 47 SSA countries were used, namely, Angola,
Benin, Botswana, Burkina Faso, Burundi, Cameroon,
Cape Verde, Central African Republic, Chad,
Comoros, Congo (Brazzaville), Congo (Democratic
Republic), Cote d’lvoire, Djibouti, Equatorial Guinea,

Eritrea, Ethiopia, Gabon, The Gambia, Ghana,
Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia,
Madagascar, Malawi, Mali, Mauritania, Mauritius,

Mozambique, Namibia, Niger, Nigeria, Rwanda, Sao
Tome and Principe, Senegal, Sierra Leone, Somalia,
South Africa, Sudan, Swaziland, Tanzania, Togo,
Uganda, Zambia, and Zimbabwe. Three countries,
namely, Réunion, Seychelles and Western Sahara,
were not included in the study because of the paucity
of data on them.

The variable, Z, from equation 3.2, includes social
infrastructure indices (Voice and Accountability
(VAA), Political  Stability and Absence of
Violence/Terrorism (PSAT), Government
Effectiveness (GE), Regulatory Quality (RQ), Rule of
Law (RoL), and control of Corruption (CC)) obtained
from the World Governance Indicators (WGI). These
institutional variables represent social infrastructure
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as defined by Kaufman et al, (1999) and documented
by World Bank’s World Governance Indicators
(WGI). WGl is a database of the World Bank Group
on the quality of governance as supplied by
enterprises, citizens and experts in developed and
developing economies. The WGI contains six
indicators namely, Voice and Accountability, Political
Stability and Absence of Violence/Terrorism,
Government Effectiveness, Regulatory Quality, Rule
of Law and Control of Corruption. In this study, only
three indicators related to social infrastructure were
considered namely, voice and accountability (VAA),
regulatory quality (RQ) and control of corruption
(CQ).

Equation 3.2 above may not pose many challenges
in estimating the degree of impact of the independent
variable on the dependent variable. This means that
the standard panel data estimation - fixed effect (FE)
and random effect (RE) are unbiased. However,
before the decision on which of fixed effect or
random effect to adopt, a Hausman test was carried
out and the result favoured fixed effect estimation.
And, to check for the problem of unequal variance of
the error term which is a likely problem with fixed
effect estimation, the study did a robust assessment
of standard error of the estimate.

Another possible problem that could hamper the
results from this model is a possible cross-sectional
dependence of the error terms which have to do
with the assumption of unobservable time-varying
omitted common variables that affect each country. If
these unobservable common variables are not
correlated with the explanatory variables, then the
coefficient estimates based on the OLS or FE
regression are consistent while the estimated
standard error are biased. However, as Baltagi (2008)
has shown that cross-sectional dependence is only a
problem in macro panels with long time series of
over 20 years and since the scope of our study covers
a period of |5 years, the FE effect estimator is more
suited for the study. The econometric software used
is Stata |3 (Stata 2013) package which is best suited
for panel data analysis.

Results

As stated earlier, the determination of which panel
estimation technique to use (out of fixed effect and
random effect) was dependent on the outcome of
Hausman test. The results of the Hausman’s test are
therefore presented in Table | below:
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Table |: Summary results of the Hausman model selection test

Variables Coefficient Difference sqrt (diagv_b_v_B))
(b) (B) (b-B) S.E
fixed random

Voice & Accountability -0.0000000319  0.00000000215 -0.00000000247 -

Control of Corruption 0.00000000527 0.00000000505 0.0000000219 -
Regulatory Quality -0.000000047 0.00000000146 0.00000000194 -

Gen. Govt. Final Cons. Exp. 0.787753 1.246929 -0.4591761 -

Trade Openness -2751.014 -3236.533 485.5188 -

Gross Fixed Cap. Formation 1.320874 1.369498 -0.0486237 0.348166
Labour Supply 5646.416 4399.043 1247.373 364.2758
Foreign Direct Investment 0.3040418 0.2669896 0.370522 -

Chi> (3) = (b-B) [(V_b-V_B) * (-1)] (b-B) = 24.05 Prob>chi’ = 0.0000 (v_b v B is not positive definite)

Table | shows that fixed effect was the accepted
technique. We therefore rejected the null hypothesis
that difference in coefficients is not systematic and
adopt a fixed effect estimation technique for the
study. The estimated x” is 24.05 and the probability
value is 0.0000. This signifies that the result is
statistically significant; that the rejection of null

hypothesis is appropriate on the use of random effect
method of panel data econometrics, and that the
fixed effect method accepted.

We estimated the model in equation (3.2) using a
panel of all 47 sub-Saharan African countries in our
sample. We adopted the Panel Fixed Effect (FE)
model.

Table 2: Summary results of the fixed effect (panel) model

Variable Fixed Effect (fe)

Random Effect (re)

Voice &Accountability -0.00000003 194

Control of Corruption 0.000000005268*
RegulatoryQuality -0.00000004773
Govt. Gen. Final Cons. 0.7877530 | ***
Trade Openness -2751.0142%**
Gross Fixed Cap. Formation [.3208743%**
Labour Supply 5646.4] 65%***
Foreign Direct Investment 0.30404179
-Constant -1.35%e+ | O¥***
N 474

R’ 0.85800346

R* Adj 0.8419662

0.000000002147
0.000000005049
0.000000001460
1.246929 | #**
-3236.533%**
[.369498%**
4399.043 | #**
0.26698962
-5.294e+09

474

* p<0.05; ** p<0.01; ***p<0.001.

Discussion

Following from the results in Table 2, two measures
of social infrastructure are statistically insignificant to
economic growth, namely, voice and accountability
4946

(VAA) and regulatory quality (RQ). This could be due
to the poor level of social infrastructure in sub-
Saharan Africa. However, the fixed effect model
shows that control of corruption significantly affected
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economic growth in sub-Saharan Africa. Both voice
and accountability and regulatory quality have
negative relationship with economic growth. This
means that while suppressing voice and accountability
undermines compliance from citizens limits their
freedom to participate in private enterprise,
economic growth can be reduced (Buehn and
Schneider (2009: 15); and regulatory restraints and
bureaucratic bottlenecks hamper economic growth
(Choi and Thum 2005). The variables did not have
significant influence economic growth. This might be
due to lack of trust and confidence in the leadership.
Thus, citizens feel cheated and go about their
business without waiting for government. This
outcome suggests that the level of voice and
accountability, and regulatory quality for the period
under study did not affect economic growth in SSA
countries. This finding is in line with that of Kodongo
and Ojah (2016). It suggests that the level of social
infrastructure and the channels in which the social
infrastructure transmits to economic growth need
further review. On the other hand, the finding that
control of corruption is significantly affecting
economic growth of SSA countries signifies that when
corruption is controlled, development plans in
diverse sectors can be implemented. The coefficient
on the control of corruption is supported by the
findings of Rodrick (2002) and Lee & Kim (2009) that
the fight against corruption is important for
motivating/spurring economic growth.

Exploring the impact of control variables on
economic growth in SSA economies, especially for
policy and confirmation purposes, it can be observed
from the results that among antecedents of growth,
labour supply which is a proxy of human capital is
statistically significant for economic growth of SAA
economies. This is in line with the findings of Easterly
and Levine (2001) and Pritchett (2004). Other major
growth determinants in literature applied in the
model which include government consumption, trade
openness and gross fixed capital formation are
significant to economic growth in the economies of
sub-Saharan Africa. From this analysis, when nations
open up for trade, it would lead to technology
spillover and improvement in productivity. There is
no doubt that SSA countries would benefit from a
technological transfer that can speed up growth and
sustainable development.

Conclusion

The paper studied the impact of the quality of
social/institutional infrastructure on economic growth
of sub-Saharan Africa (SSA) countries, using fixed
effect panel data econometric analysis. Three social
infrastructure variables (voice and accountability
(VAA), control of corruption (CC) and regulatory
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quality (RQ) were used in the analysis, in addition to
other control variables such as trade openness,
general government consumption expenditure,
private investment (proxy of gross fixed capital
formation), labour supply and foreign direct
investment (FDI).

From the analysis, it was found out that of all
social infrastructure variables considered, control of
corruption (CC) showed statistically significant
influence on the growth rate of economies in SSA,
while voice and accountability and regulatory quality
do not have statistical influence. However, all the
control variables, except foreign direct investment
(FDI), showed statistical significance on economic
growth on countries in Sub-Saharan Africa. The
reason could be that SSA economies have been
threatened by the activities of the terrorist groups
operating in several parts of the region which scared
foreign investors away. Terrorists have been ravaging
Nigeria (the largest destination of FDI), Niger, Mali
(the Sahel region), Somalia, some parts of Kenya, and
so on. It is possible that foreign investment (which
may have declined) does not improve the growth of
SSA (Ukwueze, Asogwa, Nwodo and Ogbonna
2019).

One of the implications of the findings of this
study is that sub-Saharan African countries should
always pursue a policy of nipping in the bud
cankerworms such as corruption, terrorist activities,
and so on, which set the sub-region backwards. This
means that nations in the sub-region should control
corruption so that the little resources they have
would be judiciously utilized to enhance economic
growth and sustainable development. Development
of the region will take place if the scarce resources
are efficiently used.

Another implication of the findings of this study is
that governments of sub-Saharan African countries
should create conducive environment for private
domestic investment to thrive as this will ensure
increase in private investment and economic growth.
Thus, these countries should design policies that will
make their economies to be more open to trade
since trade is an engine of economic growth (Frankel
and Romer 1999). Implementing these and related
recommendations will ensure that SSA countries
contribute their quota in the realization of the broad
goals of the African Continental Free Trade Area
(AfCFTA) as well as the AU Agenda 2063 of inclusive
growth and sustainable development of Africa in the
next 50 years.
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