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Abstract

This study investigates the effect of trade liberalization and human capital development on
economic growth of Sub-Saharan African countries from 2000 to 2022. Cross-sectional and time
series data on total trade to GDP ratio (TLIB), human capital development index, export, import,
net foreign direct investment, gross capital formation, net migration, net official development
assistance, population, labour force, government total expenditure on education, government
total expenditure on health, primary school enrolment rate, secondary school enrolment rate,
infant mortality rate, life expectancy rate and inflation rate obtained from World Deyelopment
Indicators (WDI) were utilized for the study. Pooled Ordinary Least Squares @QLS), Fixed
Effects Model (FEM) and Two Step Difference Generalized Method of Moménts, (TSDGMM)
were the econometric techniques employed in estimating the parameters Of the’four models
developed for the study. Empirical findings for (Model 1) revealed that tséde lb€ralization has a
statistically significant positive impact on human capital development.Amposts and gross capital
formation variables exerted statistically significant positive impacts\while net foreign direct
investment, net migration and net official development assistane¢ “thfluenced human capital
development positively but insignificant. The empirical result§ fox (Model 2) showed that trade
liberalization has statistically significant positive effect onf€Cehemic growth of SSA countries.
Exports, net foreign direct investment and population impacted economic growth positively and
significantly while import, gross capital formation and.fabour force had negative contributions.
Moreover, the empirical results for (Model 3) indigatgd'that human capital development has a
statistically significant positive impact on economig,geowth of SSA countries. Other explanatory
variables of the model influenced economie{ growth negatively and significantly with the
exception of secondary school enrolment rate that had significant positive impact. The results for
(Model 4) showed that the interactiy¢™~effect of trade liberalization and human capital
development on economic growth forgSSA’ countries was negative and statistically significant.
Government total expenditure on ediyeation, government total expenditure on health, exports and
imports had negative and significagtinfluence on economic growth while gross capital formation,
labour force, secondary scheqQNcéhrolment rate and infant mortality rate made insignificant
positive contributions. Qthem independent variables of the model like net foreign direct
investment, primary schoolehrolment rate and life expectancy rate influenced economic growth
positively and signifigdntly. Based on the estimated results, governments of Sub-Saharan African
countries should(invest massively in education and skills development, particularly in areas
related to th& nceds of a more open and globally integrated economy; there should be
implementation_6f complementary policies that address potential challenges and enhance the
benefits ofsrade liberalization like strengthening of domestic revenue mobilization, investing in
infrastiuctore, and providing targeted support for small and medium enterprises (SMEs) to
mitigate the negative impacts of increased competition; and there should also be prioritization of
investments in quality education and skills development. In addition, governments should also
prioritize trade liberalization alongside investments in quality education and skills development;
and finally massive investments should be made in trade infrastructure and technology to reduce
logistic costs, enhance trade efficiency and promote regional connectivity.

Keywords: Trade liberalization, human capital development, economic growth, generalized
method of moments, Sub-Saharan Africa.
Word Count: 490
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Chapter One
Introduction

1.1 Background to the Study

The achievement of high and sustainable economic growth is key to raising the stand&)f living
of the citizens of any country in the world. Trade liberalization and human capi evelopment
are considered as some of the key variables through which economic grow Q‘ytes of different
countries in the world can be enhanced. The concept of Human capi S to a combination of
factors, including knowledge, skills, health, living conditio m oyment opportunities and
others, which enable individuals to realize their full p@lal and to be more productive
members of society, increasing economic outputs o al, corporate and state levels. On the
other hand, the concept of “Human capital dq@’bﬁwnt” refers to the process of acquiring and
enhancing the knowledge, skills, and .ag&s of individuals to increase their productivity and
economic value. It involves investhSQ\n people through education, training, healthcare, and

other initiatives that improve th@verall well-being and employability.

Human capital dev.e opment 1s germane for the promotion of economic growth and development
of Sub-Saharan @n countries. This is because a skilled and knowledgeable workforce is
essential fo ng economic growth and competitiveness; and engendering social progress by
contrilM to a more equitable and just society through the provision of opportunities for
individuals to improve their lives and contribute to the well-being of their countries. Human
capital development initiatives include quality education, vocational training programs,
healthcare programs, mentorship and coaching, and skills-based training, to improve productivity

and foster inclusive growth. There are several types of human capital development which can be



broadly categorized into technical skills, soft skills, intellectual capital, institutional knowledge,
and organizational capital. All these variants focus on investment in people to enhance their
skills, knowledge and capabilities which is crucial for organizations and countries to thrive in a
competitive global environment. Sub-Saharan African countries face significant human capital
development challenges, scoring the lowest globally on the World Bank’s human capital index.
The average human capital index (HCI) score for the region is 0.4, with a global Q&g of 0.57
indicating a significant gap in human capital development compared to the global"average. The
region’s human capital development is characterized by low educatior@&ealth outcomes, and
inadequate investment in skills development. The COVID-19 p@e ¢ exacerbated these issues,

leading to school closures, reduced healthcare access, ao omic disruptions, resulting in

learning losses, increased poverty and malnutrition. ; ’b

There are several channels through which tr ’thatlon affects human capital development
in Sub-Saharan African countries. Th: %hannels are foreign direct investments channel,
knowledge transfer channel, te c?gy transfer channel, export opportunities channel,
importation of intermediat cts channel, and public foreign capital inflow. These channels
are often linked to eco Qgrowth which itself can provide the resources to invest in human
capital. Howeve ac ﬁng these benefits is not automatic and depends on SSA countries’

capacity to 7@ new technologies and commitment to investing in education.

Q
ForeigNrect investment channel can influence human capital development through trade
liberalization by encouraging higher education enrolment, promoting skill premiums, and
creating knowledge spillovers, although the net effect depends on the type of FDI, host country
conditions, and the specific policies in place. Trade liberalization, by expanding access to global

markets, makes investment in human capital more appealing to firms seeking skilled labour, and
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it can spur demand for educated workers in export-oriented industries. This channel can be sub-
divided into technology transfer channel and knowledge transfer channel. Regarding the
technology transfer channel, the adoption of trade liberalization by SSA countries can expose
these economies to gain access to new technologies and skills from advanced nations, which
boost productivity and growth, leading to higher incomes that can be invested in human capital
development like education, health and skill-based training. The ph}é&nce of

multinational corporations in Sub-Saharan African countries can create K tive*indirect effect

on human capital formation in the SSA region via productivity spi rst The transmission
mechanisms of productivity spillovers from foreign direct invest can occur through three
channels, which are demonstration channel, competition ch nd labour mobility channel’.

The second channel is knowledge transfer channe@rah significantly impacts human capital
development in SSA countries by increas@ss to education through information and
communication technologies (ICT) ancb\% ling technology adoption through foreign direct
investment and domestic policie@(o ever, the effectiveness of this channel depends on
complementary investme sésuman capital, institutional quality, and a conducive domestic
environment.  Concerping*the export opportunities channel, trade liberalization directly
.
facilitates increa@o s by reducing artificial barriers such as tariffs, quotas, and non-tariff
regulations. creased opportunities to export goods that are” high-skill-intensive” by SSA
countr%&%’se the demand for skilled labour, leading to higher wages for educated workers. The
increased financial incentive motivates individuals to pursue more education and training,
especially in fields that are in high demand in the global market, thus resulting in human capital
development. Simply put, export growth under trade liberalization can influence human capital

development by increasing demand for skilled labour, encouraging skill upgrading, and



promoting investment in education. The fourth channel is importation of intermediate capital
goods, which suggests that trade liberalization can contribute to economic growth, which in turn
provide governments of SSA countries with more financial resources to fund human capital
development programs. In order to fully leverage trade liberalization, SSA countries must invest
in education, especially higher education, to create a workforce with the skills needed to benefit
from integration into the global economy. The fifth channel through which tra Q%lization
directly affects human capital development in SSA countries is public for&gjgapital inflow.
Government revenues through taxes can increase via public forei r@ﬁl injection into the
economies of SSA, which can then be invested in education, h t%social programs, leading
to better human capital development. In addition, public fo pital can also influence human
capital development through trade liberalization by r%% resources for education and health,
facilitating the transfer of skills and tech 010% nd promoting economic growth. Some
economic growth theorists acknowledge %ﬂ capital development as the driving force of

economic growth??. Similarly, the {G%\'cal and endogenous growth theories emphasize the

importance of technological pr@s an engine for achieving sustainable economic growth*>.

Economic growth is d Qas an increase in the quantity and quality of the economic goods
. \‘
and services tha‘ a&cw y produces. It also refers to an increase in the size of a country’s
economy 0 e3riod of time. The size of an economy is typically measured by the total
produa&'Q} f goods and services in the economy, which is called gross domestic product. Sub-
Saharan Africa economic growth is characterized by significant fluctuations and varying growth
rates among countries. While the region has witnessed periods of strong growth, it has also faced
challenges like declining growth rates, periods of stagnation, and a dependence on a few key

sectors. Many SSA countries heavily rely on natural resources, especially oil and minerals, for



export revenue'?. This can lead to vulnerability to price shocks and limit diversification of the
economy. Agriculture plays a notable role in many SSA countries, but it also encounters
challenges like low productivity, climate change impacts, and a reliance on traditional farming
methods. The region’s predicaments to sustained growth include resource dependence, huge
infrastructure deficits, high population growth, inadequate human capital, regional inequality,
limited structural transformation, external shocks, institutional weakness@d olitical

instability. The role of trade in economic growth is of great importance. <

The Classical and Neo-classical economists attributed great import%@ntemational trade in a
region’s development that they considered it as an ‘engin growth’. International trade
increases savings and investments, advances technological@city, reduces unemployment and
under-employment, facilitates greater backward rward linkages in the economy and
ensures a larger inflow of factor inputs intnomy and outflow of goods and services.
Trade liberalization has been defined. @ elimination or reduction of tariff and non-tariff
barriers to free flow of goods andéyc?es across national borders and is generally regarded as
the major driving force be@lobalization. Since the early 1980s, several international
organizations such as Qtional Monetary Fund (IMF), World Bank (WB), World Trade
Organization (W(.Oi\\ﬂﬁ

have been ppbéding Sub-Saharan African countries to liberalize their trade policies in order to

Organization for Economic Cooperation and Development (OECD)

acceleﬁ&e/zﬁeir rates of economic growth. The idea put forward by these international
organizations is that nations that permit higher level of trade liberalization policies outperform
countries with tighter international trade policies. The proponents of trade liberalization argued
that it has numerous benefits which include exposure to global competition, advancement in

technological capacity, facilitation of knowledge transfer, increment in world living standard,



creation of marketing networks, reduction of global cost of living, improvement in consumers’
welfare, attraction of foreign direct investment, reduction of monopoly power of the public
sector, creation of employment opportunities, reduction in rates of interest and tariffs,
availability and affordability of global inputs and enhancement of economic growth. The
impressive economic success of the South-East Asian countries (Taiwan, South Korea,
Singapore and Hong-Kong) corroborated the view among international organiza Q%ﬁ such a
development strategy is both effective and desirable. Trading activities| tra¢€able to trade
liberalization usually include exports, imports, foreign direct investme@ ing, borrowing and
S
O

In Sub-Saharan African countries, trade liberalization, the@ction of barriers to international

repatriation of funds from abroad.

trade, is characterized by a general move towards r@%pen trade regimes, though the specific
policies and their impacts vary. While many \@r@s in the region initially had restrictive trade
regimes, they have been largely success{\; implementing significant trade reforms, aiming to
reduce restrictiveness. These refon@f n involved reducing tariffs and other trade barriers, and
in some cases, liberalizin @ge rate regimes. Among the prominent features of world
economy in the last thr ﬁdes was that developing economies, especially Sub-Saharan Africa
countries, went é}&ﬁ fast trade liberalization either individually or as a component of
multilateral sals with the World Bank (WB), World Trade Organization (WTO) and the
International Monetary Fund (IMF). Hence, at the early 1980s, most countries in Sub-Saharan
Africa effected numerous trade reforms besides the Structural Adjustment Programs (SAPs)
imposed by international trade and financial organizations as a necessary step for a free market

economy. These include trade liberalization, private sector development via reduction in

administrative barriers to trade and investment, legal and judicial reform to increase economic



security, and financial sector reform to develop money markets and indirect instruments of

monetary policy, reduction of opportunities for corruption, encouragement of openness and

transparency of government, creation of conducive environment for private sector investment

and production. All these measures are expected to enhance productivity and competitiveness of

the SSA region’s products in relation to the rest of the world. The unprecedented intggration of
S

the economies of the SSA countries to the economies of the rest of the world is @ to spur

regional economic growth. &<
Some scholars argued that trade liberalization policies have positive on economic growth

and cited the development of some developing countries ir@:them Asian and transitional
economies that are competing with developed economies ir@global market! 20, 21, 22, 23,24, 25, 26,
27,28, 29 & 30 Other scholars indicated negative relat@%p between trade liberalization policies
and economic growth3!>32 33 &34 Non-unifor@fgms were employed by different scholars for
trade liberalization and economic growl\@gh resulted to indeterminate outcome. Lastly, some
studies exhibited zero relationship @‘ch\n trade liberalization policies and economic growth?>: 3¢
37, Although, the relationsh@h%ween trade liberalization and economic growth has been
analyzed extensively b &dvanced and developing economies in recent decades, it remains a
controversial top@ policymakers and economists because of the diversity in the empirical
findings. Itrbbvorth mentioning that existing studies conducted on the effect of trade
liberalhs{u% policies on economic growth in Sub-Saharan African are mostly country-specific.
From these studies, it has been observed that despite the fact that the impact of trade
liberalization on economic growth has been a widely researched area, empirical studies
conducted for Sub-Saharan African countries are scanty383%:40:41:42:43.444546 ' Qince almost all Sub-

Saharan African countries have liberalized their trade policies and invested substantially on



human capital development with a view to accelerating their rates of economic growth over the
past few decades, it becomes imperative to investigate in empirical terms the impact of trade
liberalization and human capital development on their rates of economic growth. Although, there
are plethora of studies on the impact of trade liberalization on economic growth and the effect of
human capital development on economic growth at country specific level in SSA countries. To
the best of the researcher’s knowledge, no study has investigated the relationshi Q&mst trade
liberalization, human capital development and economic growth for Sub-SaHaran African
countries. It is against this backdrop that this study seeks to exa@ influence of trade
liberalization policies and human capital development on e@) ¢ growth of Sub-Saharan

African countries between 2000 and 2022. Q

Since human capital development is widely recog\@s one of the channels for stimulating
economic growth. It has been observed enm&'\@ that one of the causes of limited growth
effects of trade liberalization is the lo el of human capital development. Findings from
empirical studies have concluded %\ca\lman capital development is crucial for the success of
economic reforms in develop&%untries”’ 48,49,50& 51 The evidence suggests that the failure of

trade reforms to prom% e and growth in SSA countries is attributable to the low level of

human capital de@%ﬂe t.

It is in th of the above that this study investigates how human capital development in the
selected\QSA countries can contribute meaningfully so that trade liberalization can have a
noticeable impact on economic growth and escalate the rate of investment that will boost the

growth of aggregate output in the region.

1.2 Statement of the Problem



The effect of trade liberalization on economic growth has been extensively investigated and
discussed over the last few decades. This is exemplified in many of the World Trade
Organization (WTO) rounds. Sub-Saharan African countries embraced trade liberalization in the
early 1980s with the principal objective of promoting their rates of economic growth through
exposing their economies to global competition to enhance efficiency in domestic production
which would eventually lead to growth in output, reduce the high incidenc Q&ance of
payment deficits and consequently enhance GDP growth. The adoption offtrad€”liberalization
policies was also in response to the poor performances of their exte@tors. Hitherto, SSA
countries had pursued a strategy of import-substitution and i 16%& a series of restrictive
trade policies including increase in tariffs, non-tariff ba Q exchange rate controls. The
restrictive trade policies adversely affected the growt rmances of their economies through
a decline of their exports to GDP ratios and %V§ GDP ratios. It was therefore thought by
many SSA countries that adopting trade li‘tﬁhﬁaﬁon policy was going to alleviate their external
sectors of the persistent deficits so th@\w could play their roles in enhancing economic growth

effectively. Low level of huma %fal development as well as inappropriate trade policies can

be responsible for sub-om@owth.

Education, healt@ﬂng have been the major variables determining the quality of human
resources d;b ment in an economy. Several studies have examined the link between high
qualit)%\f%man capital embedded in education level and economic growth, and have concluded
that they are positively related. In any case, the level of national, regional and continental
economic growth depends, to a large extent, on the level of human capital development in the

country, region and continent.



Investigations on the effects of trade liberalization on economic growth have been on the
limelight since the existence of trade. It has been observed from empirical literature that there are
several other factors that can affect economic growth of a country apart from liberalizing her
trade policies. One of such factors is the level of human capital development prevalent in the
country. Among the universally accepted causal factors responsible for the impressive
performance of the economies of most developed and the newly industrialize Qﬁtres is an
unprecedented commitment to human capital development®?. This has beén 13rgely achieved
through increased knowledge, skills and capabilities acquired thro&emcation, health and
training by all the citizens of these countries. Human capital is_acknowledged to play a major

role in versions of both neoclassical and endogenous growt g3 &34,

It has been underscored that the disparities in the B’b{)f economic growth and development

across nations is attributed not so much@%ral resources and endowments, climate,

technology and the stock of physical ca@gut to the quality of human resources development.

Many scholars considered humanéga'ces to be a critical and indispensable variable in the

growth process. They are no@‘neans but more importantly, the ends that must be served to

achieve economic prog & This notion is emphasized by a notable author who stated that
S

[ ]
“human resourc@

resources ar ive productive factors; human beings are the active agents of production who

te the ultimate basis for the wealth of nations>. Capital and natural

accumNngapital, exploit natural resources, build social, economic, and political organizations

and pursued national development.

Comprehensibly, any nation, region or continent which cannot develop and utilize the skills and
knowledge of its people effectively will remain backward economically. Investment in human

capital is germane to increasing global competitiveness, improving standard of living of the

10



population and in generating national, regional and continental economic growth and

development.

Several studies have noted that trade liberalization affects economic growth through four
channels namely, capital accumulation, equality of factor prices among countries, technology
and knowledge transfers. They opined that knowledge and technology transfers inﬂu,&e human
capital development positively 37 & 38, Adoption of outward-oriented trade @Qs by Sub-
Saharan Africa countries with the rest of the world through intemati&l&& increases the
quality and quantity of human capital through knowledge tran n, innovative ideas,
learning by doing which hitherto were lacking in these countit the tendency of inducing

specialization in production line which subsequently leads tognomic growth %,

Therefore, the development of any given country, or continent demands conscious human
capital investment by both public and privat&grs to stimulate economic growth. In line with
these assertions, successive govemm%\in ub-Saharan Africa countries have designed and
implemented several trade qn&@mn capital development policies aimed at stimulating
economic growth. Some@ﬁ\se programs include structural adjustment program, trade and
financial liberalizqtij&olicy, privatization of public enterprises, deregulation of public
corporations, rga,ﬁl)n of regional economic communities, increase in agricultural productivity,
especially, od crops, acceleration of domestic resource mobilization, settlement of conflicts
and c&(, investment in education, expanding access to healthcare, skills development,
reduction in fertility rate, and others too numerous to mention. Consequently, Sub-Saharan
African countries have recorded impressive trade statistics and an astronomical increase in the
number of health and education institutions over few decades. There are several transmission

mechanisms through which trade liberalization affects human capital development in Sub-
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Saharan African countries. These channels are foreign direct investments channel, knowledge
transfer channel, technology transfer channel, export opportunities channel, importation of
intermediate products channel, public foreign capital inflow and skill-based training channel.
These channels are often linked to economic growth, which itself can provide the resources to

RN\

The empirical studies on the relationship between trade liberalization and eco i0vgrowth are

invest in human capital.

inconclusive due to the diversity in their findings. Most of the studies c@g&ﬂ were country-
specific and limited to individual Sub-Saharan African countrie ’63’64’65’66’67’6&69. Few
studies that focused on Sub-Saharan Africa countries examine@%fect of trade liberalization
on economic growth and the impact of human capital elopment on economic growth
separately without considering the impact of huma%%tal development, that is, whether these
Sub-Saharan African countries have high o‘@’g’el of human capital development that can
affect the performance of trade liberaliza\x' o affect economic growth’%71.7273.7475 The linkage
among trade liberalization, human @ft? development and economic growth was not established
by these studies. This is the @&lacuna in the literature which this study intends to fill. Most
studies that investigat Q interaction among these variables (Trade liberalization-human
capital developn@

case studies@ SSA countries have not been in the limelight at least not to the researcher’s

mic growth nexus) used Asian, Americas and European countries as

knowl ~For the few studies that focused on SSA countries, not much emphasis was placed
on the level of human capital development. In addition, these studies failed to look at the
interactive effect of trade liberalization and human capital development on economic growth.
This means that trade liberalization should influence human capital development positively for it

to have a better impact on economic growth.

12



Orthodox economic theories predict that trade liberalization should lead to robust economic
growth and improved welfare. However, despite many Sub-Saharan African countries
implementing trade liberalization policies since the 1980s, the expected large gains have been
limited, and the region continues to struggle with persistent poverty, high income inequality, and
low levels of sustainable economic development. A key factor in benefiting from trade openness
and achieving sustained growth is a well-developed human capital base that ¢ %p to new
technologies and global competition. Yet, SSA countries consistently scores th¢"lowest on the
World Bank’s Human Capital Index, characterized by inadequate@ ent in education,
significant skills gaps, and ‘brain drain’. There is a lack o c&and consistent empirical
i

evidence on how the interaction of trade liberalization an d human capital development

specifically affects economic growth in SSA contex: ,bQ

Therefore, this study attempts to fill the la®’Qentiﬁed in the literature by addressing the
challenge of understanding whether tm@eralization has yielded the anticipated strong and
inclusive growth or not in Sub-%ca African countries, particularly in the context of its
significant human capital def:@& his study will shift the frontier of knowledge forward via the
following contributionsFitst; the impact of trade liberalization on human capital development in
selected SSA co@%%’s 11 be empirically investigated which was not carried out by previous
studies. Sep&@ previous studies did not analyze the interactive effect between trade
liberalhsi‘u% and human capital development on economic growth. Third, the number of
explanatory variables influencing economic growth in SSA countries apart from the principal
variables of interest which are trade liberalization and human capital development shall be
increased to include net foreign direct investment, gross capital formation, exports, imports, net

migration, net official development assistance, government total expenditure on health, inflation
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rate, government total expenditure on education, primary school enrolment rate, secondary
school enrolment rate, infant mortality rate, life expectancy rate, labour force and population
growth. The effects of some of these explanatory variables were not examined by the existing

studies in this area. Lastly, the sample size of this study (45) is larger or greater than any of the

The following research questions are raised to guide this study: «

previous studies.

1.3  Research Questions

1) What is the effect of trade liberalization on human capi ﬁopment in Sub-Saharan

African (SSA) countries? Q

QO

i1) What is the effect of trade liberalization on ec@c growth in Sub-Saharan African (SSA)

%

iii) To what extent does human ca@levelopment translate into economic growth in Sub-

countries?

Saharan African (SSA) countrm%

iv) How does the 1nte agtiv effect of trade liberalization and human capital development affect

economic growt@ -Saharan African (SSA) countries?

14 Q/@'es of the Study

The main objective of this study is to investigate the links among trade liberalization, human
capital development and economic growth of Sub-Saharan African (SSA) countries. The specific

objectives of the study are to:

14



i.  analyze the influence of trade liberalization on human capital development in Sub-
Saharan Africa (SSA) countries;
ii.  examine the effect of trade liberalization on economic growth in Sub-Saharan African
(SSA) countries;
iii.  investigate the impact of human capital development on economic grov&in Sub-
Saharan African (SSA) countries; and Q
iv.  analyze the interactive effect of trade liberalization and human cap@elopment on

economic growth in Sub-Saharan African (SSA) countries. 0

1.5  Hypotheses of the Study 0

Based on the objectives of this study, the followin potheses stated in null forms are

formulated: ’bb

i) Ho: Trade liberalization has no stati tla}§ significant positive effect on human capital
°
development in Sub-Saharan Africar@) countries.

N

i1) Ho. Trade liberalizatio @bns no positive relationship with economic growth in Sub-
ulhies.

Saharan African (S SA)&

iii) Ho: Hu gaﬁtal development exerts no statistically significant positive impact on

economic@th in Sub-Saharan African (SSA) countries.

N

iv) Ho: Trade liberalization and human capital development have no statistically significant

positive effect on economic growth in Sub-Saharan African (SSA) countries.

1.6 Significance of the Study
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Trade liberalization and human capital development are veritable tools through which nations all
over the world employed to achieve high and steady rates of economic growth. This explains
why governments globally are constantly seeking appropriate policies that should be
implemented for economic growth and development to be achieved. Several international
institutions such as International Monetary Fund (IMF), World Bank (WB), World Trade
Organization (WTO) and Bretton Woods Institutions (BWI) have encoura Q%eloping
countries especially Sub-Saharan African countries to embrace trade liberalization and human
capital development to help grow their economies. Many studies hal ed to the assertion
that trade liberalization and human capital development ha @re impact on economic

growth, yet many developing countries are still impove@ . This study delved into the

situation in the Sub-Saharan African context, to %s@ if trade liberalization and human

capital development are indeed good policies for be

N

The study would be of immense impost& o the governments, policy makers, researchers and

ating economic growth in the region.

all stakeholders to comprehend %ceﬁnt to which trade liberalization and human capital
development have impacted @&-Saharan African countries’ economies over the years. The
result of this study would help researchers and policymakers to determine whether the existing
trade policies ar{‘hiﬁ'a capital development programs have benefited Sub-Saharan African
economies’ @vely in terms of accelerated rates of economic growth or otherwise with a view
to retah'krg\'he effective policies and removing the ineffective ones. This study will provide the
opportunity of assessing the benefits of international trade, to determine if there has been
noticeable growth in the selected SSA countries. This research would help to identify the factors

militating against cordial trade relations between SSA with other countries. It would also help to
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evaluate the performance of different trade policies and human capital development policies that

Sub-Saharan African countries have implemented over the years.

The research would also constitute an invaluable tool for students and researchers that want to
know more about the effect of trade liberalization and human capital development on economic
growth rates of Sub-Saharan African countries. It would also educate the s%nts and
researchers on the complementarity or substitutability nature of trade liberali@and human
capital development in promoting economic growth. Also, the effec&fgde liberalization
policies being adopted by Sub-Saharan African countries on human development over the

past few decades will be revealed to the government, policy m@ and researchers by this study.

Due to the inclusion of human capital development as o@f the principal explanatory variables
of interest, this study will be different from %Q{bprevious studies that focused on the
relationship between trade liberalization and e\Qmic growth only at country specific level. The
effect of foreign direct investment fro&h d on human capital development in Sub-Saharan

Africa region through knowle(jg@t%chnology transfer will be unveiled.

N\
Furthermore, the method%@ero be adopted for estimating the parameters of this study will be
different techniqué x%;ly the Pooled Ordinary Least Square (POLS), Panel Fixed Effect
Model (PFE\V@I the Generalized Method of Moment (GMM). This implies that there will be
a met}O\dl@al departure from other previous studies on the impact of trade liberalization and
human capital development in promoting economic growth rates in selected SSA countries.
Therefore, this study will unfold the relevance of economic growth in a country. This is because
when a country experiences sustained economic growth, aggregate investment and savings

increase, output level rises and poverty declines. The study would also contribute to the existing
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views on trade liberalization-human capital development-economic growth nexus. It would give
people both inside and outside an insight into the importance and significance of trade

liberalization and human capital development in affecting economic growth in SSA countries.
1.7 Scope of the Study

This study employs panel secondary data from 2000 to 2022, sourced from t World

Bank’s database (World Development Indicators), to examine the effect o@iberalization

policies and human capital development programs on Gross Domesti duct (GDP) growth
rates of Sub-Saharan African countries. These countries em on trade liberalization
policies and human capital development programs from th till date. In addition, they are

all developing countries and belong to Sub-Saharan Afri@ the African continent. The choice
of the time frame is informed by data availabilit)b@’?e variables of interest and that this era
witnessed the undertaking of trade policy %s characterized by multilateral and regional
agreements within SSA countries an%%\q t of the world. These trade policy reforms were
removal of barriers to privqte@p& involvement in economic activities; deregulation of
consumer and producer@@ elimination of taxes and subsidies (explicit and implicit);
privatization of sta‘tfs&{eting or processing enterprises; abolition of official monopolies and
the opening o trzgw competition. The trade policy reforms undertaken by SSA countries in the

1980s an s were unilateral under the auspices of a World Bank Program.

N

The forty five (45) selected SSA countries are: Burundi, Djibouti, Ethiopia, Eritrea, Kenya,
Rwanda, Kenya, Somalia, Tanzania, Uganda (Eastern Africa). The Western Africa sub-region
include the following countries: Benin, Burkina Faso, Cape Verde, Cote D’Ivoire, Gambia,

Ghana, Guinea, Guinea-Bissau, Liberia, Mali, Mauritania, Nigeria, Niger, Senegal, Sierra-Leone
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and Togo. The Southern Africa countries included in the list are Angola, Botswana, Lesotho,
Mozambique, Namibia, South Africa, Swaziland, Zambia and Zimbabwe while the Central
Africa countries include Burundi, Angola, Cameroun, Central Africa Republic, Chad, the
Republic of Congo, Democratic Republic of Congo, Equatorial Guinea, Gabon, Rwanda, and
Sao Tome & Principe. The justifications for selecting or choosing Sub-Saharan African region
for this study are numerous. First, nearly all the SSA countries are classifie Q%eloping
countries that depend on exportation of natural resources, especially oil and mifi€ral resources,
for their incomes by many international organizations such as World@k WB), International
Monetary Fund (IMF), World Trade Organization (WTO) a %d Nations Organization
(UNO). Second, the countries in this region have similar @ d systems and shared colonial
experience. Third, the region is characterized by aj%%ographical features such as tropical
rainforests, savannahs, the Sahel region, and_the ra desert. Large lakes, mountains, rivers,

N

of Africa that is located south of the a Desert. This area is distinguished from the northern

region of Africa by the Sahara'it{&

and volcanoes are also found in Sub-Sahara%}hca. Fourth, Sub-Sahara Africa region is the part

South Sudan, Liberia @nalia are excluded from the sample of countries studied owing to

unavailability of Qata

gained ind% nce in 2011, and has been experiencing political instability, economic

ost of the economic variables of interest. This is because South Sudan

challeriges ~dnd humanitarian crisis which triggered displacement of millions and inflicting
widespread starvation and suffering. As for Liberia, the challenges facing the country include
widespread poverty, high tariffs and inconsistent tax administration, poor physical infrastructure,
weak judicial system and widespread corruption. The country has been experiencing 14-year

civil war caused by corruption which triggered the current political crisis that threatens her
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stability. Similarly, Somalia, has been ravaged by civil war, political instability, and droughts
and famines since 2009. This has made it one of the least developed and most fragile states in the

world, where most residents are constantly at a risk of losing health or life.
1.8 Operational Definition of Terms

Sub-Saharan Africa: Sub-Saharan Africa is the term used to describe the area African
continent which lies south of the Sahara Desert. It is made up of those cour(i;@ the African

continent that are not considered part of North Africa. Geographicallys, the demarcation line is

the southern edge of the Sahara Desert. %

Trade Liberalization: Trade liberalization connotes the to moval or significant reduction of
tariffs and non-tariffs barriers to trade in order to a%%e flow of goods and services across
countries or international borders. These i ﬁ@e export duties, import duties, subsidy,

embargoes, quotas, exchange rate controg,\i'@ing rules and other restrictions.
°

Human Capital Development: H@wc?capital development refers to the process of enhancing

and improving the skills, : ge and abilities, and overall potential of individuals within a

society or organization.\In
o \
and skills trainin@xm

Economi@wth: The term economic growth connotes the total market value of all final goods

tment in human capital implies the process of increased education

n resources.

and sek%s produced within a country over a period of time. It is commonly assessed by using

indicators such as Gross Domestic Product (GDP) or Gross National Product.
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Tariff Barriers: Tariff barriers are taxes imposed by a government on imports or exports of
goods. These taxes can be used to increase the cost of imported goods, make inputs available to

domestic producers at more competitive prices and raise revenues for government..

Non-Tariff Barriers: Non-tariff barriers (NTBs) alternatively referred to as non-tariff measures

(NTMs) are trade barriers that restrict imports or exports of goods or serv@through
\J

mechanisms other than the simple imposition of tariffs. They may take the forort quotas,

subsidies, customs delays, technical barriers, or other systems preventing;&i ing trade.
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2.1 Preamble QQ

The study of tr@lization, human capital development and economic growth in Sub-

Saharan Af@ountries will be beneficial as it gives insight into numerous interesting issues.
This se\&consists of detailed explanations of imperative concepts; then some clarification is
made on measurement issues; and finally, the types, roles of trade liberalization and human

capital development and their impacts on economic growth.

2.1 Conceptual Review
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2.1.1 Trade Liberalization:

Trade liberalization refers to the reduction or elimination of tariffs and non-tariffs barriers to
trade such as export duties, import duties, quotas, embargoes, subsidy, exchange rate control and
other restrictions for the free flow of goods and services across the world. It includes the free
mobility of capital and labour force as well as policies that shift the trade regime towards
neutrality across the globe. Trade liberalization process commenced in 1980s wi Qimposition
of various structural adjustment programs of International Monetary Exhd F), negotiation
framework of World Trade Organization (WTO) and imposed con%@ty by the World Bank
(WB).The proponents of trade liberalization argued that th@ncept when implemented by
various countries would bring about increased global c@etition, accessibility to modern
technologies, exchange of fruitful ideas, reduction @Ces of goods and services, adoption of
comparative advantage principle, increased % ity, improved standard of living, substantial
decline in unemployment level, reduee\\' nopoly of public sector, increased foreign direct
investment, reduced rate of tarif%"qcc?elerated human capital development, availability and
affordability of world input@timulation of world economic growth. Trade liberalization
affects economic grov%gugh four main channels namely capital accumulation, equality of

factor prices am@)

factors inﬂg@g trade liberalization of a given country which include factor endowments and

ies, technology transfer and knowledge spillover. There are numerous

produc\& trade policy, exchange rates, foreign currency reserves, population, income,
inflation and demand. This variable represents one of the key exogenous variables explaining the
changes in the behavior of the endogenous variable of the study. Theoretically, it is expected to
exert a positive relationship with rates of economic growth of Sub-Saharan African countries

during the studied period.
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2.1.2 Types of Trade Liberalization

Trade liberalization involves one or more countries agreeing to reduce import tariffs and relaxing
import quotas and other forms of protectionism to facilitate free flow of goods and services
across the globe. This is to make the economies involved more open to trade and investment so
that they can engage more directly in the regional and global economy. There are %al types
of trade liberalization viz: autonomous trade liberalization or unilateral tra@Qeralization;
bilateral trade liberalization; multi-lateral trade liberalization and regio;&ltgad% liberalization.
a. Autonomous Trade Liberalization: Autonomous trade liberaliz Iternatively known as
unilateral trade liberalization refers to the reduction or elin@tion of tariffs and non-tariff
barriers to trade by a country in order to give room for the fr@ow of goods and services among
the states or regions that make up the economy an@rest of the world, without engaging in
international trade negotiations or agreement@mplies that a nation unilaterally implements
trade policies like reduction of tariffs o@lifying nontariff barriers to encourage more trade,
even if other countries don’t recip@i@ct? This type of trade liberalization involves initiation of
trade reforms by a country i@dently rather than being part of a larger trade agreement or
negotiation. These trad @ms typically apply equally to all trading partners, creating a level
playing field forééjﬁ.

trade liberali which include promotion of economic growth, attraction of foreign direct

There are several reasons why countries might choose autonomous

invest r%and improvement of trade competitiveness. In essence, autonomous trade
liberalization constitutes a tool that countries employ to shape their own trade policies, even

without the involvement of other nations in formal agreements and negotiations.

b. Bilateral Trade Liberalization: Bilateral trade liberalization refers to trade agreements and

negotiations between two nations to reduce or eliminate tariffs and nontariff barriers preventing
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or hindering free flow of goods and services between them such as export tax, import tax,
embargo, quotas, subsidy, and other restrictions. This process expands market access for both
countries and can increase savings and investments, and consequently increased economic
growth. By making it easier for goods and services to cross borders, bilateral trade liberalization
encourages more trade and technology transfer between the two countries. It should be
mentioned that bilateral trade agreements are typically negotiated to the mutua Q& of both

garious forms,

countries, aiming to create a win-win scenario. Bilateral trade agreements ca@

such as free trade agreements which create preferential trade terms beto countries.

c. Multilateral Trade Liberalization: Multilateral trade liber@tion refers to the reduction or
elimination of tariffs and nontariff trade barriers by a rc@f countries or an overwhelming
majority of them, usually under a multilateral orga%%on like the World Trade Organization
(WTO) or World Bank (WB). Multilateral@%eralization can also be explained as trade
agreements or actions involving multiplx&ies, typically nations or countries. It means that a
group of countries are working to%{f& to reduce trade barriers. These barriers include tariffs
(taxes on imports), quotas (l'.}gn the quantity of goods allowed to be imported), and other
regulations that make 1 & difficult for goods and services to cross borders. This process is
intended to incrﬁ.eib(%ﬂ and economic growth by making it easier for goods and services to
move amo%éntries. Multilateral trade liberalization is beneficial to trading partners in the
sense ‘ﬂ\ag{ can lead to increased production, innovation, and efficiency, which can drive
economic growth. In addition, increased competition from imports can lead to lower prices for

consumers. Moreover, consumers will have a wider variety of goods and services to choose from.

d. Regional Trade Liberalization: Regional trade liberalization involves the reduction or

elimination of trade barriers such as tariffs and quotas, specifically among countries within a
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geographical region. This process is aimed at creating a more free-flowing trade environment
among member countries, encouraging increased trade and investment within the region. Unlike
global trade liberalization, regional trade liberalization focusses on a particular geographical area,
like a group of countries within a continent or a specific economic zone. It involves lowering or
eliminating tariffs, quotas, and other restrictions on trade among the participating countries. The
goal of regional trade liberalization is to foster closer economic ties, increase @ﬂ s, and

¢
S

potentially leading to economic growth within the region.

2.1.3 Benefits of Trade Liberalization %
Trade liberalization, which involves lowering or eliminati iffs and nontariff barriers to
international trade, offers numerous benefits includi lower consumer prices, increased

efficiency, and greater economic growth. It alﬁaécourages specialization and innovation,

leading to higher living standards, improved ty of goods and services, economies of scale
°

and the reallocation of resources to r@%\pr ductive sectors. The detailed discussion of these

benefits is given below. . Aé

N\
Reduction of Prices o Qs and Services: The reduction or elimination of tariffs and
nontariff barriersC@tional trade mean lower costs for imported goods, leading to cheaper
prices for CO\'@GI’S. The persistent reduction in the export tax and import tax on goods and
servic% ildble globally due to trade liberalization will lead to downward trend in the prices of

such goods and services. Therefore, trade liberalization reduces or lowers global cost of living.

Increased Variety of Goods and Services: Trade liberalization allows consumers globally to

have access to a wider range of goods and services from different countries, expanding their
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choices and potentially improving their quality of life. The quality of life of the world’s citizens

is measured by the quantity and quality of goods and services they consume.

Increased Competition: With trade liberalization, domestic producers from developing
countries are exposed to greater competition from foreign firms in advanced nations,
encouraging them to become more efficient and innovative to survive. Thﬁwill be

improvement in the quality of goods and services produced by domestic ﬁrrns@%er to catch

up with high quality imported products. &
Accessibility to New Markets: The existence of trade liberalizat obally allows businesses
to expand their reach to new markets available in both adv, d developing countries. This

expansion in markets networks will afford businesses@ over the world the opportunity of

increasing their sales and profits. ’bb

Encouragement of Specialization and %tion: Trade liberalization permits countries to
°

concentrate on the production of go@d services where they have a comparative advantage,

leading to greater efficiency productivity. For instance, those countries blessed with

abundant petroleum res@s will specialize in the production of petroleum products while

others that have iy %teel would engage in the production of automobile products. In short,

countries in tlﬁqlo e will specialize in the production of goods and services where they have a

comparat vantage.

Increased Standard of Living: The standard of living of the world populace will increase as a
result of consuming high quality and quantity of goods and services available in the global

markets at reduced costs. Since trade liberalization is associated with increased competition
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between domestic and foreign firms which is likely to result to production of high quality and

quantity products for world citizens by these industries.

Greater Economic Growth: Trade liberalization can stimulate economic growth by promoting
efficiency, innovation and investment. The reduction or elimination of tariffs and nontariff
barriers to international trade will lead to production of more exportable goods and%vices by
the domestic industries because of increase in demand for their products both tically and
internationally. There will be increase in profits of domestic firms which ngs(hanneled to the
employment of labour and other productive resources, thus leadin%anrease in output and
accelerated economic growth. In short, trade liberalization car@ to economic growth through

increased trading opportunities, access to new markets and @wed competitiveness.

Technological Advancement: Trade liberalizati@ws domestic industries to be exposed to

international competition which can drive }\antion and the transfer of new technologies,
°

leading to further development. The s@ﬁ ted techniques of production are transferred from

developed nations to developing @es through foreign direct investment from abroad.

N\
Encouragement of Spe&@%on and Innovation: The involvement of Sub-Saharan African
countries in inte 'a@ trade will pave way for them to specialize on the production of
exportable go@ and services for which they have a comparative advantage. Local industries
would@’g their production capacities in order to satisfy both domestic and international
demands for their products. Consequently, output of goods and services in the region will
increase, leading to accelerated rate of economic growth. Their trading partners would equally
produce goods and services based on the availability of productive resources that they have in

abundance.
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Attraction of Foreign Direct Investment: Adoption of outward oriented trade policies by SSA
countries will make them to be considered as destinations for foreign direct investments from
abroad. Foreign investors and multinational organizations will be interested in investing in these
economies through the establishment of branches of their business organizations in this region.
The advanced technology being employed by foreign industries in their production processes
would be emulated or mimicked by local firms in SSA countries which is likely Q%{yositive

impact on their productivity and consequently accelerated regional rate of ec@nontic growth.

Creation of Employment Opportunities: Trade liberalization allo Q.\ntries to trade goods
and services without regulatory barriers and their associated .%he removal of both tariffs
and nontariff barriers from the free flow of goods and se@s across the globe would enable
exporters to have more profits which would be rei@ in their businesses, culminating into
more production of goods and services g@The decision to increase productivity by
exporters demands employment of lab(m\&other productive resources which would allow idle

resources to be employed worldw1@’&co

2.14 Challeng(@de Liberalization

Trade liberahi n, despite its numerous benefits, can pose a threat to developing nations or
Sub-Sa\sqy African economies because they are forced to compete in the same market as
stronger economies or nations. These challenges can stifle established domestic industries or

result in the failure of newly developed industries there. They include:

Attack on Domestic Environmental Policies and Laws: Domestic environmental policies and
laws may come under attack as “non-tariff trade barriers” could reduce ability of countries to use
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import controls as a means to change other country’s behavior. Existing and future multi-lateral,
international environmental agreements may have their hands tied by trade rules. World Trade

Organization (WTO) is more favorable to multilateral trade agreements than unilateral actions.

Increased Competition and Potential Job Losses in Domestic Industries: The policy of trade
liberalization has been criticized on the ground that it can cause loss of jobs bec%cheaper
goods will flood the nation’s domestic market. Critics also suggest that the im@% goods can
be of inferior quality and less safe than competing domestic products tlle ave undergone
more rigorous safety and quality checks. So, trade liberalization e very dangerous or
harmful to +young industries in developing countries that hav@t been fully developed. There
is likely to be serious loss of jobs in domestic industries in &countries due to their inability to

compete favorably with highly developed industrie@?advanced nations. In short, increased

competition from foreign producers can n@ impact domestic businesses, potentially

leading to job losses and business closurc\(ﬂ'*rtain sectors.

Increased Import Dependence @c?ce Volatility: Trade liberalization can result to a greater
reliance on imported goo@}:ulaﬂy if domestic industries struggle to compete with cheaper
imports. This depgn@e makes developing economies vulnerable to price fluctuations in
international argeﬁ}especially for essential goods like food and energy. In addition, external
shocks, 81@ natural disasters or political instability in exporting countries, can disrupt supply

chains}d'cause significant price increases, impacting both consumers and businesses.

Competition and Economic Instability: Opening up to international trade exposes domestic
industries to greater competition, which can be challenging for less competitive or less efficient

businesses. Some local industries may struggle to compete with larger, more established foreign
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companies, potentially leading to job losses and reduced economic activity. This can create a
domino effect, with struggling industries impacting related sectors and contributing to broader

economic instability.

Financial Integration and Crisis: Trade liberalization often goes hand-in-hand with financial
liberalization, which involves opening up capital markets to foreign investment. Whilst this can
attract much-needed capital for investment, it also makes economies more Vul to sudden
capital outflows, also known as “sudden stops”. If foreign investors@e nfidence in an
economy, they may quickly withdraw their investments, leading to decline in currency

value, stock market crashes, and a potential financial crisis. Q

Impact on Vulnerable Populations: Trade liberalizatiqun exacerbate existing inequalities, as
some groups may benefit more from increased tr; an others. Workers in sectors that faced
increased competition may lose their jobs 0\\® their wages decline, while those in export-
oriented industries may experience Waé%k réases. This can lead to increased poverty and social

unrest, particularly if there are i@’ate social safety nets to support those who are negatively

affected by trade liberali@

Difficulty of Ad 'L@’ Developing countries, in particular, may face challenges in adapting
to the increas%:ompetition and rapid changes associated with trade liberalization. They may
lack tle\i/@ tructure, technology, and skilled workforce needed to compete effectively in the
global market. Additionally, poorly functioning financial markets can make it difficult for
businesses to access the capital needed to invest in new technologies or adapt to changing market

conditions.
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Trade Imbalances: Trade liberalization, while generally promoting economic growth, can
sometimes lead to trade imbalances. This happens when a country’s imports increase more than
its exports, causing a trade deficit. This imbalance can arise from various factors related to the
dynamics of trade liberalization itself, such as changes in import and export volumes, exchange
rate fluctuations, and the varying ability of domestic industries to compete with imports. First,
trade liberalization, with its reduction of tariffs and other trade barriers, makes Q%rt@d goods
cheaper and more readily available. This can lead to a surge in import agnsumers and
businesses purchase more foreign products. If domestic industries a@le to increase their
exports at a smaller space, the country’s trade balance will shif 0@ a deficit. Second, while
trade liberalization can boost exports by opening up new m ghe benefits may not be evenly
distributed across all sectors and countries. Some i dw@might be slow to adapt to increased
competition from imports, or they may fac b@ in accessing new export markets. This
unevenness can result in a situation where '}rts rise faster than exports, contributing to trade
.
imbalances. Third, a growing trade {ﬁ'ﬁ\t can weaken a country’s currency. This depreciation
can make exports more compc'{&gf)ut it also makes imports more expensive. If the exchange

rate adjustment is not smﬁ@% to offset the initial increase in imports, the trade balance may

continue to worsef‘. @, trade liberalization can expose structural weaknesses in an economy,

such as inefﬁ@ i

count@uggle to compete in the global market, leading to persistent trade imbalances.

dustries or lack of skilled labour. If these weaknesses are not addressed, the

Although trade liberalization can offer numerous economic benefits, it’s crucial to acknowledge
and address the potential vulnerabilities it can create, especially for developing economies.

Robust social safety nets, investments in human capital, and policies that promote a more
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equitable distribution of gains are essential to mitigate the risks and ensure that the benefits of

trade liberalization are shared more broadly.
2.1.5 Measurement of Trade Liberalizations

Trade liberalization is typically measured by the reduction or removal of barriers to international
trade, including tariffs and non-tariff barriers. Key measurements include average 4 tariffs,

indices of non-tariff barriers, and measures of price distortions or exchange r@lignment.

Tariff Reductions: Trade liberalization can be measured via tari ions which include
average import tariff, tariff dispersion, specific to ad-valore@o ersion and elimination of
tariff exemptions. Average Import Tariff is a common me@epresenting the average level of
import duties applied to goods while tariff dispersi %Q[GS reducing the range of tariff rates,
(e.g. moving towards a uniform tariff) is a asure of trade liberalization. In addition,
specific to Ad-valorem conversion refe.rs kwrting specific tariffs (fixed amount per unit) to
ad-valorem tariffs (percentage of V@% simplify trade and increase transparency. Another
way of measuring trade lib %on is the elimination of tariff exemptions for certain

individuals or groups in 0\@% create a more level playing field.

o \
2. Non-Tariff @eductions: This measure the extent to which trade is restricted by
factors othe tariffs. These are more complex to measure and include import quotas, import
license\t’%‘mical barriers to trade (like product standards), and other regulations that restrict

imports. Indices often use a combination of measures to capture the impact of these barriers.

3. Trade Openness: This is a broad measure of how much a country’s economy is integrated
with the global economy. It’s often calculated as the ratio of total trade (exports + imports) to
GDP or as exports or imports as a percentage of GDP individually.
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4. Trade Restrictiveness Indices: These indices attempt to quantify the overall restrictiveness
of a country’s trade policies, taking into account both tariff and non-tariff barriers. Example

include the IMF’s Trade Restrictiveness Index

5. Specific Trade Agreements: The extent of participation in and compliance with free trade

agreements (FTAs) and regional trade agreements (RTAs) also indicates the deg@of trade

liberalization. OQ

6. Frequency of Trade Restrictions: Another way to measure trade libetalization is to look at

how frequently different types of trade restrictions are used. %

7. Price Effects: In some cases, the impact of trade liberal@n can be measured by examining

the effects on prices of traded goods, especially wheée% alization involves price decontrols or

exchange rate adjustments. @fb

8. Dynamic Effects: Trade liberalizat @n also be measured by its impact on long-term
economic growth, investment aéﬁ?oductlwty By analyzing these different measures,
economists and policy ma e@n access the extent to which a country or region has embraced
trade liberalization ar;d\' tential impacts of such policies.

C

O

2.1.6 \@ubn Capital Development

Human capital investment refers to the process of increased education and skills training of
human resources. Numerous empirical studies have given credence to the potency of human
capital investment as a vehicle for stimulating economic growth. Although, the concept of

“human capital” refers to the knowledge, skills and health that human resources invest in and
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accumulate throughout their lives, enabling them to realize their productive potential which
progresses through education, training and experience. Human capital accumulation enhances
labour quality, which in turn increases the production capacity of labour force and promote
economic growth of an economy. It is widely acknowledged that knowledge and education are
the fundamental factors contributing to poverty reduction, increased employment and production.
It should be mentioned that human resources development acts as a catalyst &oxxth and
development of any country. This variable represents one of the key exogenQus Variables in this
study that would account for variations in the rates of economic grovs@ ub-Saharan African

countries over the years. Investing in people through nutritio t care, quality education,

jobs and skills helps develop human capital, and this is @ stimulating economic growth,

ending extreme poverty and creating more 1ncluswe,€op8

2.1.6 Types of Human Capital Developm@

Human capital development enc@ various forms of investment in individuals to
enhance their skills, knowledge A capabilities, ultimately boosting their productivity and
economic value. This ca @egorlzed into several types, including technical skills, soft skills,

intellectual capital, @tional knowledge, and emotional capital. These variants of human

capital develog&}r\e discussed below:

Techn@ls: These are the specific, job-related abilities and knowledge acquired through

training, education, or experience, such as coding, data analysis, or operating machinery.

Soft Skills: These are interpersonal and communication abilities that enable effective

collaboration and interaction, including leadership, teamwork, and problem-solving.
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Intellectual Capital: This refers to the knowledge, expertise, and experience an individual

brings to their work, encompassing both formal education and practical experience.

Institutional Knowledge: This is the specific understanding of an organization’s culture, history,

policies and procedures, often gained through long-term experience within that organization

Emotional Capital: This includes emotional intelligence, creativity, resilience,QﬂRroblem—

solving skills, which contribute to an individual’s ability to manage stress an@o change.

Human capital development is influenced by a wide array of @ including education, health,

2.1.7 Factors Influencing Human Capital development

training, and the overall environment. These factors &aD to shape an individual’s skills,
knowledge, and productivity, ultimately impacting t@mmbution to the economy and society.

Key factors influencing human capital develo@gre'

Education: Formal education (prlregg&' condary, and tertiary) and informal learning
opportunities play a crucial role i @umng knowledge and skills. Education enhances cognitive

abilities, critical thmkm@oblem solving skills, making individuals more productive and

adaptable. Q:\\%

Health: Good@lth is essential for individuals to participate fully in education, training, and the
workfs@lthy individuals are more likely to attend school, engage in training programs,

and contribute to the economy.

Training and Skills Development: On-the-job training, apprenticeships, and other vocational
training programs provide individuals with the specific skills needed for particular jobs and

industries. These programs enhance practical skills and improve job performance.
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Environment: The socio-economic environment, including access to resources, infrastructure,
and social support systems, also influences human capital development. A supportive

environment can foster learning, innovation and entrepreneurship.

Migration: While sometimes viewed negatively, migration can also contribute to human capital
development by allowing individuals to acquire new skills and knowledge .in\ different

environments. It can also facilitate the transfer of knowledge and technology be@countries.

Information: Access to information about job opportunities, trai rograms and other

relevant resources is crucial for individuals to make informed dec1@ out their education and

career paths. Q

Technology: Technological advancements can ¢ atb w opportunities for human capital

development by providing access to 1nforma\6@cl itating online learning, and transforming

the nature of work. &

Institutional Quality: Strong 1nst®g?s such as a fair legal system, effective governance, and

a stable political env1ror$®te essential for creating an environment conducive to human

capital development &

Social Capital: go{al networks, community engagement, and social norms can influence an
individua@récess to resources, opportunities, and support systems, impacting their human
capitalé(elopment. By understanding and addressing these factors, countries and organizations
can foster human capital development, leading to sustained economic growth and improved

social well-being.

2.1.8 Economic Effects of Human Capital Development

42



Human capital development has numerous positive effects, primarily boosting economic growth
and individual well-being. It enhances productivity, innovation, and adaptability, leading to
increased economic output and higher standards of living. Furthermore, it fosters personal

growth, improved health outcomes, and reduced inequality.

Increase Productivity: A skilled and knowledgeable workforce is more produ&e when

combined with other factors of production, leading to greater output and efﬁcier@Q

Economic Growth: Investment in human capital, such as education @Qalthcare, is strongly

linked to sustained economic growth. %

Innovation and Technological Advancement: Human ¢ ; development fosters creativity

and the capacity to adapt to and adopt new technolo?e@/ing innovation and progress.

Reduction in Income inequality: Investmes\\Q man capital can help level the playing field,

providing opportunities for those with fe@@gsources to improve their economic standing.

)

Higher Wages and Income:,Ir&%Aals with better skills and knowledge tend to earn higher

wages, contributing to a @erall standard of living.

Improvement i(i,’/@swndards: The positive impacts of human capital development on

productivity, @es, and poverty reduction ultimately lead to improved living standards for

indivi&@wd communities.

Adaptability and Innovation: A well-developed human capital base allows a country to adapt
to changing economic conditions and technological advancements more effectively, fostering

innovation and competitiveness.

2.1.9 Measurements of Human Capital Development
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Human capital development can be measured through various indicators. These can be broadly
categorized into education and training, health and well-being, income and wages, and
innovation and creativity. These indicators provide insights into the knowledge, skills, health,

and overall productivity of a population, which are all crucial for economic growth and societal

S\

Education and Training: This type of measurement has three sub-meas@ iz: formal

progress. These indicators are explained below:

education, skills development and literacy and numeracy. As for form&i ion, it includes
measuring years of schooling, educational attainment (e.g. high sch oma, college degree),
and the quality of education received. Skills development as the acquisition of specific
skills, both cognitive and technical, through formal trainin&grams, apprenticeships, and on-
the-job learning. Another sub-measure is literacy a@meracy which measures the ability to

read, write and perform basic mathematical ns, crucial for participation in the modern

workforce. éj\’&

Health and Well-being: The .hea@’%d well-being indicator of human capital development has
four sub-indexes viz: life@{&\ncy, childhood stunting, adult mortality rates, and mental health.
First, life expectangy is.a key indicator of overall health and well-being, reflecting the quality of
healthcare, sa itzggy, and living conditions. Moreover, childhood stunting reflects nutritional
deficienci health issues affecting early childhood development, impacting future learning
and pr%(:tivity. Adult mortality rates indicates the prevalence of diseases and health issues
affecting the working-age population. In addition, mental health index assesses the prevalence of
mental health conditions, as they can significantly impact productivity and well-being. Lastly,
income and wages index measures the income and wages earned by individuals, reflecting the

value of their skills and contributions to the economy.

44



Income and Wages: This measurement of human capital development consists of earnings
index, wage differentials index and poverty rate index. Earnings index measures the income and
wages earned by individuals, reflecting the value of their skills and contributions to the economy.
Wage differentials analyzes differences in earnings based on factors like education, experience,
and occupation, providing insights into the returns to human capital investments. Poyerty rates,

ﬁ, which

on the other hand, measures the proportion of the population living below the po Q

can indicate a lack of access to resources necessary for human capital developme

Innovation and Creativity: There are a number of sub-measures un measurement. These
include patent applications, research and development sper@ and entrepreneurship rates.
Patent applications is a measure of the level of innox@nd technological advancements

within a society while research and development s g reflects investment in creating new

knowledge and technologies, contribu@ future human capital development.

Entrepreneurship rates indicates the 1&:&@{ innovation and risk-taking within a population,

contributing to economic growth a@fe?elopment.

Social and Civic Engag%@his measurement consists of voter turnout, volunteer rates and
membership in organizations. Voter turnout is a measure of civic participation and engagement
in democrati g&}ses while volunteer rates reflects social responsibility and community
involvem G§‘ca‘[ing a sense of social cohesion and shared responsibility. Lastly, membership

in orgthions measures participation in various social, cultural, and professional organizations,

reflecting social networks and community involvement.

Human Capital Index: The World Bank Human Capital Index (HCI) measures the expected

productivity of a child born today, based on their expected health and education.
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2.1.10 Economic Growth

Economic growth can be defined as the continuous increase or improvement in the inflation-
adjusted market value of goods and services produced by an economy over a certain period of
time usually a year (real GDP). The term economic growth also connotes the total monetary
value of all goods and services produced in a country during a specific period, measured at
current market prices without adjusting for inflation (nominal GDP). It is comssessed by
using indicators such as Gross Domestic Product (GDP) or Gross Nationy ct. Statisticians
conventionally measure such growth as the percent rate of incree@e real gross domestic
product or real GDP. Growth is usually calculated in real term@t is, inflation adjusted term to
eliminate distorting effect of inflation on the prices o@ods produced. Measurement of
economic growth uses national income accounting%% economic growth is measured as the

annual percentage of gross domestic produc@ it has all the advantages and drawbacks of

that measure. év\s&

The economic growth rates of (@ s are commonly compared using the ratio of the GDP to
population (per capita in%@he rate of economic growth refers to the geometric annual rate
of growth in GDP‘t&m the first and the last year over a period of time. This growth rate
represents the regd.'w\ the average level of GDP over the period, and ignores any fluctuations in
the GDP this trend. Economic growth is one of the most important indicators of a healthy
econon%ne of the biggest impacts of long-term growth is that it has a positive impact on
national income and the level of employment, which increases the standard of living. There are
four major determinants of economic growth namely human resources, natural resources, capital
formation and technology. This is the endogenous variable in this study whose behavioral

changes are to be explained by a set of control variables.
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2.1.11 Key Elements of Economic Growth

Economic growth connotes the persistent increase in the total final output of goods and services
produced in an economy during a given period usually a year. Economic growth is influenced by
several factors viz: human capital, physical capital, technology advancement, population growth,

natural resources, institutional factors and peace and security. \

Natural Resources: The availability of numerous natural resources in an y should be
regarded as an essential ingredient for enhancing or stimulating econo '&)wth. The discovery
of more natural resources such as crude oil, bitumen, gas, bauxit%e stone, gold, silver and
others will boost economic growth as this shifts or increase Quntry’s production possibility
curve. Realistically, it is practically impossible to increa@e number of natural resources that a
country is blessed with by nature. Effective utili &d management of the available natural
resources in an economy by both the public z@ivate sector would result in increasing the rate
of economic growth. Higher level of eégQ growth would lead to increased national income

which in turn results to higher.st& td of living for the citizenry.

N\
Human Resources: Th&@?er the population of the labour force or workers in an economy,
the greater the n '@tput would be. This implies that any economy experiencing growing
population is @y to have an increase in the size of workers or employees. The more educated
and d%ﬁ@ a larger proportion of the workforce of an economy, the higher will be total
productivity of the country. In other words, the higher the quality and quantity of the labour force
of a given economy, the greater the level of national income and consequently the better the
standard of living of the people. Economic growth is greatly influenced by the quality and

quantity of human resources which every economy is blessed with by nature.
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Technological Advancement: The invention of modern techniques of production and
innovation of the existing ones would have significant positive effects on the productivity of the
different categories of workers available in an economy. The rate of economic growth is affected
by the type of technology adopted in the production processes. When workers rely on the use of
obsolete techniques in the production of goods and services to be consumed domestically and
exported to foreign economies. This would result in reduction of aggregate de Q r goods
and services both locally and externally which will have detrimental e%g the rate of
economic growth while the converse is true. Therefore, technolc@&yrogress is key to

O

improved economic growth.

2.1.12 Determinants of Economic Growth QQ
Accumulation of Capital Stock: This is the pro acquiring additional capital stock which

is used in the productive process. Capital \Qnulation can involve investment in physical
capital such as factories and machln?ﬁ\ uld be portfolio investment such as purchase of
bonds, shares and crypto currgn@apital accumulation can also refer to investment in assets
such as housing and wo%Qn\vestments made by the different tiers of government and the
private sector in a‘rs&omy to increase the marginal productivity of workers can also be
referred to a cag,[a( accumulation. Engagement in massive investments on physical capital,
human ca&%&nd portfolio investments by both the public and private sector has the potency of

increa@or stimulating economic growth.

Physical Capital / Infrastructure: The provision of basic infrastructural facilities by the three
tiers of government in an economy would serve as catalyst for stimulating economic growth.

Such infrastructural amenities include factories, motorable roads, efficient communication
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system, well equipped hospitals, drinkable water, machinery, uninterrupted power supply and
efficient transport system will lower the cost of economic activity. Better factories and
machinery are more productive than physical labour. The higher the stock of physical capital or
infrastructure which are not directly related to the production process but are indirectly
associated with production of goods services in the economy. Both local and foreign investors
would be attracted to invest in the economy that enjoys availability of keeras ructural

C

Existence of Regulatory Institutional Framework: The exi @ of an institutional

amenities and hence influencing economic growth.

framework that regulates the economic activities such as rules @laws in an economy serves as
incentives for the establishment of various types of ind@es that will be engaging in the
production of goods and services for both domestic B’bt and international market. This would
go a long way in accelerating the rate @\S@fgomic growth in the economy. Effective

implementation of the ease of doing bm\\' s by the concerned authority will spur economic

Political Stability: E%g@\c\ growth and political stability of a country are deeply

growth in the country.

interconnected. M.a'g(tckdng stability of the economy by the national and sub-national
governments i pgyls job creation, enhances people’s living standards, contributes to economic
growth ar&‘évelopment, and makes the economy healthy. On the other hand, the uncertainty
associated” with an unstable political environment may reduce investment and the pace of
economic growth and development. This explains why countries of the world usually maintain
political stability in their respective economies to boost the confidence of local and foreign

investors in order to spur economic growth.
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Adequate Security: The provision of adequate security of lives and properties by the
government in an economy should be seen as growth-enhancer. This is because investors both
local and foreign will be willing to invest in different sectors of the economy due to the existence
of adequate security. The concomitant effect of adequate security would include increased
employment opportunities, expanded production of goods and services, escalation of national
income level and high standard of living for the citizens. Also, maintenance o %elations
with neighboring countries often plays an important role in achieving econofffic growth by

facilitating trade between key surrounding countries. Security is@egotiable for rapid

O

Macroeconomic Stability: Macroeconomic stabilization@ condition in which a complex

economic growth of a country.

framework for monetary and fiscal institutions and %%s is established to reduce volatility and
encourage welfare-enhancing growth. In cou@%th high inflation rate, high interest rates and
poor exchange rate, it is evident et ong-run savings and investment are hindered.
Macroeconomic stability encoura@csgr\ings and investment which have positive impact on
economic growth. Poverty re@%ﬁ, social equity and sustainable growth are only possible with

sound monetary and fiscal pelicies. Macroeconomic stabilization is key to sustainable growth.

.
X
Public Gover aggy\ Good governance is accountable for its activities and ensures transparency
in order Q%ld corruption and benefit the population. It has been globally established that
countré\ﬁat practice effective transparency and accountability achieve better economic growth
than others with corrupt tendencies. In order for any country to experience rapid economic
growth, the people in position of authorities at different levels of government must shun

corruption, embezzlement of public fund, misallocation of fund, mismanagement of fund and
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other misconduct capable of truncating the realization of high level of economic growth in the

economy.
2.2 Theoretical Review

This section presents various theories relating to trade, human capital development, and
economic growth. The trade theories are Adam Smith’s theory of absolute ady, , David

Ricardo’s theory of comparative advantage, Hechscher-Ohlin’s theory of <a® endowment,
2.2.1 Adam Smith’s Theory of Absolute Advantage @

Stolper-Samuelson theory and new trade theory

The theory of absolute advantage was developed by 18" @r Scottish economist, in his book

‘The Wealth of Nations’!. The theory states that idual, company, region or country is
said to have an absolute advantage if it can @’ga greater quantity of a good or service with
the same quantity of inputs per unit of t'ﬁ% to produce the same quantity of a good or service
per unit of time using a lesser qua@g(?f inputs than its competitors. This implies that absolute
advantage can be accompl'shéby creating the good or service at a lower absolute cost per unit
using a smaller numbe oﬁ-nputs or by a more efficient production process. In other words,
X
countries involv@ international trade should specialize in the production of goods and
services in@ they have comparative advantages over their competitors. This concept of
absolu}b&antage can be regarded as the basis for large gains from trade between producers of
different goods with different absolute advantages. By specialization, division of labour and
trade, producer with different absolute advantages can always gain more than producing and

consuming in isolation. International trade allows these countries to get other goods cheaply

from abroad than to produce them at high costs domestically. The theory of absolute advantage
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propounded by Adam Smith is based on the following assumptions namely: labour is the only
factor of production and the cost of producing good is calculated from the relative amount of
labour required; trade involves only two countries, X and Y, in the world; trade also involves
only two commodities, A and B, in the whole world; there is existence of free trade between the
two countries; labour is immobile across countries but mobile within countries; and lastly, no
transportation cost can affect the selling price when the goods arrive at the des %ountry
The main weakness of the absolute advantage theory is that it fails to explal Qountrles can
benefit from trade if one country is more efficient at producing all g . his occurs because

absolute advantage only focusses on absolute productivity, wherea t ¢ comparative advantage

theory, developed by David Ricardo, explains that trade i 1 cial if a country specializes in

goods with a lower opportunity cost. 66

2.2.2 David Ricardo’s Theory of Compas@ dvantage

This theory was developed in the boo@f he Principles of Political Economy and Taxation’
written in 1817, to explain Wh'y es engage in international trade even when one country’s
workers are more efﬁcw@ucmg every single good than workers in other countries?. The
theory states that Q%s engaging in international trade should specialize in the production
and exportati &gpods and services where they have comparative advantages. A country is
said to ha@%mparative advantage in the production of a particular good or service if it can
produ&e good or service at a lower opportunity cost than its trading partners. Comparative
advantage refers to the products that a country can produce more cheaply than other countries.
David Ricardo demonstrated that if two countries capable of producing two commodities engage
in international trade with the assumption that the capital and labour do not move internationally,

then each country will increase its overall consumption by exporting the good for which it has a

52



comparative advantage while importing the other good, provided that there exist differences in
labour productivity between the two countries. He famously showed how England and Portugal
both benefit by specializing and trading according to their comparative advantages. Comparative
advantage can also be regarded as the best option given trade-off. If two options are being
considered, each of which has a trade-off, the one with the best overall package is one with the
comparative advantage. The Ricardian theory of comparative advantage i Q%‘ on the
following assumptions viz: there are only two countries, say A and B in thé whole world; they

produce the same two commodities, X and Y; tastes are similar in b@ntries; labour is the

only factor of production; and there is no movement of product'@ tor among countries.
2.2.3 Heckscher-Ohlin’s Theory of Factor Endowmentg

This is another form of comparative advantage t 1n international trade postulated by two
Swedish Economists in 19333, The theory &gthat countries engaging in international trade
should specialize in the production %;\\x rtation of products based on the availability of
productive resources or factors @wm. According to the proponents of the theory, countries
in which capital is rela@lentiﬁﬂ or abundant and labour relatively scarce will tend to
produce and equ@tal—intensive products and import labour-intensive products, while
countries in ic{.bl)our is relatively plentiful and capital relatively scarce will tend to produce
and expo@ur—intensive products and import capital intensive products. For example, goods
requiriéﬁmch capital and only a little labour such as automobiles and chemicals, tend to be
relatively inexpensive in countries with plentiful and cheap capital. Thus, countries with
abundant capital should generally be able to produce capital-intensive goods relatively
inexpensively, exporting them in order to pay for imports of labour-intensive goods. In this

theory, it is not the absolute amount of capital that is important but rather, it is the amount of
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capital per worker. The Heckscher-Ohlin theory is based on the following assumptions viz: there
are only two countries in the whole world; there are only two commodities; only two factors of
production are available in the world; perfect competition prevails in both factor and product
market; perfect mobility of factors domestically but immobility internationally; identical
technology; existence of different factor intensities, no transportation costs, no barriers to trade

R
O

2.2.4 Stolper-Samuelson Theory &

and lastly, there is full employment of productive resources in the economy.

The theory represents an addition to the Heckscher-Ohlin theo@lcidating comparative
advantage®. The theory states that under specific economic ions (constant returns to scale,
perfect competition, equality of the number of factors td the number of products), a rise in the
relative price of a good will lead to a rise in th return to that factor which is used most
intensively in the production of the good, an}*\QQ/ersely, to a fall in the real return to the other
factor. According to the proponents &i theory, free trade that is line with a country’s
comparative advantage will b.rira%xxt an increase in the demand for unskilled labour in the
labour-abundant countries Y@lso raise wages once there is elimination of labour surplus.
Conversely, the dgrg&for skilled labour will soar in the capital-intensive industries. The
demand for labo wages of unskilled labour will both fall simultaneously. Free trade is
unambigu. %éneﬁcial for a developing country since it does not only promote efficiency and
growth bdt also has gainful effects on the abundant factor in the economy. However, the
beneficial growth, employment and distributional implications of trade liberalization hinge on
the assumptions of existence of perfectly competitive markets and constant returns to scale.

Both the Heckscher-Ohlin and Stolper-Samuel’s trade theories complement each other in that

they drive international specialization of countries of the world via the comparative advantage
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argument. International trade is portrayed by both theories as a vehicle for a country to
capitalize on her abundant resources through more intensive production, and export products that
require large inputs of the abundant resources while relieving her factor shortage through the

importation of products that use large amounts of her scarce resources.
2.2.5 New Trade Theory \

The new trade theory was developed by Paul Krugman, a neo-Keynesian ec%@ and the sole
recipient of the 2008 Nobel Prize in the 1970s. The theory states thatd&ational trade among
countries of the world is not driven or caused by differences%yoductive resources and
technologies alone but by also increasing returns to scale differenciation and imperfect
competition. Traditional trade theory, like the Ricardian@i eckscher-Ohlin models, focusses
on differences in productive resources and techng]&és’bas the basis for trade. New trade theory
does not dismiss comparative advantage b&gphasize increasing returns to scale, product
differentiation and imperfect competitéi;\SyAﬂditional factors driving trade patterns. The theory
explains why countries with similgetesources and technologies might trade with each other and
why some countries or ﬁ%%n\inate specific industries. The key concepts of new trade theory
include increasing g@ to scale, imperfect competition, network effects, intra-industry trade
and early ent agzayrage. New trade theory rests on the assumptions that differ from traditional
trade the@
compet}hﬁ

, particularly monopolistic competition as key drivers of international trade. The

t assumes increasing returns to scale, product differentiation, and imperfect

theory recognizes that firms can achieve lower average costs as they produce more and that

products can be differentiated to create market segments. New trade theory moves away from the

assumption of perfect competition, recognizing that many industries are characterized by
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imperfect competition, such as monopolistic competition. In monopolistic competition, firms

have some market power owing to product differentiation and can influence prices.
2.2.6 Human Capital Development Theory

Human capital theory points out that education and training are investments that could add to
productivity”. The theory posits that human beings can increase their productive ¢ \Agthrough
greater investment in education and skills training. It is expedient to state tha(h/@ck of human
capital increases in a period only when gross investment exceeds depsectation over time, with
intent use or lack of use. Investment in education is a productivési ment in human capital
which the proponents of human capital theory consider to b @while than in physical capital.
This implies that basic education enhances the producti@g of workers. It should be stated that
the greater the investment in education, the better %&nal productivity and economic growth.
This study will adopt this theory as it upholg\at investment in education which is one of the

independent variables in this study wiilg\%m late the rates of economic growth of Sub-Saharan

Africa countries. . \A@

2.2.6 Modernization 'ﬁ@

This theory sta@ducaﬁon should be regarded as a powerful tool to transform an
individual’ s, beliefs and behavior. This implies that exposure to modern institutions such
as schN&ompanies and mass media inculcates modern values and attitudes in people. These
attitudes include openness to new idea, willingness to plan and growing sense of personal and
social efficacy. According to the modernization theorists, there would be continuity of these
normative and attitudinal changes throughout human life cycle, permanently changing an

individual’s relationship with the social structure. The higher the number of people exposed to
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modernized institutions, the greater the level of individual modernity attained by the society.
Once a significant proportion of the population changes in this way, the pace of the society’s
modernization and economic development accelerates. Thus, educational development through
its effects on individual values and benefits sets in motion the necessary building blocks for a
more productive workforce and a more sustained economic growth. Proponents of modernization
theory claim that modern states are wealthier and more powerful and that their 'Qns re freer
to enjoy a higher standard of living. This theory is relevant to the human CQ}Q

O

2.2.7 Classical Growth Theory Q

omponent of

this study.

The classical growth theory states that a country’s e@omic growth will decrease with an
increasing population and limited resources. It lay; asis on the rate of investment as the key
determinant of growth. Investment according\Qe theorists is a function of the profits share in
the national income. So, the higher the.q’@; level of profits, the higher the level of investment,
and hence the higher the rate of a@dc growth in an economy. The proponents of the classical
growth theory include A@a\ﬂith, David Ricardo and J. S. Mill. In summary, the classical
economists beliequ&f real Gross Domestic Product (GDP) increased above the subsistence
level of inc e,(i,%vould cause the population to increase and bring real GDP back to
subsisten%& Alternatively, if the real GDP fell below the subsistence level, part of the
population would die off and real income would rise back to the subsistence level. However, the
major setback of this theory is that it completely ignores the role of technology in the growth
process. The basic assumptions of the classical growth theory are the following; there is the
existence of full employment without inflation in the economy; there is a laissez-faire capitalist

economy without government interference; the economy is a closed one without foreign trade;
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labour is homogenous; there is perfect competition in labour and product markets; population
growth depends upon the wage rate; equality of saving and investment; wages and prices are

perfectly flexible; and there is perfect information on the part of all market participants.
2.2.8 Neoclassical Growth Theory

The neoclassical growth theory states that a steady state economic growth rate in ﬂ@y result
from the interaction of three key variables namely labour, capital and techncj@]'he simplest
and most popular version of the neoclassical growth model is the S wan growth model.
According to the theorists, an economy has limited resources in t@ capital and labour but
the contribution from technology to growth is boundless. ry maintains that short-term
equilibrium results from varying amounts of labour and@pital in the production function. The
theory also argues that technological change has a@r influence in an economy, and economic
growth cannot continue without technologicat\\gnces. It clarifies that temporary equilibrium is
different from long-term equilibriuni,j%bi does not require any of these three factors.
Neoclassical growth model us.es@ollowing production function: Y = AF (K, L) where Y=

Gross domestic product, %@’[a input, L= Amount of unskilled labour in the economy, while

A= Determinant leyakcgechnology.

As a result of the dynamic relationship between labour and technology, an economy’s production
functi«a&i/@n restated as Y= F (K, AL). This states that technology is labour augmenting and
that workers’ productivity depends on the level of technology. The neoclassical growth theory is
based on the following assumptions viz: people are rational in making choices between
identifiable and value- associated outcomes; individuals’ purpose is to maximize utility while

companies’ objective is to maximize profits; people act independently based on complete,
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relevant and readily available information without bias; savings determine investment in the
economy; steady state of the economy; existence of free markets where the state is refrained

from imposing too many rules and regulations.
2.2.9 Endogenous Growth Theory

Endogenous growth theory states that economic growth in any country is primari esult of
internal forces, rather than external ones. This implies that economic growth i (@) factors that
are internal to the economy and not because of external factors. «Reory maintains that
investment in human capital, population growth, innovation a@owledge are significant
contributors to economic growth. It also focuses on positiv lities and spillover effects of
a knowledge-based economy which will lead to economif development. The endogenous growth
theory primarily holds that the enhancement of aﬁ&s human capital will lead to economic
growth by means of development of new fon}}\@technology and effective means of production.
The theory also emphasizes on the roleéﬂgix‘p ulation growth, human capital and the investment
in knowledge play in generatin@ oeconomic growth, rather than exogenous factors where
technological and scient@\cess are independent of economic forces. Endogenous growth
theory stands in cop\&o classical growth theory and neoclassical growth theory, which focus
more on natu: lgwurce endowments, accumulation of capital, and gains from specialization
and tradeQ the adoption of new technologies exogenous to the economy. Accordingly,
populm growth and innovation have more impact on economic growth than physical capital.
It emphasizes on human capital development which is one of the key exogenous variables of this
study as a major determinant of economic growth. The theory also motivates businesses to invest
in research and development so that they can contribute to direct innovation. There are

increasing returns to scale by investing in human capital through education, health and training
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programs. Doing so can improve the quality of labour, which increases productivity and
consequently economic growth rates in Sub-Saharan African countries. Endogenous growth
theory is based on the following assumptions namely, government should provide incentives and
subsidies for businesses in the private sector; there are increasing return to scale by investing in
human capital through education or training programs; investment in technological adyancement
increases productivity; existence of increasing return to scale; enactment of Q% by the
government to assist entrepreneurs create new businesses and jobs; and investm¢tits should also
be made to improve infrastructure and manufacturing processes in or@hieve innovation in
J
O
2.2.10 Solow-Swan Growth Theory Q

QO

The model was developed independently in 1956 &)erseded the Keynesian Harrod-Domar

production.

model®. This exogenous growth model is an\Sngmic model of long run economic growth. It
attempts to explain long-run econom&h@ h by looking at capital accumulation, labour or
population growth, and increa§e®ductivity largely driven by technological progress. It is an
aggregate production m%‘®ten specified to be of Cobb-Douglas type, which enables the
model to make CQ@with microeconomics. Mathematically, the Solow-Swan model is a
nonlinear systécansisting of a single ordinary differential equation that models the evolution

of the pe@

model proved to be a convenient starting point for various extensions. It is set in continuous-time

a stock of capital. Due to its particularly attractive mathematical features, the

world with no government or international trade. A single good (output) is produced using two
factors of production, labour (L) and capital in an aggregate production function that satisfies the
Inada conditions, which imply that the elasticity of substitution must be asymptotically equal to

one. The model is based on the following assumptions: the population grows at a constant rate;
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all consumers in the economy save a constant proportion of their incomes and consume the rest;
all firms in the economy produce output using the same production technology that takes in
capital and labour as inputs; the production function exhibits constant return to scale; present

capital stock, future capital stock, rate of capital depreciation and level of capital investment are

The new growth theory is an economic concept, positing that humb&gsires and unlimited

linked through the capital accumulation equation.

2.2.11 New Growth Theory

wants foster ever-increasing productivity and economic growths argues that real gross
domestic product per person will perpetually increase bec eople’s pursuit of profits. A
central tenet of new growth theory is that competitiOin squeezes profit, forcing people to
constantly seek better ways to do things or %é(fbnew products in order to maximize
profitability. The theory emphasizes the im &Qe of entrepreneurship, knowledge, innovation
and technology, rejecting the popula&%&’ hat economic growth is determined by external,
uncontrollable forces. A signifjc&%)ect of the new growth theory is the idea that knowledge is
treated as an asset for gr@\ﬂt is not subject to finite restrictions or diminishing returns like
other assets such ag KP%A or real estate. Knowledge is an intangible quality, rather than physical,
and can be a soﬁ;j grown within an organization or industry. New growth theory differs from
traditiona@wth theory in that traditional growth theory did not explain what causes
improxéénts in technology, but new growth theory does. The theory argues that technology
must be considered a separate factor of production that is endogenous and sensitive to economic

incentives. A capitalistic market is a classic example of new growth theory.

2.3 Relevant Theoretical Foundations for the Study
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The most relevant theoretical foundations upon which this is based are endogenous growth
theory, Heckscher-Ohlin international trade theory and Gary Becker theory of human capital
development. The endogenous growth theory propounded by Romer, Mankiw and Weils in 1992
maintains that investment in human capital, population growth, innovation and knowledge are
significant contributors to economic growth. It emphasizes on human capital develop&en‘[ which

The theory also motivates businesses to invest in research and developm

is one of the key exogenous variables of this study as a major determinant of ec ic*growth.
@hat they can

contribute to direct innovation. There are increasing returns to sc@nvesting in human

capital through education, health and training programs. Doi@% improve the quality of

labour, which increases productivity and consequently e growth rates in Sub-Saharan
African countries. It is characterized by assumpti p&%lstant returns to scale in production
which is crucial in giving the possibility of s d growth. The theory also focuses on

positive externalities and spillover effects of & knowledge-based economy which will lead to

economic growth and development. C;\\'
>

Another relevant theoretical @aﬁon upon which this study is premised is the Heckscher-

Ohlin international trad&igry. The theory states that countries engaging in international trade

should specializq ir&é

productive es or factors endowment available in their respective countries. It is used to

roduction and exportation of products based on the availability of

evaluaTt\tgde and the equilibrium of trade between two countries that have varying specialties
and natural resources. The theory emphasizes the production and exportation of goods and
services that require factors of production a country has in abundance. It also underscores the
importation of goods and services that a nation cannot produce efficiently at home. This theory is

relevant to this study because it explains the scheme of international trade that is observed in the
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world economy. According to the theory, countries tend to export goods whose production
makes intensive use of relatively abundant factors of production. Countries rich in capital
resources such as factories and machines export capital-intensive products, while those rich in

labour export labour-intensive products. The main assumptions of this theory include factor

N\

The third theoretical premise upon which this study is based is the human ca velopment

intensity, factor mobility and constant returns to scale.

theory propounded by Gary Becker in 1960. Human capital develop@t(ﬁhéory states that
education and training are investments that could add to producti\@is implies that human
beings can increase their productive capacity through greater @tment in education and skills
training. According to the proponent of the theory, hu@ capital development allows an
economy to grow. When human capital develo%% increases in areas such as science,
education and management, it leads to in@n innovation, social well-being, equality,
increased productivity and improved rat& participation, all of which contribute to economic

growth in SSA countries. Q’\c?
23.1 Review ofEmpi\@}dies
For clarity, thi@ has been subdivided into four subsections, namely: (1) trade

liberalization @

growtl\(igl ade liberalization and economic growth (iv) trade liberalization, human capital

uman capital development (ii) human capital development and economic

development and economic growth

2.3.2 Trade Liberalization and Human Capital Development

The empirical literature on the effect of trade liberalization on human capital is very scanty. A
renowned author empirically investigated the impact of trade liberalization on human capital
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accumulation in India over the period 1981 to 2011. Census data covering four decades was used
to determine the association between the dependent and independent variables of the study. The
data for the study was sourced from United Nations Conference on Trade and Development
Analysis and Information System (TRAINS) at the 6-digit level of the Indian Trade
Classification Harmonized System for around 5000 product lines. Methodologically, multiple
estimation strategy was employed for the study. Human capital accumulation %xied by
completion of different stages of schooling and aggregate schooling while{trade€”liberalization
was represented by tariff. Empirical findings revealed that trade liber®n has no impact on
either aggregate year of schooling or completion of different stages“ef schooling. The study also

found that there was increase in workforce participation ar@ ool going children age group

in districts that experienced larger reduction in tariﬂg@bn?

The effect of trade liberalization on human@evelopment among seven developing and
seven developed countries over the peb\Qd%OOS to 2019 has been empirically examined. The
countries included in developin&énomies were Pakistan, India, Nepal, Bangladesh, Iran,
Indonesia and Bolivia whi ®ountries included in the set of developed economies were
Austria, Norway, U.n@(ingdom, France, Italy, Luxemburg and Belgium. Annual data sourced
from World evggu-nent Indicator (WDI) was used for the study. The human development
index (HDQ%& used as a measure of human development and trade openness (total trade as a
perceré!e of GDP) was used as a proxy for trade liberalization. The model for the study
specified total population (TPOP), gross domestic product (GDP) and Inflation (CPI) as the
explanatory variables while human development index (HDI) was the explained variable of

interest. Methodologically, fixed effects model (FEM) was employed in estimating the
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parameter estimates of the study. Empirical findings revealed that trade liberalization
encouraged human capital development in both developed and developing countries. The
study also found that economic growth exerted positive impact on human capital development.
However, inflation critically impacted human development in developed countries while

showing no effect on developing countries®.

The impact of trade liberalization on individual’s long-term human capital \accumulation in
India over the period 1990 to 2010 was empirically investigated. Bata, for this study was
gathered from Central Bank of India (CBISB) statistical bulletin\The dependent variable of
interest was human capital accumulation while the indegendent variables of interests were
tariff, individual controls, dummies for gender siblingspUtban residence, minority ethnic group,
school attendance, cognitive abilities, labour markét performance and non-cognitive outcomes.
Fixed effect technique was employed in_éstimating the parameters of the model. Empirical
findings revealed that trade liberalizatien reduced young people’s educational achievement and
long-term cognitive abilities. \The result also showed that trade liberalization impacted

negatively on non-cognitive_gutcomes®.

The effect of trade liberalization on human development was empirically investigated for forty-
three (43).émerging countries for the period 1995 to 2014. Panel dataset was utilized for the
study. Hufman capital index (HCI) was modeled as the dependent variable while gross domestic
product growth (GDPG), per capita gross domestic product (PCGDP), labour force participation
rate (LFPR), carbon dioxide emission (COE), average health expenditure (AHEXP), secondary

school enrolment (SSE), religion (RELG) and culture (CULT) were the independent variables.
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Panel Multiple Regression Model (PMRM) was used in estimating the parameter estimates of
the study. Empirical results showed that higher trade liberalization impacted positively on
human development status in the emerging economies in all aspects. Both human capital
accumulation and per capita GDP have positive impacts on human development whereas the

effect of GDP growth was negative®®.

The relationship between trade liberalization and human development has heeh empirically
investigated for Turkey and Azerbaijan. The explained variable of the jmodel was human capital
development (HCD) while life expectancy at birth (LEAB), mear™years of schooling (MYS),
expected schooling years (ESY) and per capita gross #fatiomal income (PCGNI) were the
explanatory variables of interest. Correlation analysis paethed was employed in determining the
parameters of the study. Empirical findings tévealed that trade liberalization impacted
positively on the human capital development*in Turkish economy while it exerted negative

relationship with human capital devetoppient in Azerbaijan economy??.

A notable scholar empiricalfy\&xamined the relationship between trade liberalization and
human development in\Sub-Saharan Africa’s least developed countries for the period 1990 to
2010. Panel data,_was used for the study. Human capital development index (HCDI) was
specified as the controlled variable while trade liberalization (TLIB), government effectiveness
(GOVE), ‘dgricultural factors (AGRF), geography (GEOG), conflict (CONF) and trade reform
(TRADR) were the control variables. Methodologically, a bivariate correlation analysis and a

multiple regression analysis were used in estimating the parameters of the model. The study
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found that trade liberalization exerted a statistically insignificant positive relationship with

human capital development in Sub-Saharan Africa’s least developed countries!?.

The impact of trade openness on human capital in 112 countries worldwide for the period
2000 to 2019 has been empirically investigated. Human capital (HC) was modeled as the
dependent variable of the study while foreign direct investment (FDI), exports (EXP¥), imports
(IMPT), international cooperation (INTC), economic growth (GDP), urbanizatign {URBNT) and
economic structural transformation (EST) were the principal indepengdentwariables of interest.
Methodologically, a Two-Stage Least Square Fixed Effect ModeN{FSLSFM) and Instrumental
Variable (IV) were employed in estimating the parametef egtimates of the study. Empirical
findings revealed that foreign direct investment (FBINHad no effect on human capital in
developed and upper-middle- income developing/calmtries, its effect is positive in lower-middle
income countries and negative in low-indome countries. Exports stimulated human capital
formation in developed countries hut#in® low-income developing countries, they acted as an
impediment to human capitala\fosmation. Imports had a positive effect on human capital in
developing countries but hegative in developed countries. International cooperation effectively
raised the level of higianicapital in developed, upper-middle-income and low-income countries;

however, it had o effect in lower-middle-income countries®?.

2.3.3 Human Capital Development and Economic Growth

Several studies that examined the growth effect of human capital development in developing and
advanced economies with diversity in methodologies and findings are reviewed as shown below.

The impact of human capital development on economic growth in Nigeria spanning from 1989 to
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2023 has been empirically examined. Secondary data obtained from Central Bank of Nigeria
(CBN) statistical bulletin and National Bureau of Statistics (NBS) were used for the study.
Autoregressive Distributed Lag (ARDL) model was employed in estimating the parameters of
the study. Empirical findings revealed that gross fixed capital formation (GFCF) has a positive
and statistically significant effect on the real gross domestic product in Nigeria. In addition,
tertiary school enrolment also exerted a statistically significant positive effe tQ&ebonomic
growth in Nigeria. The study recommended that government at all levels in Nigerja'should invest

more in human capital development process and prioritize ed@x sector budgeting

O

A study empirically examined the effect of human capital @lopmen‘t in Nigeria from 1981 to

considering its growth driving potentials in Nigeria'®.

2021. Annual time series data sourced from Centr@? of Nigeria (CBN) statistical bulletin
and World Development Indicator (WDI) da \@’Qere used for the study. The estimated model
had gross domestic product growth rate @ dependent variable while government expenditure
on education, government expen@{%on health, gross fixed capital formation and labour

participation rate as the in@ent variables of interest. Autoregressive Distributed Lag

(ARDL) model was @ed in estimating the parameters of the study. Empirical results
e

revealed that g€ve§ﬂ

statistically j ificant relationship with economic growth while gross fixed capital formation

t expenditure on education and labour participation rate have

exerteﬁs{gﬁtistically significant negative relationship with the dependent variable. The author
recommended that government should prioritize investment in education in order to bring long
run improvement in economic growth and development and there should increase investment in

health sector to enhance the productivity of the workforce'’
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The nexus between human resource development and sustainable economic activity in Ebonyi
state was empirically investigated by renowned authors. The study adopted descriptive survey
method. The sample size of 104 was used for the study. A judgmental sampling technique was
employed, and data were analyzed using percentage, frequency tables and spearman correlation
coefficient. Empirical findings revealed that bureaucratic corruption, inadequate funding, lack of
clear-cut policy as the major challenges of human resource development in Ebon Qte inistry
of economic development. The study further concluded that the policies O@Qate have not
significantly contributed in developing human resource in the ministr}@e tudy recommended
that government should develop and improve service delivery o hﬁand education in order to
produce skilled personnel that will fit the public servi@ able of achieving sustainable
economic viability in Ebonyi state. Government ld continue to provide enabling
environment through macroeconomic stabil%’c@ le of increasing investment in human
resource development by individuals, priv hnd public sectors. The development of human

resource should be a joint respo&ﬁgﬁty of the government at all levels, professional

organizations, communities, '&@%fals and the educational institutions through their various

managerial skills'®. QQ

The moderating@ human capital development in the resource-growth relationship in
selected Afti ountries has been empirically examined. Panels Corrected Standard Errors
(PCS]NV%employed as the main estimator. Empirical results confirmed the Dutch disease by
showing that natural resources had a negative impact on economic growth while had a
beneficial influence. It was also shown that the development of human capital could not mitigate
the detrimental impact of natural resources on economic growth. The study recommended that

African countries should make efforts to reduce their dependence on natural resources and focus
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on the development of other sectors of their economies as a way of solving the problem of

resource curse!’.

Dynamics of human capital development and economic growth in Nigeria has been empirically
investigated from 1981 to 2022. Secondary data gathered from Central Bank of Nigeria (CBN)
statistical bulletin and World Development Indicator (WDI) database were used for'\the study.
The estimated model of the study had gross domestic product as the depende@iable while
government expenditure on education, government expenditure on ,@&-/tertiary school
enrolment and gross fixed capital formation were the independent les. Empirical results
revealed that government expenditure on education and teﬂiar@ﬁnrolment were positively
related to economic growth while expenditure on healt@d gross fixed capital formation

exerted statistically significant negative relationship@conomic growth in the short run'®,

O

A group of scholars examined human ca @evelopment and economic growth nexus in
Nigeria using a secondary time seri@ obtained from Central Bank of Nigeria (CBN)
statistical bulletin and World D&Q}Xyment Indicator (WDI) database. The study applied an
econometric regression t@ of the Ordinary Least Squares (OLS) regression technique to
ascertain the effect croeconomic growth induced variables on human capital development
in Nigeria. E igcy findings revealed that there is a strong evidence of cointegration between
the depen@variable (HCD) and the independent variables. Also, the study indicated a long-
run cau&f relationship between dependent variable (HCD) and the independent variables. It
could be observed from the findings that the relationship between some of the variables like TGE,
TEE, THE and FDI and human capital development is positive while that of LEI is negative. In

addition, the results showed that TGE, TEE, THE, and FDI have statistical significance on

human capital development in Nigeria while LEI has statistically insignificant on human capital
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development. The study recommended that government should give educational grants, provide
vocational training, and provide basic health facilities that can enhance the competitiveness of
the economy. Also, government should make adequate budget for education in line with the

UNESCO recommendation'®.

The impact of human capital development on economic growth in Nigeria from 198 %018 has
been empirically examined. Annual time series data sourced from Central Baneria (CBN)
statistical bulletin and World Development Indicator (WDI) database vy% for the study.
Ordinary Least Squares (OLS) technique was employed in estim he parameters of the
model. Empirical findings showed that government expendin education statistically and
significantly influenced real GDP positively. However, g@wn‘[ expenditure on health had a
positive and insignificant impact on real GDP. % also found that gross fixed capital
formation and population growth positively@istically significantly influenced real GDP
and foreign direct investment had a n%h&e and insignificant impact on real GDP. Also, a
significant unidirectional causali%&/c?s found running from government expenditure on

education and health to rea . The study recommended that government should sustain

expenditure on educatio Qincrease healthcare expenditure.?

Some notabl sm' empirically investigated the relationship between industrial sector
performa&ébuman capital development and economic growth in Nigeria from 1981 to 2020.
Secondary” data obtained from World Development Indicator (WDI) and Penn World were
utilized for the study. The Augmented Dickey Fuller (ADF) test was applied to obtain the
stationarity conditions of the variables before performing the Autoregressive Distributed Lag
(ARDL) model to determine the short and long-run relationships among the variables. Empirical

results showed no evidence of long-run relationship among the variables. The authors
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recommended that government should formulate policies that would boost industrial productivity

and promote human capital development in the country?!.

The relationship between human capital development and economic growth in Nigeria from
1981 to 2018 has been empirically assessed. Secondary data obtained from Central Bank of
Nigeria (CBN) statistical bulletin and World Development Indicator (WDI) were % for the
study. The data analysis technique employed was Autoregressive Distributed L@QDL) bound
testing approach. Empirical findings revealed that the human capital déve ent factors of
education and health had favorable and statistical significance imp%@conomic growth. The
study recommended that robust action plan focusing on t@juvenation of the country’s
educational and health sectors must be entrenched. In additiohythere should be upward review of

yearly budgetary provisions to these two sectors@ovemment at all levels and holistic

restructuring and overhauling of the concemq@es affiliating the sectors?.

Some scholars empirically investigateij@tionship between human capital development and
economic growth in selected tyve&%%) African countries over the period 1987 to 2023. Annual
time series and cross sectio \a sourced from World Development Indicator (WDI) and Penn
World Table (PWT) used for the study. Panel data were analyzed using unit root test and
Autoregressiv: Igﬂbuted Lag (ARDL) model. Analysis was carried out on the countries as
well as c@es grouped into Blocs of North Africa, West Africa, East Africa, Central Africa
and Southern Africa respectively. Empirical findings showed that school enrolment and
government expenditure on education exerted statistically insignificant positive impact on real
gross domestic product growth rate. Moreover, government expenditure on education had a
statistically significant negative impact on real gross domestic product fir combined sample of

African countries. Also, on the long run, human capital variables including school enrolment,
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government expenditure on education and government expenditure on health had statistically
insignificant impact on real gross domestic product growth rate across all blocs though with

varying magnitude and signs?>.

A study empirically examined the nexus between human capital development and economic
development in Nigeria. Annual time series data extracted from the Central Bank 'of Nigeria
(CBN) .development was proxied by public education capital expenditu@%lic health
recurrent expenditure and tertiary education enrolment, while econothic elopment was
measured with real gross domestic product, human development '@and national poverty
index. Unit root test was conducted using Augmented Dic@ﬁr (ADF) method which
revealed that the variables were integrated at level and first\difference necessitating the use of
autoregressive distributed lag model to explore tt@g run relationship existing among the
variables in each model. Empirical results ra@\at while some of the outcomes conformed
to apriori expectations, others did no cer& to apriori expectations. Based on the findings from
the analysis, the study recommend@é?ong others, the government of Nigeria should intensify
her investments in the areas @aﬁon and health so as to improve on the quality of education
and health care facil%sgd as such, the quality of the human resources that could be

[ ]
instrumental to @f}

achievemen@esired economic growth and development. In addition, proper accounting and

vement on the real gross domestic product of Nigeria and the

blocki?@&l’eakages will go a long way in improving the economy?.

The nexus between human capital development, information technology and economic growth in
Nigeria has been examined empirically spanning from 1991 to 2021. Annual time series data
obtained from Central Bank of Nigeria (CBN) statistical bulletin and National Bureau of

Statistics (NBS) were used for the study. Augmented Dickey Fuller (ADF) unit root test and
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Autoregressive Distributed Lag (ARDL) model were employed in estimating the parameters of
the study. Real gross domestic product was the dependent variable while gross capital formation,
information technology, secondary school enrolment, labour force and tertiary school enrolment
were the independent variables of interest. Empirical findings showed that gross capital
formation has a statistically significant positive effect on the real gross domestic product in
Nigeria. Information technology has a positive but statistically significant effect (Qe réal gross
domestic product. In addition, labour force, secondary school enrolment %Jgrtiary school
enrolment impacted real gross domestic product positively and XCantly. The study
recommended that government at various levels should implem@t@ﬁc policies that facilitate

investment in ICT in the country, empowering youth ferent aspect of information

technology to become self-reliant and achieve higheg@dc growth?,

A study empirically examined the impact 0@% capital on economic growth in forty-eight
(48) African countries from 2000 t(b\&Q Secondary data sourced from World Bank
Development Indicators and Pen@ﬁcald Table (PWT) were employed for the study. The
estimated model had econ@%growth as the dependent variable while human capital
development index, the ratéef inflation, trade openness, gross savings and internet penetration as
the independent a‘r&xés of interest. Two-step system generalized method of moments was the
estimating @que employed in finding the parameters of the model. Empirical findings
reveal&& both the male and the female genders for human capital development are important
for economic growth of African countries. Similarly, internet penetration and foreign direct
investments interacted with human capital to produce positive net effects on economic growth.

The study recommended that policymakers should allocate more resources to the education and
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health sectors to enhance human capital development as a prerequisite to ensure a stable

economic growth?S,

The impact of human capital expenditure on economic growth in Nigeria has been empirically
examined. Secondary data collected from the Central Bank of Nigeria (CBN) statistical bulletin,
National Bureau of Statistics (NBS) and World Bank Annual Report (WBAR) were.used for the
study. Gross domestic product was the explained variable in the estima del while
government expenditure on education, government expenditure on healtl@gﬂ( of labour force
and life expectancy at birth were the explanatory variables of inte dinary Least Squares
(OLS) estimating technique was used in determining the pters of the study. Empirical
findings revealed that government expenditure on educatio@vernment expenditure on health,
growth of labour force and life expectancy at birth a@enced economic growth positively and
significantly. The study recommended that ent at all levels should increase budgetary
allocations to education and health secto\ rder to aid economic transformation?’.

The nexus between human ga%@gc?enditure and economic growth in Namibia has been
empirically examined ov@kriod 1980 to 2015. Annual time series data were used for the
study. Johansen coi ation test and Vector-auto regression techniques were employed in
finding the paﬁn@ of the study. Empirical results indicated a statistically significant long run

inverse re@s

and ur&ﬁve mortality rate. However, no cointegration was observed between government

ip of government spending on healthcare with fertility rate, infant mortality rate

spending on healthcare and life expectancy or adult mortality rate. Also, the findings revealed a
significant long-run positive relationship of government spending on education with literacy rate,
net primary and gross tertiary enrolment rate. The vector auto-regression analysis revealed

significant impacts of expenditure on healthcare and education on the GDP growth in the long-
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run through improved human resources. The study recommended continuous expansionary

government expenditure policy to achieve faster economic growth in Namibia?®,

The relationship between human capital investment and economic growth in Nigeria over the
period 1985 to 2021 has been empirically examined. Secondary data sourced from online World
Bank Development Indicators (WBDI) were used for the study. The estimated mode\ specified
real gross domestic product (RGDP) as the explained variable while govemme@?enditure on
education (GEE), government expenditure on health (GEH), primary, chgsl/enrolment rate
(PSER), secondary school enrolment rate (SSER), tertiary school e @nt rate (TSER), child
mortality rate (CMR), life expectancy rate (LER) and inﬂatioR) were the explanatory
variables of interest. The data analytical techniques we@escriptive statistics, Augmented
Dickey Fuller (ADF) unit root test and Autor%’é}ve Distributed Lag (ARDL) model.
Empirical results showed that education ex@e and health expenditure have statistically
insignificant positive impacts on eaoh\q* growth in Nigeria. Similarly, tertiary school
enrolment rate also had statisticallyégigﬂﬁcant positive impact on economic growth. The study
concluded that human ca it@stment has positive and insignificant impact on economic
growth in Nigeria. Th Qor recommended that government at all levels should start and
sustain allocatin(%q\p ent, computers and other modern learning resources. In addition,

government d also attract international donor agencies like World Bank (WB), United

Natior@) and UNESCO to help and put funds into the educational sector®.

The impact of human capital development on economic growth in Nigeria from 1981 to 2021
using the Autoregressive Distributed Lag (ARDL) method has been empirically examined.
Annual time series data obtained from the Central Bank of Nigeria (CBN) statistical bulletin and

United Nations Educational, Scientific and Cultural Organization (UNESCO) institute for

76



statistics were utilized for the study. The dependent variable of the specified model was real
gross domestic product growth rate (RGDPG) while the independent variables were government
expenditure on education (GEE), government expenditure on health (GEH), gross fixed capital
formation (GFCF), primary school enrolment (PSE), secondary school enrolment (SSE) and
tertiary school enrolment (TSE). Empirical results indicated the existence of long-run
relationship amongst the variables. In addition, health care spending, secondary s Qﬁrolment
and even tertiary school enrolment all contributed to economic growth in, th¢*Short-run, but

human capital development has little effect on growth in the long-run |®g ia’0.

The nexus between human capital and economic growth in @rican countries from 2000 to
2019 has been empirically investigated. Secondary data @ed from the Penn World Table
(PWT) and World Bank Development Indicators (V\@were used for the study. The estimated
model for the study specified GDP per cap@ e explained variable while trade openness
(TOP), gross domestic savings (GDS),.fQ\Q&; direct investments (FDI), internet penetration (IP)
and inflation rate (INFR) were the é\clglatory variables of interest. Methodologically, Ordinary
Least Square (OLS) model, @I/Maay Technique (DKT) and a robust Generalized Method
of Moment (GMM) s g were employed for estimating the parameters of the study.
Empirical ﬁndin@l d that economic growth in Africa was positively influenced by human
capital devg@en‘a The results further showed that both male and female genders for human
capitaN&opment are important for the economic growth of African countries. Similarly,
internet penetration and foreign direct investments interacted with human capital to produce
positive net effects on economic growth. The study recommended that policymakers should
allocate substantial resources to the education and health sectors to enhance human capital

development as a prerequisite for stable economic growth?!.
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The growth impact of human capital in Ethiopia’s economy spanning from 1980 to 2020 has
been empirically analyzed. Annual time series data obtained from the National Bank of Ethiopia
(NBE), World Economic Outlook (WEO) of International Monetary Fund (IMF) and World
Bank Development Indicators (WBDI) were utilized for the study. The endogenous variable of
the estimated model was real gross domestic product (RGDP) whereas labour force (LF), gross
fixed capital formation (GFCF), education expenditure (EDE), health expendit %Z), total
government expenditure (TGE), secondary school enrolment (SSE), o@ development
assistance (ODA) and consumer price index (CPI) were the exogen@v iables. Augmented
Dickey Fuller (ADF) and Phillip-Perron (PP) unit root tests wer: u@ check the stationarity of
the variables. The Autoregressive Distributed Lag (A Qound test was employed in
evaluating the presence of cointegration betwee capital and exogenous variables.
Empirical results revealed the existence of a 16$§n relationship between the endogenous
variable and exogenous variables entered i&m\ge model. The estimated error correction model
with a -0.9528 coefficient also conf@ the existence of cointegration with a high speed of
adjustment towards the long -r@%ﬂibrium. In the long-run, real GDP, education expenditure,
health expenditure, labo@& gross capital formation, total government expenditure, official
development assi&,' condary school enrolment, consumer price index, drought and policy
change have a&b long- run connection. The study recommended an increasing ratio of health

expen@ d secondary school enrolment should be designed, among others, to contain

improved human capital in Ethiopia®.

The relationship between human capital and economic growth of South Asian Association for
Regional Cooperation (SAARC) for the period 2010 to 2019 has been empirically examined.

Secondary data gathered from World Bank Development Indicators (WBDI), UNESCO global
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education monitoring reports and Pakistan Economic Survey (PES) were used for the study. The
estimated model for the study specified gross domestic product (GDP) as the dependent variable
while government total expenditure on education (GTEE), primary school enrolment (PSE) and
labour force (LF) were the independent variables. Population size (POPS) and inflation (INFR)
were the control variables. In terms of methodology, fixed effect model (FEM), rz&m effect
model (REM) and pooled regression analysis (PRA) were employed in esti ng*the the
unknown parameters of the model. Empirical findings revealed that labout” force has a
statistically significant positive impact on economic growth of S@& countries whereas

government spending on education and primary school enrolr@t no discernible effects on

economic growth??, Q

The long-term and short-term asymmetric effects of@%?capital on economic growth in China
over the period 1978 to 2021 has been empi@%vestigated. Annual time series data sourced
from China Statistical Bulletin (CSB) w@ed for the study. The gross domestic product (GDP)
was the outcome variable whi@gca\rate health expenditure (PHE), government health
expenditure (GHE) and so@wice expenditure were the stimulus variables. Nonlinear
Autoregressive Distrib&gg (NARDL) model was employed in examining the long and short-
term effects of @e and negative human health capital shocks on economic growth.
Empirical ﬁ@e indicated that all three types of health expenditure which measure the level of
huan ﬂs{&capital have an asymmetrical effect on GDP per capita. Furthermore, the results
demonstrated that the reaction of economic growth to the positive and negative shocks of the

three types of health expenditure differs significantly. Both positive and negative changes in

health expenditure significantly affected economic growth. In the short-term, the increase in
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private health spending, social services spending and government health spending stimulated an

increase in per capita GDP and their decline hindered economic growth3*,

The relationship between human capital formation and economic growth for Indian states
spanning he period 1998-99 to 2018-19 has been empirically analyzed. Annual time series data
extracted from publications of the Reserve Bank of India (RBI) were utilized for thy. The
model developed for the study specified net state value added proxy for econo@wth as the
dependent variable while government expenditure on health (GEH) and %&Jent expenditure
on education (GEE) were the independent variables of interest. Th ated model employed
the Engel-Granger (1987) two-step-residual-based-cointegra@test, Fisher test and Vector
Error Correction model (VECM) for determining the para@rs of the model. Also, Wald test
was used to examine short run dynamics and causa@(éplays between the variables. Empirical
findings revealed that human capital and staK es have a long-term relationship. The Wald
test showed that there exists a short-run{(&%e between human capital and income of the states’
economies, with the causality runr%\f m human capital investment to output of the economy,
The study recommended th@ovemment of the states and union territories should make

additional investments 'gtors such as education and health in order to secure long-term

economic prospe@tyg\&'

The effec man capital investment on economic growth in Nigeria over the period 2004 to
2021 1%56611 empirically examined. Secondary data sourced from the Federal Budget Office
(FBO), Central Bank of Nigeria (CBN), Ministry of Finance (MOF) and United Nations Annual
Publication (UNAP) of various years was utilized for the study. The estimated model for the
study had Real Gross Domestic Product (RGDP) as the endogenous variable while Capital

Expenditure on Education (CEE), Recurrent Expenditure on Education (REE), Capital
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Expenditure on Health (CEH), Recurrent Expenditure on Health (REH) and Universal Basic
Education (UBE) as the exogenous variables of interest. Descriptive statistics, Ordinary Least
Square (OLS) as well as cointegration regression analysis were employed in estimating the
parameters of the model. Empirical findings revealed that only capital expenditure on education
has a positive and significant association with real gross domestic product. Capital expenditure
on health and universal basic education have a positive but insignificant asso 'Q’%ith real
gross domestic product. Recurrent expenditure on education and health thavg“negative and
insignificant associations with real gross domestic product. The @y recommended that

government at all levels and policymakers should display conce e@sincere effort in building
;1ng36.

and developing human capacity through adequate educatio

The relationship between human capital developme%%cators and economic growth in Nigeria
over the period 1991 to 2020 has been emp@nvestigated. Secondary data collected from
the Central Bank of Nigeria (CBN) M@tatistical Bulletin and World Bank data base was
utilized for the study. Gross dome%@c?)duct growth rate (GDPGR) was the explained variable
of the estimated model w@tal government expenditure on education (TGED), total
government expenditur Qhealth (TGEH), life expectancy (LE) and gross fixed capital
formation (GFC@

unit root @vas employed to investigate the order of integration of the wvariables.

the explanatory variables of interest. Augmented Dickey Fuller (ADF)

Methoﬁ&cally, Autoregressive Distributed Lag (ARDL) framework was used in estimating
the parameters of the model. Empirical findings revealed the existence of cointegration between
economic growth and human capital development indicators. The study also found that
government expenditure on education having positive insignificant long run relationship with

economic growth. Equally, gross capital formation was found having positive insignificant
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relationship with GDP at the long run. However, life expectancy exerted a negative and
insignificant long run relation with the GDP. The study recommended that budgetary allocation
to the education and health sector should be improved by both the federal and state government.
In addition, government at all levels should be encouraged in utilizing development templates
like Public-Private-Partnership (PPP) in fast-tracking development in strategic sector&e that of

the education and health?’.

S

Three renowned economists investigated the effect of human capital &&Gmic growth of
South Africa over the period 1993 to 2016. The exogenous variables @ specified model were
skilled employment (SE), semi-skilled employment (SSE), lo@ﬁ employment (LSE) and
gross fixed capital formation (GFCF) while total output (TO)QS the endogenous variable. Panel
causality test and the generalized method of mome@’éﬂmaﬁng technique were employed for
the study. Empirical results revealed bidire@’bcausality between human capital and total
output, as well as between total empley’c\K' and total output. The resultant aggregate findings
suggested that human capital had a@&gi?ve effect on both economic output and growth in South
Africa. The disaggregated pr: . *human capital revealed that high level of skilled employment
is associated with higher 1 of total output and economic growth. The study recommended
that investments @ﬁ%ad skill programs to fully equip labour would boost the total output and

output grow, @ss municipalities in South Africa®.

The n&b{between human capital and economic growth in Nigeria over the period 1981 to 2017
has been empirically examined. Secondary data collected from the Central Bank of Nigeria
(CBN) statistical bulletin and World Development Indicators (WDI) of World Bank was utilized
for the study. The specified model contained gross capital formation (GCF), labour participation

rate (LPR), student enrolment (SER), total labour force (TLF) and government expenditure
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(GEXP) as explanatory variables while real gross domestic product (RGDP) was the explained
variable. Augmented Dickey Fuller (ADF) unit root test, Johansen cointegration test and Vector
Autoregressive (VAR) technique were employed in determining the parameters of the model.
Empirical results showed that human capital had a statistically significant positive impact on
economic growth in Nigeria both in the short run and long run during the reviewed perjods. Also,
the Johansen cointegration result confirmed the existence of cointegration amo &riables.
The author recommended that government should establish special agencies\witlithe obligation
of improving the skills and capabilities of labour across all educatior@&ls of the federation
for sustained long run economic growth. In addition, efforts sh@ geared towards improving

education and health sectors in terms of increased go@ ntal budgetary allocation for

continuous growth sustainability®. ; be

The impact of human capital development o@nic growth in Ethiopia over the period 1974

to 2018 has been empirically analyzed.A\& 1 time series data was employed for the study. The
estimated model specified gross %{Q%apital formation (GFCF), government expenditure on
education (GEED), govemm@pendimre on health (GEH), official development assistance
(ODA), life expectanc agrth (LEB), primary school enrolment (PSCE), secondary school
enrolment (SES@

domestic pr@(RGDP) was the endogenous variable. Augmented Dickey Fuller (ADF) unit

my of policy change (DOPC) as exogenous variables while real gross

root te\&wnsen cointegration test and Vector Error Correction Model (VECM) were the
estimating techniques applied to analyze short run and long run impact of human capital on
economic growth. Empirical findings revealed that human capital proxied by primary and
secondary school enrolments and active labour force have a statistically significant positive short

run and long run effect on economic growth in Ethiopia. The results further indicated that
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education expenditure and life expectancy at birth have a positive and statistically significant
long run effect on economic growth. However, the expenditure on health, secondary school
enrolment and official development assistance were statistically significant and have an
unexpected negative impact on long run economic growth. The author recommended that
government should prioritize public expenditure on education by devoting more resources to it,
and that greater attention should be given to human capital stocks developn@Qy oth the

C

The relationship between human capital development and econorhi wth in Nigeria from

public and private sectors*.

2000 to 2019 using secondary time series data obtained fror@ntral Bank of Nigeria (CBN)
statistical bulletin of various publications and World Dev@nent Indicators (WDI) data base
has been empirically examined. The model for the@’b’ specified real gross domestic product
(RGDP) as the dependent variable whil@ment expenditure on education (GEE),
government expenditure on health (GEH\@{ant mortality rate (IMR) and life expectancy (LE)
were the independent variables. é{ctgegressive Distributed Lag (ARDL) framework was
employed in estimating the @ers of the model. Empirical results showed that government
expenditure on educati Qﬁed a statistically significant positive impact on economic growth
in Nigeria in theé%ﬂ%

long run. @e other hand, government expenditure on health exhibited a statistically

but had a negative and significant impact on economic growth in the

signiﬁ&&ositive impact on economic growth in Nigeria both in the short run and long run.
Infant mortality rate and life expectancy have a positive and significant impact on the economic
growth of Nigeria in the short run while in the long run, they have a negative and significant

impact on the economic growth in Nigeria. The study recommended that government should
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comply with the 26% benchmark of the United Nations Educational, Scientific, and Cultural

Organization (UNESCO) on education*!.

The impact of human capital and financial development on economic growth of eighty-three (83)
emerging economies for the period 2002 to 2017 has been empirically investigated. Dynamic
panel data sourced from World Development Indicators (WDI) was utilized for th%dy. The
independent variables of the estimated model were labour force (LB), gont general
expenditure (GGE), trade openness (TOP), gross fixed capital format;'g F), secondary
school enrolment (SSE), primary pupils’ enrolment (PPE), dom% dit to private sector
(DCTPS), domestic credit by financial sector (DCFS) and inﬂ@ rate (INFR) while real gross
domestic product per capita was the (RGDPPC) depen@ variable. The two-step system
generalized method of moments was the methodolo%%p oyed for model estimation. Empirical
results revealed that human capital and ﬁ@evelopment have a statistically significant
positive impact on economic growth the selected emerging economies. The authors
recommended that government sh%fi?\crease access to education by increasing the number of

schools across different r%@ ensure the supply of highly qualified teachers*.

The nexus betweqn,&an capital and economic growth in the presence of corruption for a
disaggregated agpy of developed and developing economies, and East, West and South Asia
has been@lrically examined. Dynamic panel data sourced from World Development
IndicaMWDI) and Penn World Table (PWT) was utilized for the study. The estimated model
had real gross domestic product growth rate (RGDPGR as explained variable while human
capital (HCAP), incidence of corruption (CORRP), gross fixed capital formation (GFCF),
population growth (POP) and democracy (DEMOC) were the explanatory variables. Generalized

Method of Moments (GMM) was the methodology applied in estimating the parameters of the
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model. Empirical findings revealed that human capital positively impacted on economic growth
of the sampled economies. The results further showed that corruption had positive impact on
economic growth for some economies while it exerted negative impact for some others. The

population growth rate negatively impacted on economic growth of all economies, but

S\

The relationship between human capital and economic growth in Nigeria for t@ iod 1986 to

democracy had mixed effects for the groups of the economies®.

2015 has been empirically examined. Secondary data sourced frm& Development
Indicator (WDI) was utilized for the study. The study modeled @xed capital formation
(GFCF), labour force (LF), trade openness (TOP), interest rat@%and manufacturing value
added (MVA) as control variables while real gross domesticgduct (RGDP) was the controlled
variable. Error Correction Model (ECM) was er@ for the analysis. Empirical results
indicated that human capital exhibited a sé\@ly insignificant positive relationship with
economic growth in Nigeria. Trade opa\\' and physical capital have a negative impact on
economic growth. However, man@gaing and interest rate exerted a statistically significant
positive impact on economic @h during the reviewed period. The authors recommended the
need for total restrucu%g the educational system and provision of complementary resources

to enable the wo@'ﬁ

contribute significantly to economic growth*.

The imp uman capital on economic growth for a selected sample of nine (9) Sub-Saharan
Africah?SA) countries between 1980 and 2016 has been empirically investigated. Annual panel
data sourced from World Development Indicators (WDI) and Penn World Table (PWT) was
utilized for the study. The estimated model contained human capital accumulation (HCA),
physical capital accumulation (PCA), government spending (GEXP), foreign direct investment

(FDI) and urbanization (UB) as exogenous variables while real gross domestic product (RGDP)
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as the endogenous variable. The Dynamic Ordinary Least Squares (DOLS) and Fully Modified
Ordinary Least Squares (FMOLS) panel econometric techniques were employed in finding the
parameters of the model. Empirical results showed an insignificant effect of human capital on
economic growth of the selected sample. Government spending and foreign direct investment
have statistically significant negative impact on economic growth of the selected countries
whereas urbanization had a positive and significant effect on economic gro %e study
recommended the prioritization of the development of stringent public @l) expenditure
projects aimed at improving the future productivity capacity of h@ apital within SSA
countries. In addition, governments in SSA countries need B 1ncreas1ng emphasis on

developing urbanized population which can support human' development objectives*

Some scholars examined the impact of human c@%development on economic growth in
Nigeria spanning from 1980 to 2015. Annw@fb series data sourced from Central Bank of
Nigeria (CBN) statistical bulletin of Van@ghtlons National Bureau of Statistics (NBS) annual
bulletin of various editions and W@ velopment Indicators (WDI) data base was utilized for
the study. The explanato les of interest were education expenditure (EEXP), health
expenditure (HEXP) pri s school students’ enrolment (PSSE), secondary school students’
enrolment (SSSE(EQ institutions students’ enrolment (TISE) and labour force (LB) while
real gross d@c product growth rate (RGDP) was the explained variable. Augmented Dickey
Fuller‘@&ﬁ unit root test, Johansen multivariate cointegration test and Ordinary Least Squares
(OLS) multiple regression technique were employed in estimating the parameters of the model.
Empirical results showed a positive and significant relationship between labour, government

expenditure on education, government expenditure on health and economic growth in Nigeria,

while enrolment into various levels of educational institutions was negatively related to
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economic growth in Nigeria. The authors recommended improved funding of the education
sector at all levels alongside increment in remuneration packages of teachers and raising of

qualifications required for employment in the sector®S.

The transmission mechanism through which investment in human capital translates to inclusive
and green growth development strategy in Nigeria over the period 1999 to ZOJQaS been
empirically analyzed. Secondary data obtained from Nigeria Budget Office (N@ntral Bank
of Nigeria (CBN) Statistical Bulletin and World Bank (WB) was u& the study. The
explanatory variables of interest to the study were budgetary all to education out of
government’s total expenditure (EBPGTE), budgetary allocao education as percentage of
gross national product (EBPGNP), adult literacy rate (ALR@! government allocation to health
as percentage of total government expenditure (H% ). Inclusive green growth (IGG) was
specified as the explained variable. Methodo , descriptive analytical tools were employed
in analyzing the trend of the data. Empib@{mdings revealed that investment in human capital
enhances the productive and crea%\cc?\pabilities of human beings which can be harnessed to
achieve higher and more sus@e levels of human welfare and wellbeing. Public investment
in human capital via e &on emphasizes the acquisition of skills, technology and capacity
building progranév‘}}h re crucial for productive workforce and competitive economies within
the inclusiy, %&n growth agenda. The study recommended an urgent improvement in the
government’budgetary and GDP allocation to education and health. In addition, there should be
substantial investment in Technical, Vocational Education and Training (TVET) and Science,
Technology, Engineering and Mathematics (STEM) such that adequate technical support and

skill upgrading will be given to green initiatives in the inclusive green framework®’.
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The cointegration and causality between investment in education and sustainable economic
growth in Guangdong province in China by using the panel data of twenty-one (21) cities from
2000 to 2016 has been explored. Dynamic panel data sourced from Guangdong Province
Yearbooks (GPY) and Local Government Websites (LGW) was utilized for the study. The
estimated model specified physical capital (K), labour force (LF) and human capital (H) as the
independent variables while real gross domestic product (RGDP) was the depen @able. A
panel data model with an individual fixed effect based on the Cobb-Douglas prodtiCtion function
was constructed to estimate the contribution of the investment in edu@&nto economic growth
by introducing lags. The results revealed that local investment i e@mn played a positive and
statistically significant role in promoting sustainable ec ggrowth in the studied cities.
However, the contribution of the local financial ilgv@tt in education to economic growth
O
\O

The effect of physical and human capi the economic growth of South Sumatera over the

varied in different areas*®.

period 2010 to 2015 has been er@%?ly analyzed. Annual panel data gathered from World
Development Indicators (W@d Penn World Table (PWT) was used for the study. The
estimated model speci%&ovemment capital expenditure (GCE), education (EDU), health

(HEA) and labo@

was the exg]&éd variable. The study employed linear regression analysis method with fixed

as the explanatory variables while real gross domestic product (RGDP)

effectwgf. Empirical results indicated that education, health, labour and agriculture capital

expenditure have significant positive effect on economic growth of South Sumatera®.

The relationship between human capital development and economic growth in Nigeria covering
the period of 1981 to 2015 has been empirically examined. Secondary data obtained from

Central Bank of Nigeria (CBN) statistical bulletin and World Bank Statistics (WBS) was used
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for the study. The model for the study specified government expenditure on education (GEED),
government expenditure on health (GEH), gross fixed capital formation (GFCF) and labour force
(LBF) as exogenous variables of interest while gross domestic product per capita (GDPPC) was
the endogenous variable. Augmented Dickey Fuller (ADF) unit root test, Granger causality test,
Johansen cointegration test and Error Correction Model (ECM) were the estimating techniques
employed to analyze the data. Empirical results revealed that human capi Q&bited a
statistically significant positive impact on economic growth in Nigeria withifi*the reviewed
period. The study also found a bidirectional relationship betwe@c omic growth and
government expenditure on health and between economic growth government expenditure
on education at 5% level of significance. The autho Qmmended that the Nigerian
government should sustain increased investment ineb%%n and health and encourage private
(&
O

The relative impact of human capital.fb@&ion on economic growth in Nigeria from 1981 to

investment in the sectors t00>°.

2014 has been empirically explor@nual time series data collected from Central Bank of
Nigeria (CBN) statistical bu@md World Development Indicator (WDI) was used for the
study. The study model (&1 government expenditures on education (TGEE), total government
expenditures on Q.elg’( GEH), gross fixed capital formation (GFCF) and life expectancy
(LVEXP) a @\ulus variables while real gross domestic product (RGDP) was the outcome
VariabTb\/%éthodologically, the Autoregressive Distributed Lag (ARDL) bound estimating
technique was employed to examine the existence of long run and short run dynamic relationship
between human capital formation and economic growth in Nigeria. The results showed that
human capital had a statistically significant positive relationship with economic growth in

Nigeria. The study recommended that policymakers should inter-alia increase not just the total
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amount of expenditure made on the education sector, but also the percentage of total expenditure

accorded to the sector’!.

The effect of human capital development on industrial output growth in Nigeria covering the
period 1976 to 2016 has been empirically investigated. Annual time series data obtained from
Central Bank of Nigeria (CBN) statistical bulletin, Central Bank of Nigeria (CBN) Statement of
Accounts and Annual Reports, African Development Bank (ADB), Internation etary Fund
(IMF) Reports and World Development Indicator (WDI) was used for t‘r&tu ¢ The model for
the study was specified using oil prices (OP), gross capital formatio ), capacity utilization
(CU), recurrent expenditures on education (REEDU), recurren@enditure on health (REHLT),
inflation rate (INFR) and exchange rate as explanatory Vari@s while industrial output growth
was the explained variable. Augmented Dicke@ler (ADF) unit root test, Johansen
cointegration test and Error Correction Mod. ) were the estimating techniques employed
for the study. The results showed that@rent expenditure on education and health have a
negative impact on industrial ou% owth. The study recommended, among others, strict
adherence by government evels to the 26 percent minimum budgetary allocation by

UNESCO for educatlo@ will spur improvement in human capital development®2.

The impact an capital and foreign aid on economic growth in Nigeria has been
empirical&ﬁbﬂestigated. Secondary data sourced from Central Bank of Nigeria (CBN) statistical
bulletin add World Development Indicator (WDI) was used for the study. The specification of
the model featured secondary school enrolment (SSE), total government education expenditure
(GEE), total government health expenditure (GHEXP), real domestic investment (RDINV),
foreign direct investment (FDI), trade openness (TOP) and foreign aid (FAD) as exogenous

variables while real gross domestic product per capita (RGDPPC) was the endogenous variable.
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Engel-Granger causality test and Vector Error Correction Model (VECM) were the estimating
techniques employed for the study. Empirical results showed that human capital exhibited a
statistically significant positive impact on economic growth in Nigeria via education and health

expenditure. The study recommended the need to formulate appropriate education and health

S\

Some erudite scholars empirically examined the impact of human capital@ pment on

policies in order to promote investment in the sectors™.

economic growth of 132 countries over the period 1996 to 2011. Dyn% el data sourced
from Penn World Tables (PWT), World Development Indicators ( d Economic Freedom
Dataset (EFD) of the Fraser Institute was employed for the st The study modeled real gross
domestic product (RGDP) as the dependent variable w@s stock of physical capita (k),
employed labour force (LF), human capital (H), %%'nic opportunities (EO) and quality of
legal institutions and property rights (LP) w@\dependent variables. Fixed Effects Models
(FEM) was the estimating technique usei\K' nalyze the panel data. Empirical findings revealed
that human capital exerted a statis@&ﬁ?signiﬁcant positive relationship with economic growth
of the studied countries only @presence of better economic findings opportunities and high-
quality legal institutio S.Qle study recommended the establishment of high-quality legal
institutions and @

countries fo@an capital to impact positively on economic growth>*,

f better economic opportunities for the citizens in their respective

The r%%ship between human capital and economic growth of India over the period 1995 to
2014 has been empirically investigated. Secondary data obtained from World Bank (WB)
national accounts data and Organization of Economic Cooperation and Development (OECD)
national accounts data files was used for the study. The estimated model included health

expenditure per capita (HEPC), gross fixed capital formation (GFCF) and secondary school
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enrolment (SSE) as exogenous variables while gross domestic product (GDP) featured as
endogenous variable. Methodologically, multiple linear regression models and neo-classical
Solow production function were employed in estimating the parameters of the model. Empirical
results showed that human capital and other variables used in the study exerted statistically
significant positive relationships with economic growth of India. The study recommended that
policy makers in India should consider allocating substantial financial re é’owards

improving human capital, which can be achieved by increased health care expendifure and more

funding towards education®. O

The effect of human capital development on the growth of tl@gerian economy covering the
period 1970 to 2013 has been empirically assessd. Annue@e series data collected from the
Central Bank of Nigeria (CBN) statistical bulletin 0%%5 publications and National Bureau of
Statistics (NBS) was utilized for the study. @%el for the study specified total government
expenditure on education (TGEE) and @govemment expenditure on health (TGEH) as the
independent variables while groQ{Qcanestic product (GDP) was the dependent variable.
Augmented Dickey Fuller ' unit root test, Phillips-Perron (PP) unit root test, Johansen
cointegration test and V. QError Correction Model (VECM) were the techniques employed to
estimate the pa@%{\ﬁ of the model. Empirical results indicated that total government
expenditure%éucation positively and significantly impacted on economic growth while total
expen&&on health exerted a significant negative relationship with economic growth in
Nigeria. The authors recommended that government at all levels should meet up with world
standard benchmark on education expenditure in the annual budget and effort should be made to

address the agitations by the health workers which always make them to resort to frequent strike

actions>°.
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The impact of human capital development on economic growth in Nigeria spanning from 1980
to 2013 has been empirically examined. Secondary data sourced from World Development
Indicators (WDI) and National Bureau of Statistics (NBS) was used for the study. Public
expenditure on education (PEE), public expenditure on health (PEH), primary school enrolment
(PSE), secondary school enrolment (SSE), tertiary school enrolment (TSE), life expectancy rate
(LER) and gross fixed capital formation (GFCF) were the explanatory variables Q&st while
real gross domestic product (RGDP) was the explained variable of the study. Phillips-Perron unit
root test and Autoregressive Distributed Lag (ARDL) cointegration a@were the estimating
techniques employed for analyzing the data. Empirical findings.revealed that public expenditure
on education, secondary school enrolment, life expectancy gross fixed capital formation
have statistically insignificant positive relationships p&@economic growth. However, public
expenditure on health, primary school enrolment ertiary school enrolment had statistically
significant negative relationships with eco }& growth in Nigeria within the period reviewed.
The study recommended that govem@ould put in place the required education and training
q@% schooling for primary and tertiary education. Also,

\Y

government should comm@e financial resources to health sector to achieve human capital

development’. _° &
C

The effect @.\cation human capital on economic growth of 55 countries and regions from

policy that would guarantee

1960 %\2&9 was empirically investigated. Annual time series data gathered from Groningen
Growth and Development Centre (GGDC) and World Bank Data Centre (WBDC) was utilized
for the study. The estimated model specified primary education (PE), secondary education (SE),
tertiary education (TE) and life expectancy rate (LER) as control variables while per capita gross

domestic product (PCGDP) was the controlled variable. Augmented Dickey Fuller (ADF) unit
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root test, Kao residual cointegration test and Fixed Effects Model (FEM) were employed in
estimating the parameters of the model. Empirical results showed that education capital and
health capital exerted statistically significant positive relationships with economic growth. The
positive impact of higher education on economic growth is especially significant. However, the
primary education and secondary education have no significant impact on economic growth. The

é‘nent on

authors recommended that governments in these countries should increase thf Q

primary education and secondary education for them to have significant pos(ive ntribution to

economic growth’s, é

The impact of human capital development on economic grou@%igeria spanning from 1981
to 2010 has been empirically analyzed. Annual time series@ obtained from the Central Bank
of Nigeria (CBN) statistical bulletin of various pu% tons and National Bureau of Statistics
(NBS) was utilized for the study. The stm@rgled gross fixed capital formation (GFCF),
government total expenditure on eduea\f\' (GTEE), government total expenditure on health
(GTEH), labour force (LBF), prim@icaool enrolment (PSE), secondary school enrolment (SSE)
and tertiary school enrolmen@) as the exogenous variables of interest while gross domestic
product (GDP) was the &enous variable. Autoregressive Distributed Lag (ARDL) modelling
framework was @ o estimate the parameters of the study. Empirical findings indicated
existence o%@graﬁon between economic growth and human capital development indicators.
Findink\g() showed that human capital development indicators had significant positive impact
on economic growth in Nigeria within the reviewed periods. The study recommended that
government at all levels should invest more in human capital development process and
endeavors to prioritize the health and education sectors budgeting considering the growth driving

potentials in Nigeria°.
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The role of government investment in human capital on economic growth of the Nigerian
economy spanning from 1980 to 2010 has been empirically examined. Annual time series data
collected from World Bank (WB), Central Bank of Nigeria (CBN) Statistical Bulletin and
National Bureau of Statistics (NBS) was utilized for the study. Human capital augmented Solow
model as presented by Mankiw, Romer and Weil in 1992 was the theoretical framework adopted
by the study. Methodologically, Ordinary Least Square (OLS) and System T Qége Least
Square (STSLS) were the estimating techniques employed in estimating the p eters of the
models developed or specified for the study. Empirical ﬁndlngs re that human capital
alongside with technological development and population growth has,a positive relationship with
growth of the Nigerian economy. The model confirmed Qquately trained and employed
population enhances the growth of the economy. It @Vealed that the Nigerian experience
does not support Solow’s hypothesis of hlgh 0 growth or low productivity relationship.
The study also found that educatlon has th greatest marginal impact on life expectancy.
Although the private sector benefits ﬁy from an educated population, she may not invest
adequately in human capital d'ewe&%nent However, both the rent-seeking and non-rent seeking
behavior of economic ag\@% estimated to impact positively on economic growth of Nigeria

directly or 1nd1r®e authors therefore suggested an urgent need for government to

strategically s r investments towards the continuous development of effective and efficient

huma\@

A notable author empirically investigated the impact of human capital on economic growth in
Sudan for the period 1982 to 2009. Secondary data sourced from the Central Bureau of Statistics
(CBS), Ministry of Finance (MOF), Ministry of Investment (MOI) and International Monetary

Fund (IMF) Year Book was utilized for the study. The estimated model had school attainment
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(SA), investment in education (EINV), investment in health (HINV), foreign direct investment
(FDI), human development index (HDI) and total factor productivity (TFP) as explanatory
variables while real gross domestic product (RGDP) was the explained variable. Three Stage
Least Squares (TSLS) technique was employed in estimating the parameters of the model.
Empirical results revealed that education investment and health investment have statistically
significant positive relationships with economic growth in Sudan. Howey Qot factor

productivity had adverse effect on economic growth and human developmen@ the obsolete

and old fashion technology®!. @

2.3.4 Trade Liberalization and Economic Growth Q

Empirical studies conducted in both advanced countries@?veloping economies of the world
on the effect of trade liberalization on economic %’bare reviewed below. The impact of trade
liberalization on economic growth in South A\\&Q covering the period of 1986 to 2022 has been
empirically investigated. Autoregressié%ist ibuted Lag (ARDL) was the estimating technique
employed to find the parame;er&@e model. Empirical findings revealed that there exists a
positive relation betwee%@beralizaﬁon and economic growth in South Africa. The study
recommended that, %frican governments especially South Africa should further open its

economic bor@éerggllow for free trade with other economies of the world®?.

Two r%@scholars examined the effect of trade liberalization on long run economic growth
in Nigeria spanning from 2000 to 2021. Annual time series data obtained from Central Bank of
Nigeria’s Statistical Bulletin (CBNSB) and World Bank Development Indicators (WBDI) were
utilized for the study. The model specification had economic growth measured by gross domestic

product as the dependent variable while gross fixed capital formation, trade liberalization, labour
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force participation rate, inflation and interest rates were the independent variables of interest.
Augmented Dickey Fuller (ADF) unit root test, Johansen cointegration test and linear regression
model were employed in determining the parameters of the study. Empirical findings revealed
that trade liberalization and gross fixed capital formation have a positive and significant effect on
economic growth. In addition, inflation and interest rates were shown to have a negative
influence on economic growth whereas labour force participation rate was fi Q& have a
positive impact on economic growth. However, a positive link was established*between trade
liberalization and economic growth. The study recommended tha@e overnment should

implement suitable policies to diversify the productive ba: ﬁte economy in order to

encourage net exports, as well as construct an efficient se rastructure to stimulate private
domestic and international investment. Furtherm e@govemment should give sufficient
incentives to manufacturers of export items, ‘stiffulate consumption of locally produced

commodities, and guarantee adequate sta }& controls to ensure that goods produced meet

international standards®’. C;\\'
\\
Q

The effect of trade liberaliza@ economic growth in Kenya spanning 1990 to 2022 has been

empirically examined@al time series data sourced from World Bank Development

Indicators (WB@

determinin rameters of the study. Empirical results showed that foreign direct investments

tilized for the study. Vector Auto regression (VAR) was employed in

inﬂow\&rted a statistically significant negative effect on economic growth while
manufacturing output had a statistically significant positive effect on economic growth in Kenya.
The study recommended that Kenyan policymakers should control ways to draw in beneficial
FDI while simultaneously emphasizing the manufacturing sector which will be beneficial for the

economy®,
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A study investigated empirically the nexus between trade liberalization and economic growth in
Nigeria from the period 1981 to 2021. Annual time series data gathered from Central Bank of
Nigeria (CBN) and the National Bureau of Statistics (NBS) were used for the study. The study
employed the econometrics method of Autoregressive Distributed Lag (ARDL), Error Correction
Model (ECM) and Toda-Yamamoto Causality (TYC) test were used in estimating the parameters
of the study. Empirical results indicated that export value index proxy for Qo had a
statistically significant positive relationship with the growth rate of gross dor@tjl roduct in the
long run, import value index proxy for imports impacted a statistigniﬁcant negative
relationship with growth rate of gross domestic product in_theNong run. Moreover, trade
openness and exchange rate had a significant negative r@‘gip with growth rate of gross
domestic product in the long run. The paper, the e&;@ecommended that trade policies by
ministry of trade and industry should be targeted ouraging Nigerian businesses to diversify
their export products and markets beyo d\traditional commodities, promote value-added
manufacturing, agricultural processi@ service exports to increase the range of exportable

goods and services. This wil?&g\! dependence on a few primary commodities and expand

export opportunities®. Q

Another study ex@e impact of trade openness on economic growth in Madagascar for the
period 1993’6620. Annual time series data were used for the study. Vector Error Correction
Model‘&%wl) was the estimating technique employed to determine the parameters of the study.
Empirical estimated results provided sound evidence that there exists a long run cointegration
among the variables. The results further showed that trade openness had a statistically negative
effect on economic growth in Madagascar. Moreover, inflation rate, foreign direct investment net

inflow and labour force participation rate demonstrated a positive and significant complementary
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relationship with economic growth. The study concluded with the recommendation that
policymakers should develop and execute trade laws that are aimed at regulating various sources

of import and export in the country®.

The interplay between trade liberalization, economic growth and economic development has
been empirically assessed for two distinct periods, pre-BRICS (1991-2010) and t-BRICS
(2011-2021) in South Africa. A Vector Error Correction Model (VECM) %ployed to
account for potential cointegration among the variables. Empirical ﬁn%&/ealed that there
exists a long-run equilibrium relationship among the variable. Th ated results indicated
that trade openness positively and substantially influenced gro@mestic product growth rate in
the post-BRICS period and revealed a unidirectionalgsal relationship between trade
liberalization and economic growth. The results a%’éhcated a positive association between
trade openness and economic development\\@’gng that openness engendered growth and

facilitated broader development outcomej\' outh Africa®’.

The impact of intra-African t.rad& nness on economic growth in Nigeria for the period of
1990 to 2022 has been %@W examined. Secondary data obtained from Central Bank of
Nigeria (CBN) stagis@bulletin, World Integrated Trade Solution (WITS), Trade Law Centre
(TRALAC) a t{e)!ational Bureau of Statistics (NBS). Economic growth proxy by real gross
domestic @ct was the dependent variable while intra-African exports, intra-African imports,
unemrhﬁent and trade openness were the independent variables. Ordinary Least Squares
estimating technique was employed to determine the parameters of the study. Empirical results
revealed that intra-African exports and imports had a significant positive impact on Nigeria’s

economic growth in the long run and short run respectively. The study recommended an increase
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in Nigeria’s intra-African trade in order to practice openness especially to help conserve foreign

exchange$®,

A renowned scholar empirically investigated the impact of trade liberalization policies on
investment and development in developing countries. Secondary data gathered from published
studies and reports that were easily accessed through online journal and libraries %utilized
for the study. A desk study research design methodology was employed for th@ Empirical
results indicated that trade liberalization policies positively and signiﬁ&tl icreased foreign
direct investment inflows and export opportunities in developing co . However, they have
also posed challenges such as heightened competition and Vubi ity to external shocks. The
effectiveness of trade liberalization policies varies across co@ries and depends on factors such
as heightened competition, institutional capacity, in%%cture and trade related regulations. The
study recommended that policymakers shf@)ritize the design and implementation of
targeted interventions aimed at maximi{%\{ne benefits of trade liberalization while mitigating
its potential adverse effects. More%‘c?olicymakers should prioritize investments in education,
healthcare, social protection @q%mce human capital development and ensure that the benefits

of trade liberalization are euitably distributed across societies®’

The relationshj (ﬁ,&\'een trade liberalization and economic growth in Nigeria spanning from
1981 to Q as been empirically investigated. Annual time series data gathered from the
Central\ﬁnk of Nigeria (CBN) statistical bulletin were used for the study. The Augmented
Dickey Fuller (ADF) unit root test and Fully Modified Ordinary Least Squares (FMOLS)
techniques were employed in estimating the parameters of the study. Real gross domestic
product was used as measure of economic growth while trade liberalization was proxied by

degree of openness. Exchange rate and inflation rate were used as check variables. Empirical
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findings revealed a positive and statistical significant relationship between degree of openness
and real gross domestic product. The paper recommended that government at all levels should be

tactful in the formulation and implementation of trade policies’. .

A study empirically examined the impact of trade liberalization on the performance of
Tanzania’s export sector over the period 1980 to 2019. Secondary data sourced frem World
Bank (WB) and Tanzania Bureau of Statistics (TBS) were used for the stu@Q&:ctor Error
Correction Model (VECM) and Autoregressive Distributed Lag (ARDL)¢mode¥were employed
in finding the parameters of the study. Empirical results indica%@a significant positive
correlation between trade liberalization and subsequent ex performance as well as the
interdependencies between trade liberalization and forei@@ect investment strategies. There
exists a reciprocal relationship between trade libe@%ion and exchange rates, implying the
significance of competent exchange rate mat in enhancing export competitiveness. The
study recommended a carefully execute(h\' liberalization policy not only for the expansion of

the export industry and the influx @gatal, but also for the transformation and development of

the nation growth’!. Q.Q\A

The effect of trade li ization on economic growth in Nigeria has been empirically explored

over the perio&(u}) 2021. Annual time series data obtained from the Central Bank of Nigeria

(CBN) st@a
study. }F}(

growth rate of GDP was modeled as the explained variable while export value index

bulletin and the National Bureau of Statistics (NBS) was employed for the

(EVI), import value index (IVI), exchange rate (EXGR) and trade openness (TOP) were the
explanatory variables of interest. Methodologically, the Autoregressive Distributed Lag (ARDL),
Error Correction Model (ECM) and Toda-Yamato Causality Test (TYCT) were utilized in

estimating the parameters of the model. Empirical findings revealed that export value index has a
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significant and positive relationship with the growth rate of GDP in the long run while import
value index has a negative and significant relationship with the growth rate of GDP in the long
run. The results further showed that trade openness and exchange rate have a significant and
negative relationship with growth rate of GDP in the long run. In addition, a unidirectional
positive causality exists between export value index and growth rate of GDP. The authors
recommended that trade policies by ministry of trade and industry should %eted at
encouraging Nigerian businesses to diversify their export products a ets beyond
traditional commodities, promote value-added manufacturing, agricultcessing and service

exports to increase the range of exportable goods and services rfui

The nexus between foreign trade liberalization and econo@growth in Albania using annual
time series economic development data from 1994 t@ has been empirically investigate. The
study modeled growth rate of gross domesti@:t (GRGDP) as the outcome variable while
external debt stocks (EDS), trade VOIE@V), final consumption expenditure (FCE), foreign
direct investment (FDI), remittan&é(cﬂ‘) and inflation (INF) were the stimulus variables. In
terms of methodology, Ord'.\$Least Square (OLS) regression analysis was employed in
estimating the paramet & the model. Empirical findings showed that trade liberalization,
exports and im@ﬂed statistically significant positive relationships with Albania’s
economic g in the long-run. This suggests that a sizeable percentage of Albania’s economic
growtl%(a?ﬁeen attributable to a long-term increase in the country’s exposure to trade, exports
and imports. The authors recommended that government at all levels should change the
composition of commerce by shifting from export of raw materials and semi-manufactured

commodities to high-value-added items for the outward-oriented strategy to impact economic

growth substantially. Additionally, trade policy should support investments in capital-intensive
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industries and foster the development of human capital capable of absorbing modern technology.
Moreso, there is need for national and sub-national governments to support initiatives that boost

participation in the exportation and importation of goods’.

The impact of international trade and entrepreneurship on economic growth and development in
Nigeria from 1990 to 2022 has been empirically investigated. Annual time series d&sourced
from the Central Bank of Nigeria (CBN) statistical bulletin and World B@Velopment
Indicators (WBDI) was used for the study. The estimated model speciﬁ%rgsl'gross domestic
product (RGDP) as the dependent variable while domestic credi ivate sector (DCPS),
exchange rate (EXGR), self-employment (SEEM), total exp TEXP), total imports (TIMP)
and inflation rate (INFR) were the independent VariablesQ interest. Methodologically, the
autoregressive distributed lag (ARDL) technique V@EW9 statistical software was employed
to analyze the data. The results indicated tha\\@rgong-run, self-employment and total exports
coefficients were positively signed ad s.tes\\' ally significant while total imports turned up with a
negative sign and also statistically%gacant. The implication of this result is that total exports
and self-employment exeﬂe@ive relationships with economic growth while total imports
showed a negative rele%i p with economic growth. The study recommended amongst others

that government @

self-employ);a@ In addition, government should also encourage import substitution, promote

omote entrepreneurship by providing credits ad grants to encourage

exportﬁ@%f locally made goods in order to spur economic growth and development’*,

The impact of trade liberalization on economic growth in Iraq over the period 1990 to 2020 has
been empirically analyzed. Annual time series data obtained from World Bank Indicators (WBI)
was used for the study. The estimated model dad annual growth rate of gross domestic product

(GDPGR) as the dependent variable while the independent variables of the model were gross
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fixed capital formation (GFCF), human capital (HC), population growth (POPG) and oil price
(OP). The study applied the autoregressive distributed lag (ARDL) approach for estimating the
parameters of the model. Empirical findings revealed that trade liberalization has a positive and
significant impact on economic growth in Iraq in the short run and long run. The authors
recommended that Iraq government should consider diversification of her export_ sector. In

addition, there is a need for Iraq to develop strong initiatives for adding value to ert S0 as to

compensate for the level of imports’. &<
The nexus between trade liberalization and economic growth in Niget ering the period 1981

to 2021 has been empirically investigated. Annual time serie gathered from Central Bank
of Nigeria (CBN) statistical bulletin and National Bureau o@tistics (NBS) was utilized for the
study. The explained variable of the estimated m%%vas the growth rate of gross domestic
product (GRGDP) while the explanatory Va@rbof interest were export value index (EVI),
import value index (IVI), exchange ra.t@GR) and trade openness (TOP). Empirical results
showed that export value index @g\c?statistically significant positive relationship with the
growth rate of gross domest@uct in the long run while import value index has a negative
and significant relationghip#Wwith the growth rate of GDP in the long run. A unidirectional
positive causalit@d between export value index and the growth rate of GDP. The study
recommend: t trade policy by ministry of trade and industry should be targeted at
encour\& Nigerian businesses to diversify their export products and markets beyond
traditional commodities, promote value-added manufacturing, agricultural processing and service

exports to increase the range of exportable goods and services’s.

The economic growth impact of trade liberalization in Nigeria covering the period 1988 to 2020

has been empirically examined. Secondary data sourced from Federal Bureau of Statistics (FBS)
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and World Bank (WB) were used for the study. The estimated model had real gross domestic
product (RGDP) while trade openness (TOP), tariff rate (TRFR), real exchange rate (REXGR),
net export (NEXPT) and foreign direct investment (FDI) were the independent variables of
interest. Ordinary Least Square (OLS) regression model was the estimating technique adopted
for estimating the parameters of the model. Empirical findings revealed that trade openness, real
exchange rate, tariff rate and foreign direct investment have statistically si 'Qnt ositive
relationships with real gross domestic product whereas net export was found Z;ﬁegaﬁvely and
statistically significant relationship with real gross domestic product@%tudy recommended

that government at all levels should encourage industrialiﬁtio i Nigeria through local

production of export goods among others’”. Q

The nexus between trade openness and economic gé% in Madagascar for the period 1993 to
2020 has been empirically determined. Ann@ series data gathered from the World Bank
(WB) and World Development Indica WDI) were used for the study. The endogenous

variable of the study was growth %fo? gross domestic product (GRGDP) while foreign direct

investment (FDI), trade o e@TOP), labour force participation rate (LFPR) and inflation
na

(INFR) were the exo variables of interest. In terms of methodology, Vector Error
Correction Mod(}%;%) technique was employed in estimating the parameters of the study.
Empirical r @showed that there exists a long-run cointegration among the variables. The
results\@g(er revealed that trade openness has a negative effect on economic growth in
Madagascar. Moreover, this study demonstrated a positive and significant complementary
relationship between inflation, foreign direct investment and labour force participation rate in

strengthening economic growth. The authors recommended that policy makers should develop
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and execute trade laws that are aimed at regulating various sources of import and export in the

country’s,

The impact of trade liberalization on economic growth in Nigeria over the period 1981 to 2019
has been empirically investigated. Annual time series data obtained from the Central Bank of
Nigeria (CBN) statistical bulletin was utilized for the study. The estimated model fof\the study
had real gross domestic product (RGDP) as the dependent variable while tota@ce of trade
(TBT), total export trade (TET), total import trade (TIT) and exchangedate GR) were the
independent variables. Augmented Dickey Fuller (ADF) and Philli%@)n (PP) unit root tests
were used for the test of stationarity while Autoregressive Di uted Lag (ARDL) bound test
was employed to examine the long-run relationship betw@he variables. Empirical findings
revealed that total export trade has a positive rel%%up with economic growth while total
import trade showed a negative relationsh@% economic growth in Nigeria. The study
recommended that government shoulds much as possible to restrict importation of goods
and services that are locally produ%{%le country in order to avoid dumping of foreign goods
and services as well as over @ent on imported goods and services in the country. Moreover,
government should de e};policies and programs targeted at increasing locally produced
export-oriented @

services wh@ﬂ invariably lead to economic growth in the country”.

services in the country in order to increase more export of goods and

The r%%ship between trade liberalization policy and economic growth of 42 African
countries from 1995 to 2018 has been empirically examined. Dynamic panel data sourced from
Penn World Tables (PWT), International Monetary Fund (IMF) database and World
Development Indicators (WDI) of World Bank was utilized for the study. The estimated model

specified trade openness (TOP), financial system efficiency (FSE), domestic price stability
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(INFR), natural resources’ rent (NTRR), national debt (DEBT), gross fixed capital formation
(GFCF), population growth (POP), human capital index (HCI) and institutional quality (INSTQ)
as independent variables while annual per capita income (APCI) was the dependent variable.
Pooled Mean Group (PMG) technique was employed in estimating the parameters of the model.

Empirical findings revealed that trade liberalization policy exerted a positive impact on
economic growth of African countries up to a certain threshold, beyond which i Q{no cause
the economy to under-heat. The results further confirmed the existence of n@g relationship
between trade liberalization and economic growth in African countrie@&tudy recommended
among others, the promulgation of competitive policies and debt.obtained should be channeled to
priority infrastructures capable of increasing the manufac@ ase of countries in Africa. In
addition, African countries should spend strategica]&p&%‘ueation in order to build an army of
O
O

The effects of trade liberalization on.}@ﬁan economic growth between 1981 and 2018 has

educated labour force®.

been empirically investigated. Ar@lcq\me series data gathered from Central Bank of Nigeria
(CBN) statistical bulletin of @ publications and World Development Indicators (WDI) was
utilized for the study. @model for the study had trade openness (TOP), foreign direct
investment (FDIQ@(M capital formation (GFCF), labour force (LF) and official exchange
rate (EXG xplanatory variables while gross domestic product (GDP) was the explained
Variab\&kmented Dickey Fuller (ADF) unit root test, Johansen co integration test and Error
Correction Mechanism (ECM) were the estimating techniques employed to determine the
parameters of the model. Empirical results showed that foreign direct investment (FDI) and
labour force (LF) have statistically significant positive impact on economic growth in Nigeria in

the short run. Gross fixed capital formation (GFCF), trade openness (TOP) and exchange rate
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(EXGR) have statistically insignificant effects on economic growth in the short run. All the
model’s explanatory variables have statistically significant positive relationship with economic
growth in Nigeria in the long run within the studied period. The authors recommended the

formulation and implementation of appropriate policy measures by the government to facilitate

N\

Three notable scholars investigated the impact of trade openness on economic in Nigeria

trade linkages between Nigeria and the rest of the world®!.

and Ghana using panel data from 1985 to 2018. Annual panel dat, sogoéd from World
Development Indicators (WDI) was used for the study. The esti@@model included trade
openness (TOP), gross fixed capital formation (GFCF), exchate (EXGR) and inflation rate
(INFR) as independent variables while real gross do& product (RGDP) featured as
dependent variable. Pooled Ordinary Least Squ%%( OLS) regression analysis was the
methodology adopted for the study. Empir@ngs revealed that trade openness and real
exchange rate positively and signiﬁcanﬂ&@sacted economic growth using the random effect. In
contrast, inflation and investmen@ch\an insignificant impact on economic growth using
random effects estimated mc%@l‘ he study recommended that governments of these countries

should implement pol&es d measures to manage the real exchange rate and trade effects to
8

°
protect economi@ :

The imp rade liberalization on economic growth for Mexico, Indonesia, Nigeria and
TurkeNr the period 1986 to 2020 has been empirically examined. Annual data obtained from
World Bank and World Development Indicator (WDI) was used for the study. The dependent
variable of the study was the real gross domestic product (RGDP) per capita while gross fixed
capital formation, trade openness and government final consumption expenditure were specified

as the explanatory variables of interest. Augmented Dickey Fuller (ADF) unit root test, Toda and
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Yamamoto causality test and Autoregressive Distributed Lag (ARDL) technique were utilized in
estimating the parameters of the model. Empirical findings revealed that there was no
relationship between trade liberalization and real gross domestic product per capita except for
Mexico and in this situation, the significance level was at 10%. The result of the causality test
showed that no causality was detected between real gross domestic product per capita and trade
liberalization for Mexico and Indonesia. A bidirectional causality between real %omestic
product per capita and trade liberalization was found for Nigeria wherdas nidirectional
causality from trade liberalization to real gross domestic product a was revealed for
Turkey. The no causality results for Mexico and Indonesia m %the policy objectives of
trade liberalization and economic growth can be pursued @dently in both economies. In
addition, the bidirectional causality detected for Ni @ggests that the policy objectives of
trade liberalization and economic growth can be ed together in Nigeria. Furthermore, the
unidirectional causality from trade liberalization to real gross domestic product per capita found

for turkey implies that she employ: &5\6 liberalization policies effectively for objectives of

economic growth, thus trade l'rbe;&%tion causes economic growth®?.

\

A study empirically inv; }Qg the impact of trade liberalization on economic growth in Sub-
Saharan Africa. @p nel data sourced from World Development Indicator (WDI) and Penn
World Tabl@T) was used for the study. The estimated model specified real gross domestic
produc&&)P) as the dependent variable while exports (EXP), imports (IMP), exchange rate
(EXGR) and interest rate (INTR) were the explanatory variables of interest. Ordinary Least
Squares (OLS) regression technique was employed in estimating the parameters of the model.
Empirical findings showed that exports and imports exhibited statistically significant positive

impacts on economic growth of the Sub-Saharan Africa countries studied. On the other hand,
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exchange rate and interest rate exerted statically significant negative relationships with economic
growth of these economies. The study recommended that government of countries in Sub-
Saharan Africa should implement trade policies on exports and imports in order to experience

major improvement in their economic growth®,

A group of eminent researchers empirically investigated the nexus between trade l%llization
and economic growth in Asian Tigers’ economies by applying annually pan@% regression
approach between the periods 1960 to 2014. Secondary data obtainec@gﬂw Penn World
Table (PWT) was used for the study. Real gross domestic product ( ) was specified as the
endogenous variable while human capital index (LHCI), exp@rice (LEX) and import price
(LIM) were the exogenous variables of interest. Empirical regs showed that trade liberalization
exerted a statistically significant positive impact 6%1% tigers’ economic growth for the
studied period. The Fixed Effect Model (Fmrgealed that human capital index and export
price have a positive impact on econ@rowth, while import price negatively influenced
economic growth. The Dumitrescu@caurlin causality suggested that economic growth (LGDP)
has a bi-directional causality .& man capital index (LHCI) and import price (LIM), while the
causality with export &&(LEX) is unidirectional. The study recommended that policies

relating to forei@

economy’s @c capacity so that trade liberalization in the economic activities of the Asian

tYinvestment must be reviewed to protect the local industries and the

tigers %’\l&t be a drawback for the local industries®.

The impact of trade liberalization on economic growth was empirically analyzed in Nigeria over
the period 1981 to 2018. Annual time series data sourced from Central Bank of Nigeria (CBN)
statistical bulletin, World Bank Development Indicator (WDI) and Penn World Table (PWT)

was utilized for the study. Economic growth (Y) was specified as a function of labour force (L),
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physical capital (K), human capital (HC), trade openness (TOP), tariff rates (TRF) and real
effective exchange rate (REEF). Descriptive statistics, cointegration test and Autoregressive
Distributed Lag (ARDL) modelling framework were employed in estimating the parameters of
the study. Empirical findings revealed that physical capital and human capital exhibited
statistically significant positive impact on economic growth. Also, trade openness exerted
significant positive effect on economic growth only in the short run while tari &nd real
effective exchange rate showed statistically significant negative relationsl@s) ith economic
growth. The study recommended that policymakers should c@t alternative trade

liberalization strategies such as deeper integration frame@able of promoting the

development of regional human capital and consequently 1 economic growth®s.

The effect of regional and non-regional trade on@’bo?mic growth using annual data from
Economic Community of West African State\‘@' AS) member countries for the period 2007
to 2017 has been empirically examined)&estimated model had the growth rate of GDP per
capita as the dependent variable @%e independent variables of interest were ECOWAS
regional trade (ERT), ECO\@on-regional trade (ENRT), inflation rate (INFR), exchange
rate (EXGR), populati wth rate (PGR), unemployment rate (UEMR) and gross capital
formation (GCF@'d a employed for the study was collected from World Development
Indicators ( » Dynamic System Generalized Method of Moments (DSGMM) was employed
in est@%@ the parameters of the model. Empirical results revealed that the estimated
coefficient of ECOWAS regional trade was statistically significant and positive in predicting
growth. Other predictors introduced into the model as controlled variables such as exchange rate,

unemployment rate, population growth rate and gross capital formation displayed mixed results.
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More importantly, population growth rate, unemployment rate and exchange rate inhibited

economic growth while gross capital formation promoted economic growth®’.

The impact of trade liberalization on economic growth and development in the kingdom of
Morocco for the period 1960 to 2018 has been empirically examined. Annual time series data
sourced from the Federal Reserve Bank of Saint Luis (FRED) was utilized for the stuQ&Granger
causality test and Autoregressive Distributed Lag (ARDL) were employed fo@%nining the
parameters of the model. The exogenous variables of interest were tra&;gnﬁess and human
capital while the endogenous variable was real gross domestic t. Empirical results
revealed that trade liberalization granger caused economic g@m Autoregressive Distributed

Lag (ARDL) result showed that trade liberalization ha@ statistically significant positive

impact in the short run and long run®®. &Q

Four notable authors empirically assessed\}Kg’agociatmn between trade liberalization and
economic growth in Nigeria over the (%\ 81 to 2018. Annual time series data sourced from
the World Development Indicgtc&@bl) was employed for the study. The endogenous variable
was real gross domestic %!Qp\@er capita growth rate (RGDPPC) while the exogenous variables
of interest were tl;a@enness (TOP), gross fixed capital formation (GFCF), inflation rate
(INFR) and g Veguyent final consumption expenditure (GFCEXP). Autoregressive Distributed
Lag (AR[@ounds technique to cointegration was employed in determining the parameters of
the mh The result showed that trade liberalization had no statistically significant positive
impact on economic growth in Nigeria. Furthermore, the results revealed the presence of
unidirectional causality from real gross domestic product to trade liberalization in Nigeria. The
study therefore recommended that policymakers of the government should balance its strategies

of trade liberalization as a result of the inability of the economy to absorb the adverse shocks
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from foreign trade, appropriate fiscal and monetary policy should be deployed by the
government for the protection of the economy against foreign influences and the diversification

of the structure of export is necessary to ensure more exportation of manufactured products®.

The impact of trade liberalization on economic growth and development in Nigeria over the
period 1986 to 2016 has been empirically examined. Annual time series data ob,@ed from
Central Bank of Nigeria (CBN) statistical bulletins of various publications w@Qzed for the
study. Augmented Dickey Fuller (ADF) unit root test and Autoreg&i&‘bistﬂbuted Lag
(ARDL) technique were employed as econometric tools for estim he parameters of the
model. Empirical findings revealed that trade liberalizatiogd no statistically significant
positive impact on economic growth in Nigeria duri@ne period covered. The study
recommended that government should embark oné%ive diversification of the economy to

achieve accelerated economic growth®, \Q’b

The relationship between trade liber%—@ and economic growth in Ghana over the period
1970 to 2016 has been empir.ic@ lyzed. Annual time series data sourced from the World
Development Indicator ( as used for the study. Endogenous growth model in the form of
an augmented prongQq\function was employed to model economic growth in order to capture
the impact of a&.@enness (proxied for trade liberalization). The real gross domestic product
was speci@s the dependent variable while the explanatory variables of interest in the study
were thent, trade openness, inflation rate, exchange rate and population growth of the
country. Augmented Dickey Fuller (ADF) unit root test, Phillips-Perron unit root test, Granger
causality test and Autoregressive Distributed Lag (ARDL) estimating techniques were employed
for the study. Empirical findings revealed that trade liberalization, population growth and

inflation rate exerted statistically significant negative relationships with the growth rate of the
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Ghanaian economy in the long run, whilst the exchange rate had a significant and long run
positive effect on economic growth. Also, investment had no impact on economic growth in the
long run. The result further indicated that only inflation and population growth have significant
impacts on economic growth in the short-run. The result of the Granger causality test showed
that no complementary relationship between trade openness and economic growth exists in the
short run in Ghana. The study recommended that government should make ma Q%estment

in physical infrastructure and human capital®'. <

¢\

An eminent scholar assessed the impact of trade openness o omic growth among
ECOWAS countries over the period 1975 to 2017. Secondael data obtained from World
Bank and the International Monetary Fund (IMF) was utilimgor the study. Pooled mean Group
(PMG) and Mean Group (MG) estimators (Dynarr&lel data estimators) were employed in
estimating the parameters of the model sina@rbdimension (43 years) was more than cross
sections (15 countries). The estimated n@was developed using the augmented version of the
Solow-Swan model that incorpor@cﬁlman capital. Real gross domestic product per capita
(RGDPPC) was specified as@ependent variable while trade openness, labour force, gross
fixed capital formation an direct investment, government expenditure and exchange rate
S

were the explan@

highly signi@positive impact on growth of ECOWAS member countries in the long run. The

bles of interest. Empirical findings showed that trade openness had

results\ﬂ&r revealed that trade openness was beneficial to ECOWAS member countries in the
long run unlike the short run where the impact of trade openness differed across countries. The
study recommended that ECOWAS member countries should improve cooperation among
economic actors by using export consortia to help small and medium enterprises (SMEs) in their

region access the international markets. In addition, they should combine short term and long-
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term export-led growth policies such as export promotion policies aimed at enhancing

productivity and technological content of domestic producers®?.

The long term and short-term relationships between trade liberalization and economic growth for
13 transition countries in Europe from 1995 to 2016 has been empirically examined. The
exogenous variables of interest were export (EXPT), import (IMPT), gross ﬁ& capital
formation (GFCF), foreign direct investment (FDI) and human capital while the
endogenous variable was gross domestic product (GDP). Panel unit Q&@{ Swamy panel
homogeneity test, panel cointegration test, Granger panel causali st, Westerlund Error
Correction Model (WECM) panel cointegration and PD(@ estimating techniques were
employed for the study. Empirical results indicated that trade liberalization had a statistically

significant positive impact on economic growth %%th the short run and long run in the

countries studied”’. @

The impact of trade liberalization on@ﬁc growth of Nepal from 1980 to 2013 has been
empirically analyzed. Annual @ ries data sourced from World Development Indicators
(WDI) was utilized for % lk’ Explanatory variables of interest included in the estimated
model were real exp ), real imports (M), total trade (TT) and trade balance (TB) while real
gross domesti pﬁd&ct (RGDP) was the explained variable. Augmented Dickey Fuller (ADF)
unit root Q&ansen cointegration test, Granger causality test and Ordinary Least Squares
(OLS)é%ﬁnating technique were employed in analyzing the data. Empirical results showed that
trade liberalization exerted a statistically significant positive relationship with economic growth

of Nepal during the studied period®*.
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The effect of trade liberalization on economic growth in Nigeria over the period 1980 to 2015
has been empirically investigated. Secondary data sourced from Central Bank of Nigeria (CBN)
statistical bulletin of various issues and World Development Indicators (WDI) was utilized for
the study. Ordinary Least Squares (OLS), Johansen cointegration technique and Chows
breakpoint test were the time series techniques employed for estimating the parameters of the
model. Real gross domestic product was specified as the endogenous variable of %cwel while
trade openness, foreign direct investment exports and imports were the exogendus variables of
interest. Empirical results indicated that trade liberalization exhibite xﬁstically significant
positive effect on economic growth in Nigeria, with an evi a long run relationship.
Similarly, strong evidence was found to support structural @that took place in 1986 when
free trade policy was adopted. The results furth d that export influenced economic
growth negatively while import exerted positive &ﬁ on the dependent variable contrary to a
priori theoretical expectation. The study ended that an enabling environment should be
provided by the government in the a ﬁ

nfrastructural facilities to boost domestic production

and revitalize ailing industries*t &%e them produce internationally competitive goods®>.

The impact of trade li Qatlon on the economic growth of Pakistan over the period 1972 to
2014 has been er@i&%ﬂ analyzed. Annual time series data obtained from World Development
Indicator ()@ was used for the study. The model specified economic growth as the
endogék\oglvariable while gross fixed capital formation, trade liberalization, labour force
participation, inflation rate and interest rate were the exogenous or explanatory variables.
Augmented Dickey Fuller (ADF) unit root test, Johansen-Juselius cointegration test and linear
regression technique were employed in estimating the parameters of the model. Empirical

findings revealed that trade liberalization and gross fixed capital formation have statistically
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significant positive impacts on economic growth. On the other hand, inflation rate and interest
rate have negative impact on economic growth. The study recommended that Pakistan
government should give priority to the production and exportation of labour-intensive products
to take advantage of its labour abundance. Also, there should be improvement in infrastructure,
capital accumulation, and establishment of entrepreneurship and development of ,a secured

S

An erudite scholar empirically examined the impact of trade liberalizatiwwgdonomic growth

macroeconomic framework®®.

of three Sub-Saharan Africa countries namely Ghana, Nigeria and Ivoire over the period
1960 to 2015. Annual panel data sourced from World Develop@ Indicator (WDI) was utilized
for the study. Gross fixed capital formation (GFCF), government consumption expenditure
(GCE), inflation rate (INF), exports (EXP), oil re% ) and the lag of real gross domestic
product per capital growth (RGDPPCG ( ’Q used in explaining growth in real gross
domestic product per capita (RGDPPCG‘(&r the countries. Augmented Dickey Fuller (ADF)
unit root test, Johansen and Jus@%integration test and panel least squares estimating
technique were employed in .@%g the parameters of the model. Empirical findings revealed
that trade liberalization &o statistically significant positive impact on economic growth of
these countries. Q.h%ﬁi

continental @trade area, a healthy industrialization organization, and bridging out the

y recommended proper regional integration through the African

infrastﬁ\c&l gap. Also, government of these countries should make concerted efforts in the

implementation of free trade area agreements and regulations®’.

The impact of multilateral trade liberalization on the economic growth rate has been empirically
assessed by using an unbalanced panel dataset comprising 150 countries over the period 1995 to

2015. The control variables used in the study include domestic trade policy, financial openness,
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financial development, human capital accumulation, government expenditure over GDP,

inflation rate, gross fixed capital formation as a share of GDP, total population and institutional

quality. The dependent variable was real per capita income growth rate. Descriptive statistics,

pairwise correlations and generalized method of moment (GMM) were the estimating techniques

employed in finding the parameters of the model. Empirical findings revealed that multilateral
XN

trade liberalization had a strong positive impact on economic growth in both ean ple and

sub-samples®. <

¢\
Two distinguished researchers analyzed the effect of trade liberaliza @1 economic growth of
Switzerland using annual data from 1990 to 2014. Secor@%& obtained from World
Development Indicators (WDI) was used for the study. growth rate of gross domestic
product (GDPGR) was specified as the endogeno%%iable while labour force (LBF), trade
openness (TOP) and foreign direct investme@ were the exogenous variables of interest of
the study. The Autoregressive Distributﬁ@sg (ARDL) bounds test approach was employed in
estimating the parameters of the m@f?h\e empirical finings indicated that trade openness had a
positive and significant effec@onomic growth in Switzerland. The study recommended that

there is a need for the ¢o to put strong initiative on adding value on her exports so as to

compensate for i@o/%g.

The gro@uplication of trade liberalization in twelve West African (WA) countries was
empiric\aﬂ& investigated using time series data for the period of 1970 to 2011. The data used for
the study was sourced from World Development Indicators (WDI), Global Development Finance
(GDF) and International Financial Statistics (IFS). The model for the study specified real gross
domestic product per capita (RGDPPC) as the dependent variable while real exports (REXPT),

domestic investment (DINV) and trade policy (TP) were the independent variables of interest.
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Methodologically, Vector Error Correction Model (VECM) was employed in estimating the
parameters of the model. Empirical findings showed that trade policy variable, investment rate
and export shocks have significant positive impact on economic growth in eight (8) out of twelve
(12) West African countries. The implication of the result is that it is possible to stimulate
economic growth in some African countries through an outward-looking strategy, of export

S

The impact of trade openness on economic growth of MENA countries &er period 1990 to

expansion'%,

2014 has been empirically assessed. Annual panel data sourced World Development
Indicator (WDI) was used for the study. Gross domestic pro per capita (GDPPC) was the
endogenous variable while gross fixed -capital formati@ secondary education duration,
population growth, consumption expenditure, fore@(b}rect investment and exports were the
exogenous variables of interest in the stu@irical findings revealed that openness to
international trade had a statistically si’@ant positive impact on economic growth for the
countries of MENA region. The st@{%mmended proper diversification of their economies in
order to boost the internal d&%of economic growth. In addition, strengthening the role of
institutions and impro@ attractiveness of high-tech foreign direct investments are critical

for the trade ope@

ert positive impact on economic growth of the MENA countries'?'.

The effecQ%rade liberalization on economic growth of selected twelve Middle East and North
AfricaMNA) countries over the period 2000 to 2013 has been empirically examined. Annual
panel data was used for this study. The model specified real gross domestic product growth rate
(RGDP) as the endogenous variable while tariff rate (TR) and trade volume (TV) were the
exogenous variables of interest. Dynamic panel inter-country regression approach Generalized

Least Squares (GLS) was employed in estimating the parameters of the model. Empirical
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findings revealed that trade volume had a statistically significant positive association with
economic growth in the selected MENA countries while tariff changes exerted a statistically

significant inverse relationship with economic growth!®,

A group of prominent economists empirically examined the impact of trade liberalization on
economic growth in two groups of developed and developing countries to accouut for the
development level as well as income level of countries using the Sacks-Wam@Q&:x of trade
liberalization during 1985 to 2014. The estimated model had real gron) tic product per
capita (RGDPPC) as the endogenous variable while gross fixed 1 formation (GFCF),
population (POP), landlockedness variable (LLOCK) and trberalization (TLIB) were the
exogenous variables. The model was estimated withingmamic panel framework using
instrument variable approach based on Hausman Qr(HT) estimators. Empirical results
indicated that trade liberalization had a pos@act on the economic growth of the studied
countries. The results further showed}@developed countries were in less advantageous
position due to trade liberalizaticl Q\@)ed to developing countries'®.

The relationship between \iberalization and economic growth in Nigeria for the period
1980 to 2013 has b mpirically explored. Annual time series data culled from the Central
Bank of Nig 'a&BN) statistical bulletin, Annual Report and Statement of Account (ARSA)
and Natio@ureau of Statistics (NBS) was used for the study. Terms of trade (TOT), index of
indust%/production (IIDP), degree of openness (DOP) and exports (EXPT) were the
explanatory variables of the study while real gross domestic product (RGDP) was the explained
variable. The Vector Error Correction Model (VECM) technique was used for model estimation.

Empirical findings showed that openness of the foreign sector and trade liberalization dummy

have positive significant impact on both industrial performance and economic growth in Nigeria
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within the period under review. The study recommended that Nigerian government should

remove all known impediments to trade such as excessive import levies and arbitrary tariffs!'®4,

The effects of trade liberalization on the economic growth of Bangladesh over the period 1990
to 2010 has been empirically assessed. Annual secondary data obtained from the Bangladesh
Bank (BB), Ministry of Finance of Bangladesh (MFB), Bangladesh Bureau of Staﬁ&s (BBS)
and World Development Indicators (WDI) was used for the study. The estimate@%.el included
exchange rate (EXGR), export earnings (EXPTE), import earnings (I]\@ terms of trade
(TOT) as regressors while real gross domestic product (RGDP) Q& regressed. Ordinary
Least Squares (OLS) multiple regression analysis was employ estimating the parameters of
the model. The results showed that the inward policy of tra@eralization reduced import while

the forward policy increased the employment, prodn@%ﬂnd export. Finally, trade liberalization

policy exhibited a statistically significant poact on economic growth of Bangladesh!'?.

The causal relationship between tra@bﬁalization and economic growth of five countries
namely Brazil, Russia federati.or%@w, China and South Africa for a period spanning from 1990
to 2014 has been empi%@nalyzed. A balanced panel data sourced from World Bank
Development Indiga@WBDI), International Monetary Fund (IMF), International Financial
Statistics (IF a&a)so from the Central Bank of respective countries was utilized for the study.
Net forei@’bect investment (NFDI), human capital formation (HCF), gross domestic fixed
capitaMation (GDFCF) and exchange rate (EXGR) were included as determinants of
economic growth in the BRICS countries. Generalized Method of Moment (GMM) estimating
technique was employed in finding the parameters of the model. Empirical findings revealed that

trade liberalization proxy by trade openness exerted a statistically significant positive impact on
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economic growth rate. The study suggested that developing countries should develop internal

institutions in order to follow the path of BRICS economies to economic recognition'%.

A notable author investigated the impact of trade liberalization and shocks on economic growth
of Nigeria covering the period 1961 to 2012. Secondary data sourced from the Central Bank of
Nigeria (CBN) statistical bulletin, National Bureau of Statistics (NBS) and the World&nk (WB)
publications was utilized for the study. The study modeled trade openness (TO@Qnufacturing
output (MANQ), government expenditure (GEXP), exchange rate (EXGR)“ard inflation rate
(INFR) as the independent variables while real gross domestic ct (RGDP) was the
dependent variable. The Vector Autoregressive (VAR) metho was applied to estimate the
parameters of the model. Empirical findings revealed that thgausality runs from exchange rate,
trade openness, manufacturing output, and the sizé%public sector to output growth. Also,
shocks from trade openness influenced the q@wth significantly, implying that volume of
international trade affected output of Nigetia) The authors recommended that monetary authority

should ensure price stability and @g? should be geared towards boosting the manufacturing

sector!?’ i A
tor', Q’Q\

The impact of trade liberalization on the economic growth of the Nigerian economy over the
period 1970 t 2&2}13 been empirically examined. Secondary data obtained from Central Bank
of Niger'@'@N) statistical bulletin, National Bureau of Statistics (NBS) and World
Devel(%ént Indicators (WDI) was employed for the study. The estimated model for the study
included trade liberalization (TROP), exchange rate (EXGR), type of regime (REGIM) and
structural adjustment program (BFSAP) as explanatory variables while real gross domestic

product (RGDP) was the explained variable. The Ordinary Least Squares (OLS) regression

analysis was used for estimating the parameters of the model. Empirical results indicated that
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trade liberalization proxy by trade openness had a statistically significant negative impact on
economic growth. While other variables such as exchange rate, regime of administration and
structural adjustment program showed positive non-significant relationship with economic
growth. The study recommended the adoption of trade protectionism policy and currency

devaluation in order to boost economic growth!'%%,

S\
The effect of trade liberalization on economic growth in Nigeria over the per@ﬂ to 2012
has been empirically investigated. Annual time series data collected fr%&éen‘[ral Bank of
Nigeria (CBN) statistical bulletin was utilized for the study. The i dent variables of the
study were imports (IMPT), exports (EXPT), foreign direct@stment (FDI), exchange rate
(EXGR) and inflation rate (INFR) while real gross domesticgduct (RGDP) was the dependent
variable. Ordinary Least Squares (OLS) multipl%%ession analysis was the methodology
adopted to estimate the parameters of the rr@’gnpirical findings revealed that imports and
exports significantly and positively affea\\' conomic growth in Nigeria. The study concluded
that trade liberalization had a stati@{cﬁ significant positive impact on economic growth during
the reviewed period. The au@commended the adoption of an inward-looking strategy and

provision of an enablin &onment for domestic production and exports!'®.

The effect of a@alizaﬁon on economic growth in Tanzania has been empirically analyzed
over the pefi 970 to 2010. Annual time series data obtained from the Bank of Tanzania was
used fMe study. The estimated model specified exports (EXPT) and imports (IMPT) as the
exogenous variables while real gross domestic product (RGDP) was the endogenous variable.
Ordinary Least Squares (OLS) approach was adopted to estimate the regression equations.
Empirical results indicated that trade openness had a positive and significant effect on economic

growth in Tanzania. However, this effect was relatively greater during the closed economy
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compared to the open economy period. The study recommended, among other things,
development of more domestic industries, attracting more investors in the economy and

elimination of unnecessary tariffs!!?,

A renowned economist examined the impact of trade liberalization policy on growth rate of real
gross domestic product of Ghana over the period 1986 to 2010. Annual time series %athered
from World Development Indicators (WDI) was utilized for the study. Trade ess (TOP),
capital stock (CAPS), population (POP), foreign direct investment (FDI) afid gﬂﬁtion rate (INFR)
were the explanatory variables of interest in the study while real gr estic product growth
rate (RGDPGR) was the explained variable. Autoregressive [@bu ed Lag (ARDL) technique
was employed to estimate the long run and short run pgneters for the specified model.
Empirical results showed that trade liberalization B%ited a statistically significant positive
relationship with real GDP in the long run ir@%Capital stock and population were found to
have positive impacts on real GDP grow@{mth the long run and short run while foreign direct
investment was found to have a n@c@ impact on real GDP growth. The study recommended
the provision of tax holidaysé@ax relieves to investors who wish to go into agriculture and
manufacturing sectors a as improvement in the infrastructural base of the country!!!.

2.3.5 Trade&i §ll:lti011, Human Capital Development and Economic Growth

There (s @%y of empirical literature on the relationship among trade liberalization, human
capital development and economic growth in both advanced and developing economies of the
world. The impact of trade liberalization on the human capital development and economic

growth was empirically examined by using panel data analysis. Selected Asian countries were

grouped into lower income countries and higher income countries. The lower income countries
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were India, Indonesia, Sri Lanka and Pakistan while Singapore, South Korea, Japan and
Malaysia were classified as higher income countries for comparative analysis. The panel data
used for this study was sourced from World Development Indicators (WDI) of the World Bank
and spanning from 1981 to 2012. Two estimated models were developed for this study. The first
model was developed to examine the impact of trade liberalization on the human capita while the
second model was formulated to investigate the direct impact of trade liber 1@&0! on the
economic growth. The estimated model for the study had gross fixed capital{foriiration (GFCF),
secondary school enrolment (SSE), trade openness (TOP), dependen@t (DEP), per capita
income (PCI) and labour force (LBF) as independent variables whiléyeal gross domestic product
(RGDP) was the dependent variable. The Fixed Effect Mo ) was employed for the study.

Empirical results showed that both developed and dqu@g countries enjoyed trade led growth

for the selected countries. The impact of trade li zation on human capital was found to be

positive for both groups but was signific t\ior the developed countries due to well-trained
°

human capital. The fruits of trade @hzation in form of increased productivity of human

capital have not been achieved &eloping countries due to their less trained and less skilled

N
workers!!2, QQ

The causal links@ade liberalization, human resource development and economic growth
in Nigeria %Qng between 1980 and 2009 has been empirically examined with a view to
identi(}%&ﬁe nexus connecting these three variables. Annual time series data obtained from the
Central Bank of Nigeria (CBN) statistical bulletin of various publications and International
Financial Statistics (IFS) published by the International Monetary Fund (IMF) was used for the
study. The model for the study specified degree of openness (DOP), money supply (MS),

industrial production (IPROD), public expenditures (PEXP), consumer price index (CPI) and
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exchange rate (EXGR) as exogenous variables while real gross domestic product (RGDP) was
the endogenous variable. Vector Auto regression (VAR) model was the estimating technique
employed for the study. Empirical findings revealed that economic growth granger-caused both
poverty level and trade liberalization in Nigeria. Besides, trade liberalization equally predicted
poverty level. The study recommended initiation of strategies by the government that would
further boost economic growth in Nigeria in order to alleviate poverty and to é@ Ximum

C

The nexus between trade openness, human capital and economic f seventeen countries

benefits from trade liberalization!!3.

in the Middle East and North Africa (MENA) in the period 1 to 2014 has been empirically
investigated. Annual time series data obtained from World@ (WB) database was used for the
study. The estimation was based on two economet%%dels namely random and fixed effects
models. The random effects model measur@rbrade openness on human capital while the
fixed effects model measured the trade.o&'t%ss impact on economic growth. The first estimated
model had human capital (HC) as é\c&pendent variable while the independent variables were
trade liberalization (TLIB), é&dency ratio (DER), and the growth of per capita income
(GPCI). For the second sﬁted model, the dependent variable was the growth of the real gross
domestic produc@%’) ) while the independent variables of interest consisted of gross capital
formation %@, labour force (LABF), human capital (HC) and trade openness (TOP).
Empir?b&ndings revealed that trade openness impacted human capital negatively but
insignificantly. Moreover, trade openness impacted economic growth positively but
insignificantly. In addition, human capital impacted economic growth negatively and

significantly. The study recommended that the countries of the MENA region must invest in

human capital in order to benefit from trade openness''4.
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The relationships among trade openness, capital formation and economic growth in India over
the period 1993 to 2019 has been empirically investigated. Annual time series data obtained from
World Development Indicators (WDI) of World Bank was utilized for the study. The estimated
model specified real gross domestic product (RGDP) as the dependent variable while secondary
school enrolment (SSE), real gross fixed capital formation (RGFCF) and trade openness index
(TOI) were the independent variables of interest. Descriptive statistics, Au %‘ Dickey
Fuller (ADF) unit root test, Phillips-Perron (PP) unit root test and Autoregressive Distributed
Lag (ARDL) bound testing approach were employed in estimating th eters of the model.
Empirical findings revealed that trade openness had a negative lﬁvith economic growth in
India, both in the short run and long run. The study sugg ¢ adoption of policies that can
boost human and physical capital formation so that hbe»&%omy can grow to the threshold level

required to reap the benefits of trade openness'?>. ’b

\O

The impact of trade openness and huma\& ital on economic growth in Nigeria from 1981 to
2020 has been empirically examin%g?nual time series data sourced from the Central Bank of
Nigeria (CBN) statistical bulj@fas used for the study. The exogenous variables of interest in
the study were govern Qrecurrent expenditure on education (GREE), government capital
expenditure on Qc.h%b%o

overnment 1 expenditure on health (GCEH), trade openness (TOP) and exchange rate
TS

(GCEE), government recurrent expenditure on health (GREH),

(EXGK\/gﬂile nominal gross domestic product (NGDP) was the endogenous variable.
Descriptive statistics test, Augmented Dickey Fuller (ADF) unit root test, Johansen cointegration
test and Error Correction Mechanism (ECM) techniques were employed for the analysis. The
result revealed that capital component of government expenditure on health and education were

negatively related to economic growth during the period of investigation. However, the recurrent

128



component of government expenditure on both education and health as well as trade openness
were positively related to economic growth for the period. The study recommended among
others that government should increase funding in education and health sectors to meet the 20%

to 15% benchmark recommended by UNESCO and WHO'!'®,

A group of eminent scholars empirically analyzed the impact of trade openness& human
capital on economic growth in 19 Asian countries from 1985 to 2017. Panel@gseries data
gathered from World Development Indicators (WDI) of World Bank w utgs(d for the study.
The model for the study included tertiary education (TE), urba lation (UPOP), total
population (TPOP), labour force participation (LFP), trade oess (TOP) and foreign direct
investmlent (FDI) as control variables while gross dor@c product per capita (GDPPC)
featured as the controlled variable. Augmented Dic@uller (ADF) panel unit root test, Fully
Modified Ordinary Least Squares (FMOLS); mic Ordinary Least Squares (DOLS) and
Dumitrescu and Hurlin (DH) causality.@re employed in determining the parameters of the
model. The results showed that tra&nness and human capital have a significant and positive

relationship while labour f@micipation has a negative effect on economic growth in

Southern Asia, and in the cas€ of Western Asia, the impact is positive!!”.

The impact tm(d,;\}p'enness, investment and human capital on economic growth of Pakistan
over the peri 980 to 2012 has been empirically investigated. Secondary data sourced from
World&elopmem Indicators (WDI) of World Bank was used for the study. The estimated
model specified gross domestic product (GDP) as the dependent variable while trade openness
(TOP), gross fixed capital formation (GFCF) and secondary school enrolment (SSE) were the
independent variables of interest. Augmented Dickey Fuller (ADF) unit root test, Johansen

cointegration test, Error Correction Model (ECM) and Vector Autoregressive (VAR) technique
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were employed in estimating the parameters of the model. Empirical findings indicated that trade
openness, investment and human capital development exerted a statistically significant positive
impact on economic growth of Pakistan. The study recommended that government of Pakistan

should sustain macroeconomic stability in all the economic sectors particularly in Agriculture

™

The causal links among trade liberalization, human resource development and @ ic growth

and industry and should introduce investment-friendly business environment!'!®,

in Nigeria spanning between 1980 and 2009 was empirically examined w}%&i&v to identifying
the nexus connecting these three variables. The estimated model s d real gross domestic
product (RGDP) as the dependent variable while secondary s | enrolment (SSE), real gross

fixed capital formation (RGFCF) and trade openness 1ndex(©[) were the independent variables

of interest!'°. gb

Also, the impact of trade openness and humz&gtal on economic growth in Nigeria from 1981
to 2020 was empirically examined. ’\c genous variables of interest in the study were
government recurrent expend.itl@ education (GREE), government capital expenditure on
education (GCEE), gov@ recurrent expenditure on health (GREH), government capital

expenditure on healt@EH), trade openness (TOP) and exchange rate (EXGR) while nominal

gross domesti&gdmt (NGDP) was the endogenous variable!?°,

2.4 (‘{/@p al Framework

Trade liberalization involves the elimination or reduction of tariff barriers and non-tariff
restrictions on flow of goods and services across nations. The resultant effects of trade
liberalization include massive foreign capital inflows, increase in exports volume, escalation of

importation of capital goods, knowledge transfer and technology transfer. These effects should
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be regarded as the five channels through which trade liberalization influences human capital

development for it to have meaningful impact on economic growth.

Regarding the increase in exports volume channel, the removal of exports duties on exportable
goods and services of SSA countries would serve as incentives for the export’s goods producers
owing to the rise in their profitability level. Increased profit level would engender Wevels of
investment and saving by the exports producers, resulting in higher level 0®%oyment of
labour and other productive resources. This gives room for high productiyity of-exportable goods,
leading to more production and increase in regional output. Increas@u of exportable goods
will pave way for growth of national incomes of these countigher national incomes give
impetus for investment in education, training and health of wotkforce. This results in high level
of human capital development in these countries &(A serves as a significant stimulator of

economic growth. ’b

O
The second channel of transmission O@iberalization is the capital accumulation into SSA
economies. Trade liberalizatipr&%&ases capital inflows and this takes several forms. The
capital inflows are large!%’@}d into official development assistance or public capital inflows
consisting of grant‘sa&s and technical assistance, and private capital inflows comprising of
foreign direct 'n@s(ment (FDI) and remittances which represent important sources of capital
inflows w, ill the investment gap in the economy. Capital inflow escalates investment level
in the&omy which leads towards more employment opportunities for jobless people, raises
production level, creates more output, increases market size and thus resulting in higher gross
domestic product. The national incomes of the affected SSA countries will rise, giving them the
opportunity of investing in education, skill training, health, creativity and technical skills which

constitute human capital development. The concomitant effect of high quality of human capital
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development in the SSA countries are enhancement of efficiency of production, increased output

of goods and services, and higher economic growth rates.

The third channel through which trade liberalization affects human capital development in order
to impact positively on economic growth is increase in importation of modern capital goods into
the SSA countries. Elimination of import taxes on latest capital goods coming fro%dvanced
countries creates an incentive for importers in SSA countries to be able to imore capital
goods into the region. The higher the quantity and quality of new capital,@g&drailable in SSA
region, the higher would be the efficiency of production and out @ris paribus. Increased
regional output raises regional national income which pav@ay for more investment and
savings by these economies. Governments of SSA countrie@uld have resources to be invested

on human capital development which helps to stimu%éonomic growth in the region.

O

The fourth channel through which trade liber}i'\ ion influences human capital development for
it to be positively related to econorr&w th in SSA countries is knowledge transfer from
advanced economies. The phrase edge transfer refers to the exchange of information, ideas,
abilities and experience be% people, departments, companies and international organizations.
There are three typ.es&nowledge transfer namely explicit knowledge, implicit knowledge and
tacit knowledge. g“}cit knowledge is one that is easily shared and transferred through writing
or speaki@ls information that can easily be picked up from talking to someone, reading a
book Mng something up online. Implicit knowledge, on the other hand, is obtainable or
derivable from experience of employees and employers while tacit knowledge is knowledge that
is acquired from personal wisdom and insights. In a rapidly evolving knowledge economy, a
highly skilled workforce is essential for sustainable economic growth. Indeed, knowledge is

nowadays considered as a driving force for enhancing productivity, promoting economic growth
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and development. There are several methods of transferring knowledge which include training
sessions, mentoring, job shadowing, coaching, documentation, collaborative work and modeling.
International collaboration through trade liberalization enables SSA countries to invest in human
capital development by exchanging expertise, educational programs and training opportunities.
The accompanying or associated effect of knowledge transfers in SSA countries include

fostering of innovation, enhancement of regional production efficiency, higher an output

and accelerated economic growth. &<
The fifth channel of transmission through which trade liberalizati ffects human capital

development for it to have meaningful impact on economic @rth rates of SSA countries is
technology transfer. The movement of data, designs, inven@as, materials, software, technical
knowledge or trade secrets from one organization t@ er or from advanced countries to the
developing world is what is known as te transfer. There are three basic types of
technology transfer viz: technology pus’c\\' rket pull and technological spillover. Technology
push takes place when a companyé{ earch institution patents its invention and licenses it to

other companies while mark refers to the development of new technologies in response to

demand for a product (Kse ice.

Technologicalzspghwer, on the other hand, connotes the unintentional technological benefits to

firms that 6@

shared. T€chnology transfer has several mechanisms of transmission which include cooperative

om the research and development efforts of other firms without the costs being

research and development agreement, licensing agreement, memorandum of understanding and
partnership intermediary agreement. Pursuance of outward oriented trade policies enables
developing countries to have access to the advanced techniques of production available in the

developed economies. The concomitant effects of exposure to modern technology from advanced
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economies by SSA countries include upgrading of their technological capabilities, fostering
innovation and enabling regional domestic industries to remain competitive on a global scale. In
addition, modern technology also brings about enhancement of efficiency of production,

increased output of goods and services and higher economic growth rates.
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Schematic Representation of Trade Liberalization-Human Capital Development-Economic Growth Nexus
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2.5 Theoretical Framework

The endogenous growth theory is considered to be an extension of some other prominent theories
of economic growth that existed before it. Harrod and Domar growth theory posits that
investment plays a critical role in the process of stimulating economic growth®. Investment is
said to have a dual purpose. First, it generates income and secondly it is used for aug,%lting the
productive capacity of the economy through increase in capital stock. The form@own as the
‘demand effect” while the latter is the ‘supply effect’ of investmenth ¢ as long as net
investment is taking place, real income and output will, other thi ng equal, continue to
increase or expand. Robert Solow growth theory expanded @~ arrod-Domar formulation by
adding a second factor, labour and introduced a third indepenidént variable, that is, technology to
the growth equation®. He developed his neoclassic@wth model by explaining a production
function that allows the substitution of capit our. The convectional neoclassical theory,
as modeled by Solow maintains thab@gomic growth in any country is dependent on
accumulated physical capital andéca\pansion of the labour force, in conjunction with an
exogenous factor, technolo@rogress which makes physical capital and labour more
productive. &
Solow’s mod ogc;\;mic growth is premised on the notion that output (Y) in an economy is
produced @combinaﬁon of labour (L) and capital (K), under constant returns, so that doubling
input re&ﬁs in doubling output. Thus, the quantity of output is also determined by the efficiency
of productivity (A) otherwise called “technical progress” with which capital and labour is used.
Mathematically; Y = A f(L,K) (2.1)

The Solow neoclassical growth model uses a standard Cobb-Douglas production function given
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as: = 1= 0< <1

(2.2)

In equation (3.1) above, Y is Gross Domestic Product, K is stock of capital, L is labour and A
represents a measure of productivity efficiency, assumed to grow at exogenous rate (n). The
share of capital in output production is denoted by the symbol (o) while 1-a represeg&he share
of labour in output production, but a has a value that ranges between zero and h that o +

I- a = 1. The model further makes the fo%n assumptions:
= 5 %
(2.4) QQ

brb (2.5)

where ¢ = LoAo, means the effective units o}\h;our, which grows at rate n. However, the new

(o o0=

endogenous growth theory came int@ce due to the omissions and deficiencies in the
Solow neoclassical growth maqdel? %&theory states that the long-run growth rate of an economy
is dependent on endoger%%c\tors as against exogenous factors identified by the neoclassical
growth theory. Thiss&ry maintains that the growth in gross domestic product is a natural
consequence lgg}un equilibrium. The theory elucidates the causative factors of both growth
rate diffm@%}s across countries and a greater proportion of the growth observed. Endogenous
growth thtory repudiates or dumps the neoclassical assumption of diminishing marginal returns
to capital investments, allowing increasing returns to scale in aggregate production and
frequently focusing on the role of externalities in determining the rate of return on capital
investments. By assuming that public and private investments in human capital generate external

economies and productivity improvements that offset the natural tendency for diminishing
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returns, endogenous growth theory explains the existence of increasing returns to scale and the
divergent long-term growth patterns among countries. Thus, the theory lays great emphasis on
technical progress resulting from the rate of investment, the size of the capital stock and the

stock of human capital as main determinants of economic growth in any economy.

Due to the shortcomings of Solow’s growth model, the study adopted the empirica%mework
of the augmented neoclassical growth theory as suggested by Mankiw, Romeer eil (1992)

that incorporated human capital. Thus, the Cobb-Douglas production fun&gsdated as

_ . Q$Q .6)
- QS

= Real gross domestic output in country i at time be

— Stock of physical capital in country i at ti@
= Labour population growth in counzr@le t

= Stock of human capital in coun time t. tis time dimension and i represents cross
sections. 0< a< 1 is the elasticftg{&output with respect to capital and elasticity of output with

respect to labour. Aj conr}bé labour knowledge or augmenting technology.

Transforming @no el by taking natural logarithm, equation (3.6) becomes:

InY :(X|nKb InH +(1—a—-pB)InL +n +v

@7 \/Q’

2.6 Summary of Gaps in Literature Reviewed

This study attempts to fill the gaps identified in the literature which are enumerated and

expatiated below. It is quite different from other studies reviewed in the following ways. First,
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previous studies did not investigate the impact of trade liberalization on human capital
development in SSA countries. This study will unveil the effect of different trade liberalization
policies being pursued by SSA governments over the years on their level of human capital
development. Second, other studies did not examine the interactive effect between trade
liberalization and human capital development on economic growth of SSA countries, they only
restricted themselves to the impact of trade liberalization on economic growth ﬁA lot of
explanatory variables not examined by previous studies are included in this sttady. These are
technology, net migration, foreign direct investment, net official dev@n&nt assistance, gross

fixed capital formation, life expectancy rate, infant mortali;i %population growth rate,
n

government total expenditure on education, government to diture on health, labour force,

and inflation rate. Some of these variables were omi:ted@t previous studies.

Third, previous studies covered few countri@A in their analyses while this study covers
large sample (forty-five countries) out os\@x-eigh‘[ countries. No existing study in this area has
investigated the linkage among tr@\cl%eralization, human capital development and economic

growth using such a large sa@’ ourth, this study will also contribute to the growing literature

trade liberalizati«(n g}t

examine. T cipal variables of interest that will be examined in this model include human

by investigating whet@evel of human capital development is influenced by the degree of

to the best of the researcher’s knowledge, previous studies did not

capitaﬁ%/gfopment, trade liberalization, exports, imports, foreign direct investment, gross fixed

capital formation, technology transfer and net migration.

Fifth, there will be a methodological departure from previous studies, some of the studies
reviewed employed elementary econometric techniques in their analyses of data due to their

country-specific nature. Such estimating techniques include Fully Modified Ordinary Least
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Squares (FMOLS), Error Correction Mechanism (ECM), Autoregressive Distributed Lag (ARDL)
bound testing approach and others. Advanced econometric methodology will be utilized in
estimating the parameters of the numerous models developed for this study. These are Pooled
Ordinary Least Square (POLS), Panel Fixed Effect Model (PFEM) and Generalized Method of
Moments (GMM) techniques. Moreover, the recently released human capital index (HCI)
provided by the Penn State World Tables which is considered a superior meas Q&apturing

multidimensional facets of human capital will be used in investigating the tradé*liberalization-

human capital development nexus, hence reflecting the novelty of this @r

Furthermore, this study goes beyond investigating the enhanci pact of trade liberalization on
human capital development to economic growth and further@siders other plausible ‘interactive

variables’ such as foreign direct investment, net @(lon, infant mortality and gross fixed

capital formation. @%
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S\
S
Methodology 6\

=

This chapter of the study focused on the estimation methodol@s ployed to investigate the

Chapter Three

relationship between trade liberalization, human capital d@pment and economic growth in
Sub-Saharan African countries. It covers the s @ons of empirical models, a priori

expectations, data sources, data measures, esti@émethodologies, and diagnostic assessments.

3.1 Model Specification éo\’&
X

The empirical studies on growit s of trade liberalization have followed several approaches.
Most of the recent studi@ed either cross-section or panel approaches, usually with large
samples of countries’&ém. The endogenous growth theory is considered to be an extension of
some other p%l t theories of economic growth that existed before it. Harrod and Domar
growth th@)osits that investment plays a critical role in the process of stimulating economic
growth®. Investment is said to have a dual purpose. First, it generates income and secondly it is
used for augmenting the productive capacity of the economy through increase in capital stock.
The former is known as the ‘demand effect” while the latter is the ‘supply effect’ of investment.
Thus, as long as net investment is taking place, real income and output will, other things being

equal, continue to increase or expand. Robert Solow growth theory expanded the Harrod-Domar

148



formulation by adding a second factor, labour and introduced a third independent variable, that is,
technology to the growth equation®. He developed his neoclassical growth model by explaining a
production function that allows the substitution of capital and labour. The convectional
neoclassical theory, as modeled by Solow maintains that economic growth in any country is

dependent on accumulated physical capital and an expansion of the labour force, in conjunction

with an exogenous factor, technological progress which makes physical capital @ur more

productive. &<

Solow’s model of economic growth is premised on the notion that (Y) in an economy is
produced by a combination of labour (L) and capital (K), unde@stant returns, so that doubling
input results in doubling output. Thus, the quantity of out &lso determined by the efficiency
of productivity (A) otherwise called “technical pro%’bwith which capital and labour is used.
Mathematically; Y =Af(L, K&Q’b (3.1)

The Solow neoclassical growth model.u"& standard Cobb-Douglas production function given

N
as: = . &Q\% 0< <1
(3.2) Q®

In equation (3.1) abg&’ is Gross Domestic Product, K is stock of capital, L is labour and A
represents a agﬂ\of productivity efficiency, assumed to grow at exogenous rate (n). The
share of C@’lb in output production is denoted by the symbol (o) while 1-a represents the share
of labm output production, but a has a value that ranges between zero and one such that o +

1- o= 1. The model further makes the following assumptions:

= 0 (3.3)

= 0 (34)
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(0= 00 =

(3.5)

Where = ( o, means the effective units of labour, which grows at rate n. However, the new
endogenous growth theory came into existence due to the omissions and deficiencies in the
Solow neoclassical growth model. The theory states that the long-run growth rate of@&conomy
is dependent on endogenous factors as against exogenous factors identified b}@QeoclaSSical
growth theory. This theory maintains that the growth in gross domesf€ p ct is a natural
consequence of long run equilibrium. The theory elucidates the cau actors of both growth
rate differentials across countries and a greater proportion of rowth observed. Endogenous
growth theory repudiates or dumps the neoclassical assu @ of diminishing marginal returns
to capital investments, allowing increasing retu%’b scale in aggregate production and
frequently focusing on the role of extemakﬁs\'@’p determining the rate of return on capital
investments. By assuming that public an: ate investments in human capital generate external

economies and productivity impr&nts that offset the natural tendency for diminishing
returns, endogenous growth h explains the existence of increasing returns to scale and the
divergent long-term growth=patterns among countries. Thus, the theory lays great emphasis on
technical progre@g from the rate of investment, the size of the capital stock and the

stock of hurp8 pital as main determinants of economic growth in any economy.

Due t(kﬁ! shortcomings of Solow’s growth model, the study adopted the empirical framework
of the augmented neoclassical growth theory as suggested by Mankiw, Romer and Weil (1992)

that incorporated human capital. Thus, the Cobb-Douglas production function is stated as:

= . (3.6)
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where

= Real gross domestic output in country i at time t

- Stock of physical capital in country 1 at time t

= Labour population growth in country i at time t

= Stock of human capital in country i at time t. t is time dimension and i represents cross
sections. 0 < < 1 is the elasticity of output with respect to capital and elastici xotput

with respect to labour. Ajiconnotes labour knowledge or augmenting technolc&u

Transforming the model by taking natural logarithm, n (3.6) becomes:
InY =alnK +BInH +(1—a—PR)InL +n +v Q
(3.7) Trade liberalization and human capital Varlables de up of a set of variables which

are specified in equations @) and (3.9) below:

=( C , (3.8)

=( : : : & ) (3.9)
In equation (3.8), TLIB denotes tr. c?erahza‘uon (total trade to GDP ratio) and its associated
variables which include @m icates net foreign direct investment; GCF refers to gross
capital formation; NM %dlcates net migration, NODA denotes net official development
assistance; TPO@ates total population and INFR connotes inflation rate. Equation (3.9) is
made up of@n capital development (HCD) and its associated variables viz: GTEE connotes
govem\\e%total expenditure on education; GTEH stands for government total expenditure on
health; PSE means primary school enrolment rate; SSE denotes secondary school enrolment rate;

LER stands for life expectancy rate; IMR refers to infant mortality rate and LABF connotes

labour force.

3.1.1 Empirical Model of Trade liberalization and Human Capital Development
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The first model analyzes the influence of trade liberalization on human capital development in
the selected countries in Sub-Saharan Africa region. In other words, do outward-oriented trade
policies being pursued by SSA countries over the years have positive or negative impact on their
level of human capital development. The explained and explanatory variables of interest include
human capital development (HCD), trade liberalization (TLIB), net foreign direct investment
(NFDI), gross capital formation (GCF), net migration (NMGR) and net offici @opment

assistance (NODA). The mathematical expression of the above enumgratéd” variables is

O
-« . | ) Q$ (3.10)

The econometric form of this mathematical expression of the/impact of trade liberalization on

>

human capital development is shown below: b

@ + Ay + Ay + (3.11)

= Al + Az + Ag + A
The parameter estimates Az, As, A4, Asc%’@ are expected to exert positive impact on the level

symbolically given below:

of human capital development, z&@jonally, the coefficients Az to As represent the elasticities of

the variables because the@e the rate of change. Ajiis the intercept of the above model.

3.1.2 Empirica(l\@)f Trade Liberalization and Economic Growth

The second,@@l in this study examines the effect of trade liberalization on economic growth
rates 0}\‘% selected Sub-Saharan African countries. According to endogenous growth model
which can be regarded as an extension of the Solow model, it assumed that aside labour and
capital, economic growth is influenced by several other microeconomic and macroeconomic
variables. In order to achieve the second specific objective of this study, it is assumed that

economic growth is influenced by real gross domestic product (RGDP), gross capital formation
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(GCF), labour force (LABF), trade liberalization (TLIB), net foreign direct investment (NFDI),
total population growth (TPOP) and inflation rate (INFR). The above endogenous and
exogenous variables can be expressed in mathematical form as shown below:

= ( : : , : : ) (3.12)
The econometric transformation of the mathematical form of equation 3.12 is given below:

+

QQ (3.13)

In terms of a-priori theoretical expectation about the signs and size of th@GKogenous variables of

=B +B + B3 + Bs +Bs + Be

the model, the parameter estimates B, B3, P4, Ps and e are d to exhibit positive

relationships with economic growth while 37 should have neéaign.

3.1.3 Empirical Model of Human Capital Develop@and Economic Growth

The third model investigates the impact of b@‘apital development on economic growth of
the selected countries in Sub—Saharan.% region. In other words, do massive investments
made by SSA countries on human é{&l}development over the years have positive or negative
impact on their rates of eco X §growth. The explained and explanatory variables of interest
include gross domestic Qt (GDPQG), labour force (LABF), government total expenditure on
education (GTE@Q ment total expenditure on health (GTEH), human capital index
(HCDI), seco@y school enrolment rate (SSER), primary school enrolment rate (PSER), life
expecﬁs{:/%ate (LER), infant mortality rate (IMR) and inflation rate (INFR). The mathematical
expression of the above enumerated variables is symbolically given below:

= ( , , : : : : . ) (3.14)
The econometric form of this mathematical expression of the impact of human -capital

development on economic growth is shown below:
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:Al +A2 +A3 +A4 +A5 +A6 +A7 +
g + A + (3.15)

The parameter estimates Az, A3, Az, As, As, and A7 are expected to exert positive impact on
economic growth while Agand A9 are to influence economic growth negatively. Additionally, the

coefficients A to Ao represent the elasticities of the variables because they measure the rate of

change. Ajiis the intercept of the above model. Q\

3.14 Empirical Model of Trade Liberalization, Human Capital @pment and

Economic Growth é

Based on the theoretical and conceptual frameworks on the@ct f trade liberalization and
human capital development on economic growth of the sele@! Sub-Saharan African countries,
an endogenous growth model that incorporates trade&ﬁb%ization and human capital is specified.
The specification allows for the identiﬁcatio@thannels through which trade liberalization,
human capital development and other_ps&interventions affect economic growth of the SSA
region over time. The dependent and({c®\pendent variables of interest for the model specification
include real gross domestic i ct (GDPQG), trade liberalization (TLIB), exports (EXPT),
imports (IMPT), net fo @direct investment (NFDI), gross capital formation (GCF), labour
force (LABF), @ﬁnt total expenditure on education (GTEE), government total
expenditure c@ealth (GTEH), human capital development index (HCDI), primary school
enrolm%%SE), secondary school enrolment (SSE), life expectancy rate (LER), infant mortality
rate (IMR) and inflation rate (INFR). Consequently, this study specifies the trade liberalization-

human capital —growth model explicitly in mathematical and econometric form as follows:
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The econometric form of the above mathematical model of the combined effect of trade
liberalization and human capital on economic growth of selected Sub-Saharan African countries

is depicted below:

=a; +a, -1+ a3 + 0y + l.IJ(TLIB X HCDl) +
Os + 0g + a7 + 0g + Oy + Ay + 0y +
0z 0 +p S
The specification of equation (3.17) is aided by the endogenous growth the empirical

studies as discovered from the literature. In this regard, the dependenoggb'lé in the growth
equation is the GRGDP, which is the growth rate of the value of 1 goods and services
produced within the territorial boundary of a country in a ye@nen valued at constant prices.
This is commonly used as an indicator of economic growth. Che higher the level of growth rate
of real gross domestic product, the higher the level %b)vth of the economy while the converse
is true. The parameter estimates oo, 03, 04, a@%g, 09, and 010 are expected, theoretically, to
positively influence economic growth m%\K' lected Sub-Saharan African (SSA) countries while
a1, a2, and o3 should exert nei@f&yact on economic growth of these economies.

3.2 Theoretical Expec@
Theoretically, re 'r@e model of trade liberalization and human capital development, trade
liberalization @pected to exert positive impact on human capital development in Sub-Saharan
Africat\hv/%rQnumerous channels, including adoption of new technologies embedded in foreign
direct investment from abroad, mimicking of knowledge transferred from abroad, increased
access to education, enhanced labour mobility and skills-based training. Exports can affect
human capital development positively via increase in government revenue due to disposal of

goods and services in foreign markets which allows greater investment in education and training.
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Trade liberalization can also facilitate movement of workers (migration), both within and
between countries, allowing them to gain experience and skills in different sectors and
environments. This can lead to a more diversified and skilled workforce and consequently,
human capital development in SSA countries. In addition, trade liberalization allows for the
transfer of new technologies and managerial skills (foreign direct investment) from developed
countries to Sub-Saharan Africa. This can stimulate innovation and productivit %, which
can further enhance human capital development. As for gross capital forma% ich includes
investments in physical assets like machinery and infrastructure, i@&ly supports human

capital development by creating a more productive enviro6e or education and skills

development. Q

Likewise, trade liberalization is expected to have @itive effect on output growth through
increased efficiency and productivity, ex;@%wth, innovation and technology transfer,
knowledge transfer and access to impm}\id'&;nported inputs. It encourages specialization based
on comparative advantages, lea%c?o more efficient resource allocation and increased
productivity. Also, increased é@tition from foreign firms can spur domestic firms to innovate
and adopt new technolggi®ss Trade liberalization can also allow access to cheaper and higher

[ ]
quality imported ‘npgé' ich can lower production costs and enhance competitiveness.

Regardin@nan capital development and economic growth model, it is expected that human
capitamﬁelopment would have a positive relationship with economic growth of Sub-Saharan
African countries. This is because massive investment in education, health, and skills training is
crucial for driving economic growth in SSA countries. However, human capital development
alone is not sufficient; it needs complementary factors like technology and infrastructure to reach

its full potential.
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Concerning the interaction of trade liberalization with human capital development which is
presumed to be positive. Trade liberalization can boost growth by increasing export opportunities,
fostering competition, and facilitating access to new technologies, managerial skills and
imported inputs. In addition, foreign direct investment comes with additional capital,
sophisticated technologies, and managerial expertise, which further stimulate produ&ty gains
and growth. Also, gross capital formation contributes directly to economic th*in SSA
countries through expansion of the stock of productive capital and thu§ intCasing output
capacity and productivity. On the other hand, human capital develop@’\)amcularly through
investments in education and skills training, is essential for growth as it enhances

productivity, innovation, and the ability to adapt to new tec@ es.

Table 3.1: Description and Measures of Variables b’b

A\A
Variable Description \\) Expected Signs
GDPGR Gross domestic proe%’\%grbwth (annual %) Yie>/<0
GCF Gross capital @aﬁon (% of GDP) Positive
LABF Total@\force Positive
TLIB fs*ndlse trade ( % of GDP) Positive
C\ R\
NFDI NNt foreign direct investment (BOP, Current US$) | Positive
y
TPO QO Annual total population Positive
AN
INFR” Inflation rate, CPI Positive/Negative
GTEE Government total expenditure on education Positive
GTEH Government total expenditure on health Positive
SSER Secondary school enrolment rate (% Gross) Positive
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PSER Primary school enrolment rate (% Gross) Positive

LER Life expectancy at birth, total (Years) Positive/ Negative
IMR Mortality rate, under-5 (per 1000 live births) Positive/Negative
HCI Human capital index Positive/Negative
NMGR Net migration Positive/Negative

NODA Net official development assistance (Current USS) Pos{;@%ative

Source: World Development Indicator, 2022

6‘

3.4 Estimation Techniques 0$

This study examines the effect of trade liberalization a man capital on economic growth in
selected Sub-Saharan African (SSA) countries. T é’;‘e, based on the objectives of this study,
and in order to test the hypotheses stated\'Qection one, four models are specified. The
theoretical foundation for this speciﬁcé;@ound in the Solow growth model and its extension;
the endogenous growth theory &@1 is an improvement of the Solow growth model. The
endogenous growth theo%@}ned that economic growth is affected by some other variables
aside labour and ca‘pg&n this study, it is assumed that economic growth is influenced by these
conventional ogszblvariables (Labour and Capital), human capital variables as well as trade
liberalizat@%‘ariables. The models specified above for this study will be estimated using the

Pooled Ofdinary Least Square (POLS), Panel Fixed Effect Model (PFEM) and Generalized

Method of Moments (GMM).
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For the Pooled Ordinary Least Square (POLS), its estimating equation is a standard linear
regression model, in which the dependent variable () is regressed on the independent variables

() for each individual at time . This equation can be expressed mathematically as follows:

where: Q\
= the dependent variable for individual Q/O
= the independent variable for individual at time , 6\
are the coeeficients that are to be stimated %
s the error term QQ
In the case of Panel Fixed Effect Model (PFEM), its esti@ﬁng equation captures fixed effects to
each individual (each country in this case) so as ,t&é‘alyze the individual-specific effects. The

PFEM equation can be written as: @
Q)
- 4 e .\C—) (3.19)
&
where: Q\

= the fixed effect ,ﬁ\rﬁ ividual ; while other variables are the same as in the POLS equation.
And for the G er\ﬁze Method of Moments (GMM), its estimating technique involves
specificatio moment conditions that are based on data generating process. The GMM

estimatog attempts to minimize the difference between the sample moments and the population

moments. The equation can be expressed as:
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( , ) represents the moment condition function
constitute the parameters to be estimated
is the data for individual (country)

Note that these estimating equations (3.18, 3.19, 3.20) explain how POLS, PFEM, and GMM are
formulated towards estimating the relationships among the variables of interest in the panel data
analysis, with each of them addressing different aspects of the data structure and underlying
assumptions. In addition, the choice of adoption of the use of any of these e@ on techniques
in the results analyses and discussions shall be strictly based on the s @’:xharacteristics of the
data, such as the presence of individual-specific effects, @%eity concerns, and the

underlying assumptions of each model Q
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Chapter Four QO

Results and Discussi n@hdings

This chapter presents the data analysis and inte n on the links among trade liberalization,

human capital development and economic Qh in Sub-Saharan African countries. It is divided

into five sections. The discussion on@r

the first section. Subsequently; @%ﬁond, third, fourth and fifth sections proffer answers to the

research objectives raise@)ter one.
4.1 Prelimina@s

The preli@f@ty analysis on descriptive statistics and correlation analysis of the variables

1ve statistics and correlation matrix is presented in

undersh(ed for empirical analysis based on formulated hypotheses are presented in this section.
4.1.1 Descriptive Statistics and Correlation Analysis

This sub-section presents the descriptive statistics and correlation analysis of trade liberalization,

human capital development and economic growth in SSA countries. The descriptive statistics of
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trade liberalization, human capital development and economic growth of SSA countries. This is
followed by correlation matrix table of trade liberalization and human capital development,
correlation matrix table of trade liberalization and economic growth, correlation matrix table of
human capital development and economic growth and lastly correlation matrix table of trade

liberalization, human capital development and economic growth.
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Table 4.1 Descriptive Statistics

A
X

Variables Mean Median Maximum Minimum | Std. Dev. Skewness/ | Kurtosis | Obs.
4
HCDI 0.503 0.491 0.808 0.260 0.1080 0.549 3.182 1022
TLIB 56.21 47.06 175.38 7.806 oY 1.21 4.28 1035
x'Q
EXPT 30.29 25.78 105.39 1.57 ,bQ~ 8.79 1.21 4.49 927
A\
IMPT 38.94 34.16 119.13 §\ 18.85 1.67 6.28 925
NFDI 6.10 1.57 4.07 c—;. 27.40 1.87 10.49 211.61 1032
. \Q
GFCF 22.43 21.31 7618 0.00 9.57 0.94 5.59 916
\\
NMGR -9849.24 2464.00 \ | 644996.0 -866101 57171.85 | -2.19 69.73 1035
AN
NODA 7.19 3282\/ 1.14 -1452000 | 9.45 3.19 23.13 1031
"\
GDP 2.94 \g'@m 5.74 3.95 7.34 4.65 25.38 1024
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GTEE 3.99 3.50 13.22 0.07 2.10 1.23 4.81 766
\
GTEH 5.08 4.62 19.69 1.11 2.10 1.50 977
INT 29.44 23.52 119.24 2.94 18.65 1.39 5.20 1022
LABF 7811935 3968466 73389347 | 44913.00 | 11375954 | @ N 12.39 1012
PSER 100.78 101.59 182.50 31.85 23.22© 0.04 3.02 863
SSER 48.14 40.59 182.50 6.11 53V 1.38 5.38 636
x'z%.
LER 57.73 59.11 77.24 6.75 ,&} 0.13 2.56 14.24 1035
AN
IMR 87.12 81.50 228.40 & g 41.85 0.46 291 1035
INFR 13.05 5.68 2630.12 C—J, 222.93 87.28 26.85 793.66 1024
[} \%

\/Q;

N

¢

O
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Note: hcdi - human capital development index; tlib - trade liberalization; expt - export; impt -
import; nfdi - net foreign direct investment; gfct - government fixed capital formation; nmgr -
net migration; noda - net official development assistance; gdp - gross domestic product; gtee -
government total expenditure on education; gteh - government total expenditure on health; int -
interraction variable; labf - labour force; pser - primary school enrolment rate; sser - secondary
school enrolment rate; ler - life expectancy rate; imr — Infant mortality rate; infr - inflation rate
Source: Author’s computation, 2025

In this section, the summary statistics of the variables on trade liberalization, hw capital
development and economic growth in SSA countries are reported in Table 4.1@%. From the
table, the average value of human capital development index is 0.503. ThiS i es that the level
of human capital development has been moderate in the region @s estimated at 0.503.
Notwithstanding, the maximum for the region lies at 0.808 auritius in 2019) while the
minimum is 0.26 (for Niger in 2000). Moreover, the K Qvalue of 3.182 suggests that the
data for human capital development index (HCDI) i&&tailed relative to a normal distribution.
It also indicates a flatter distribution with fe@ers. The standard deviation measures how
spread out or dispersal a set of data i-s\\é"bxve to its mean, essentially indicating how far on
average, each data point deviates%&’the mean value. The low value of standard deviation
(0.108) implies that data o@e clustered close to the mean. In respect of human capital
=

ry school enrolment rate (PSER) has the highest mean value of

development mriables&m
100.78 while thf< lo%t ean value of 5.08 is traceable to government total expenditure on

health (GTE@
Q

In additidh, the mean value of trade liberalization is 56.21 for the region during the period of
study. This shows that there is a moderate degree of trade liberalization by SSA countries with
the rest of the world which could affect economic growth in the region positively. It is also
apparent that of the measures of trade liberalization, import has the highest mean value (38.94)
followed by export with an average value of 30.29. The average mean values of gross fixed

166



capital formation, net official development assistance and net foreign direct investment are 22.43,
7.19 and 6.10 respectively. In addition, the skewness value of trade liberalization which
measures the asymmetry or distortion of symmetric distribution is 1.21 indicating that the
distribution of data is moderately and positively skewed. The maximum for SSA region lies at
175.38 (for Congo Republic in 2016) and minimum value is 7.806 (for Congo De&ocratic in

S

The descriptive statistics also revealed that the mean value of economic &v roxied by GDP

2000).

stands at 2.94 percent indicating low output of goods and services i SA region during the
period of study. The standard deviation value of 7.34 indi% the data points are not
clustered around the mean. The skewness value of 4.65 cates the direction and relative
magnitude of a distribution’s deviation from the no@rbﬁstribuﬁon. As far as economic growth
is concerned, the data is positively skewed. @ﬂosis value of 25.38 indicates that the data
for economic growth are heavy-tailed feb&to a normal distribution. That is, the data sets tend
to have outliers or heavy tails. Th@éc?\mum value of this variable lies at 5.74 (for Nigeria in

2014) and the minimum valu@s (for Cameroun in 2019).

Table 4.1.1a .C&ltion Matrix Table of Trade Liberalization and Human Capital

Development%

\&CDI TLIB EXPT IMPT NFDI GFCF NMGR NODA
v

HCDI 1 036  0.57 0.37 0.15 0.19 0.14 -0.13
TLIB 1 0.71 0.69 0.01 040 005 -0.18
EXPT 1 0.68  -0.01 030 0.15 -0.27
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IMPT 1 0.02 042 0.09 -0.20

NFDI 1 0.15 0.06  -0.28

GFCF 1 0.13 0.19
NMGR 1 -0.06 \
NODA , 1

AU
Note: hcdi - human capital development index; tlib - trade liberalizai «Q{pt - exports; impt-
import; nfdi - net foreign direct investment; gfct - government fix @tal formation; nmgr -
net migration; noda - net official lopment assistance
Source: Author’s computation, 2025 Q
In Table 4.1.1a, the correlation coefficient shows a we@ut positive level of association

between trade liberalization and human capital de l@u in SSA countries. The correlation
coefficient is 0.355 indicating that there is %’@vel of human capital development in SSA
countries arising from the region’s trac.le i b?zation policies with the rest of the world. Trade
liberalization in Sub-Saharan Africa&&y\tries often fails to significantly boost human capital
development due to several '@rs including the dominance of low-skilled export sectors,
inadequate infrastructure,g-l?ted access to education and training, unequal distribution of
benefits, competi 'O?K\ﬂ%m cheaper foreign goods harming local industries, and a lack of
complementar@olicies to support human capital development when implementing trade
liberak’@%easures. All the variables of trade liberalization exhibit direct positive correlation
with human capital development except net official development assistance with a correlation
coefficient of -0.134164. The results further indicate that the highest positive correlation
coefficient is recorded for the association between trade liberalization and export (0.710528).

This implies that exportation of goods and services from SSA countries to the rest of the world
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was very high during the period of study which would have positive impact on economic growth.
The Table also depicts a negative correlation between human capital development and net
official development assistance with the coefficient value of -0.134164. This suggests that the
development assistance received from advanced countries of the world by SSA countries has not
been channeled to the development of human capital in the region.

Table 4.1.1b  Correlation Matrix Table of Trade Liberalization and Econ@owth in

SSA Countries
GDP TLIB EXPT IMPT NFDI GFCF LABF INFR

GDP 1 -0.55  -0.02 -0.18 0. -0.03 %QSO

TLIB 1 0.67 0.6 0.02 0& 018 -0.17  -0.06

EXPT 1 0.56 0@ D9 026 -021 -0.04
IMPT ’\\%3 044 -030 -026 -0.07

NFDI 1 0.15 033 034 -0.01

GFCF % 1 0.09 0.09 -0.06

C
1 0.97 0.07

POP \/Q/ 1 0.06

Note: gdp - gross domestic product; tlib - trade liberalization; expt - export; impt -import; nfdi -
net foreign direct investment; gfcf - government fixed capital formation; labf - labour force; pop
- population; infr - inflation rate
Source: Author’s computation, 2025
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In Table 4.1.1b, there exists a direct negative association between trade liberalization and
economic growth with the estimated correlation coefficient stands at -0.55. The negative
association between these variables could be due to unhealthy or unfavorable trade policies and
protective measures put in place by most SSA countries during the period of study. The results
also indicate that net foreign direct investment, labour force and population are, positively
correlated with economic growth. The correlation coefficients of these variable Q%ﬂ, 0.50
and 0.50 respectively. However, exports, imports and government fixed capitat*formation all
have negative association with economic growth. Their correlation c@nts are -0.02, -0.18
and -0.03. The negative correlation among these variables is tr: eﬁw) the exportation of low-
valued primary products to the international market and im n of high-valued capital goods
from the same market by SSA countries. The Table ﬁ@r shows a zero correlation between
inflation and economic growth. This implies t flation rate in the SSA countries has no
positive or negative impact on economic g@kin the region.
.
Table 4.1.1c ~ Correlation Matri’(&e of Human Capital Development and Economic

Growth in SSA Countries ° &

—

N
GDP HCDI QEE GTEH PSER SSER LABF LER IMR INFR

GDP 1 <.3®0.15 0.03 0.18  0.61 0.75 -0.03 -0.03 0.03

O

HCDI Q’b 1 0.19 0.03 032 0.78 0.02 0.50 -0.83 0.02
GTEE\/ 1 0.45 024 0.15 -0.23 -0.18  -0.28 0.07
GTEH 1 031 0.08 -0.15 -0.10 -0.12 0.06
PSER 1 0.31 0.07 0.06 -036 0.11
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SSER 1 0.34 0.26 -0.55 -0.01

LABF 1 0.58 0.09 0.11
LER 1 -0.62 -
0.09

IMR

Q\ 0.04

O
INF ,(\QJ 1

¥

Note: gdp — gross domestic product; hcdi — human capital lopment index; gtee —
government total expenditure on education; gteh — governme Q 1 expenditure on health; pser
— primary school enrolment rate; sser — secondary school e @ ent rate; labf — labour force; ler
- life expectancy rate; imr infant mortality rate
Source: Author’s computation, 2025 Q

In Table 4.1.1c, human capital development @1 mic growth have a positive correlation or
association with their correlation coefficie 0%.31. The relationship appears to be weak due to
the non-implementation of UNESC WHO recommendations on education and health by
most SSA countries. These tw %rs have suffered total neglect by different governments of
SSA countries over the )’@%& table also reveals a negative correlation between government
total expenditure t@cation and economic growth. The correlation coefficient of these
variables is -Oéimplying that literacy rate has been on the decrease over the past few decades.
The d%@% of large proportion of uneducated people in a region’s population would have
adverse effect on its economic growth. Furthermore, labour force, primary school enrolment rate,
secondary school enrolment rate and inflation rate all have positive associations with economic

growth. Their correlation coefficients are 0.75, 0.18, 0.61 and 0.03 respectively. It can also be

observed from the table that life expectancy rate and infant mortality rate, whose coefficients are
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-0.03 and -0.03, have negative correlations with economic growth. The prevalence of diseases
due to poor budgetary allocation to health sector by SSA countries could be responsible for

negative relationships among these variables.

A\
X

4.1.1d Table Correlation Matrix Table of Trade Liberalizaf& man Capital

Development and Economic Growth in SSA Countries O

GDP TLIB HCDI GTEE GTEH INT EXPT IMPT NFDI GF@ABF PSER SSER LER IMR

INFR &Q
O

GDP 1 -0.050.43 0.13 0.22 0.11 -0.02 -0.2@ -0.13 0.57 0.03 0.47 0.08 0.23

0.03 ®%

TLIB 1 0.16 0.43 0.17 0.90 0.?19@0.02 0.32 -0.12 0.09 0.17-0.16 -0.06 0.06
HCDI 1 025 0.01.0.5 4 0.19 0.23 0.04 0.10 0.32 0.88 0.49 -0.85  0.00
GTEE 1 Q@S 0.190.37 0.15-0.02 0.04 0.31 0.39 -0.22 -0.28 0.09

GTEH .s\%l 0.13-0.120.21 0.15-0.18 -0.13 0.32 0.19 -0.18 -0.04 0.04

INT 6 1 0.79 0.70 0.10 0.27-0.08 0.18 0.50 0.06 -0.45 0.06

EXPT Q’b 1 0.69 001 0.19-0.23 0.10 0.39 -0.0 -0.27 0.05
IMPT 1 -0.01 0.43 -0.33 0.18 0.23-0.03 -0.18 0.02
NFDI 1 0.06 0370.03 0.27 0.06 -0.17 0.01
GFCF 1 0.10 0.02 -0.09 0.20 -0.18
0.04 LABF
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I 0.03 0.050.10 -0.13 0.14 PSER

1 0.28 0.09 -0.42 0.02

SSER 1 033 -0.72 0.01

LER 1 -0.58 -

0.09 IMR

1 0.04 Q\ INFR
P\ ¢

1 \)
e

Note: gdp-gross domestic product; tlib-trade liberalization; hcdi- capital development
index; gtee-government total expenditure on education; gteh-gov ent total expenditure on
health; int-interractive variable; expt-export; impt-import; n t foreign direct investment;

gfcf-government fixed capital formation; labf-labour force@r-primary school enrolment rate;
sser-secondary school enrolment rate; ler-life expectarQ\ra e; imr-infant mortality rate; inft-
rate

inflation 6’6
Source: Author’s computation, 2025 ’b

In Table 4.1.1d, trade liberalization exerts a@ive correlation (-0.05) with economic growth
during the period of study. The negaé@)ciation between these variables could be due to
unhealthy or unfavorable trade &%ws and protective measures put in place by most SSA
countries during the per@udy. Most SSA countries are exporters of low-valued primary
products in the intgg&lal market and importers of high-priced capital goods from the same
market, leadi t&dv level of national incomes and consequently, growth retardation of these
economieQ’émilarly, all the trade liberalization variables have negative associations or
correlm with economic growth except net foreign direct investment whose correlation
coefficient stands at 0.54. The correlation coefficients of exports, imports and gross fixed capital
formation are -0.02, -0.22 and -0.13 respectively. They all have negative impact on economic

growth of SSA countries during the period under review.
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Human capital development, whose correlation coefficient is 0.43, appears to have a positive
correlation with economic growth. It is also apparent that all the human capital variables such as
government total expenditure on education, government total expenditure on health, primary
school enrolment rate, secondary school enrolment rate, life expectancy rate, infant mortality rate
and labour force exert positive correlations with economic growth in SSA countries. The

correlation coefficients of these variables are 0.13, 0.22, 0.03, 0.47, 0.08, and 0.57

respectively. The human capital development variable that exerts the Ij{é%l of positive
S

contribution to economic growth is labour force whose coefficient @ t 0.57 (57%). The
joint effect of trade liberalization and human capital develfm t on economic growth is

positive with the correlation coefficient estimated at 0.11(1
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4.2 Empirical results of the Links between Trade Liberalization, Human Capital

Development and Economic Growth in SSA countries

This study employed the two-step difference generalized method of moment (TSDGMM)
estimators developed for dynamic panel models that has received increasing attention and
obtained great popularity especially in recent years. It was developed by Arellano and&nd
(1991), Arellano and Bover (1995). There are certain conditions that must exist@?& the two-
step difference generalized method of moments is used for estimating the aragsefers of dynamic
panel models. These conditions include: O

(a) There must be a large number of individuals or units or cou %and short periods of
time (T). In other words, number of units must be greater thamnperiods of time, that is, N > T.
(b) Existence of a linear functional relationship betw@e dependent variable and a set of

| | >

independent variables. \Q

(c) There must be one left- hand-side Vat"a\\'}ependent variable) that is dynamic, depending
on its own past realizations. Q’\%

(d) Availability of a set of in@en‘[ variables that are not strictly exogenous, that is, they are
correlated with past andpossibly current realizations of the error terms.

(e) Existence of f‘xe&}(d' idual effects.

63} Presence@(eroscedasticity and autocorrelation within individuals but not across them.

The diffetence generalized method of moments (DGMM) alternatively called the estimation
method using the first difference, was first presented by Stephen Bond and Manuel Arellano in
1991. This methodology is based on the validity of the assumption that the residuals are not
serially correlated and on the validity of the instruments. Therefore, these two tests mentioned

below are used for the application of two-step difference generalized method of moments
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(TSDGMM). These are: (a) the Sargan-Hansen test, and (b) the Arellano and Bond first order

(AR 1) tOest and second order serial correlation (AR 2) test.

The Sargan-Hansen test is a statistical test used for testing over-identifying restrictions in a
statistical model. It was proposed by John Denis Sargan in 1958, and several variants were
derived by him in 1975. The null hypothesis is that the covariance between the insmlent and
the error term is zero. HO: Cov (z,e) = 0. Thus, rejecting the null hypothesis indhat at least

one of the extra instruments is not valid. Sargan p-value must not be | t&/S% and greater

than 10%. &

The Hansen J-statistic which is computed from two-ste ence generalized method of
moment is used to determine the validity of the over—i@qti ing restrictions in a generalized
method of moments’ model. If the model is con;@speciﬁed in the sense that E{ziui(p)}=0,

then the sample analog to that condition shou d at the estimated value of B.

Q)

The Arellano and Bond first order éj\cond order serial correlation test is used in dynamic
panel data models to determiﬁ@ond order serial correlation between the residuals at time (t)
and time (t-2). A signi@ -value for the AR (2) test suggests that the model’s moment
conditions are no, V@nd the presence of AR (2) serial correlation invalidates the use of the

first differenc%neralized method of moment estimator.

Benef@&pplication of Two-Step Difference Generalized Method of Moment Estimator

(TSDGMM)

The application of two-step difference generalized method of moments has the following
advantages: (a)
The two-step difference generalized method of moments not only eliminates any bias that may
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arise from ignoring dynamic endogeneity, but also provides theoretically based and powerful
instruments that accounts for simultaneity while eliminating any unobservable heterogeneity.

(b) In general, the two-step difference generalized method of moments estimator has a smaller
asymptotic variance.

(c) Statistical tests based on a two-step difference generalized method of moments’ eﬁator are
also asymptotically more powerful than those based on the one-step estimator. Q

(d) Generalized method of moments allows estimation under the restrictions i ;@ by the
theory; there is no need to add distributional assumptions that are not i@by the theory.

(e) The parameter estimates obtained with the use of two-step (@ ce generalized method of

moments are more accurate and consistent. Q
4.2.1 Analysis of the First Objective 66

In this sub-section, the study presents the en@al outcomes with reference to the relationship
°
between trade liberalization and huma?9 ital development in SSA countries. The mathematical

expression of the effect of trqd@lization on human capital development of selected SSA
countries QQ\ is

given as:
= (. \ , ) (4.1)

The econome&@ of this mathematical expression of the impact of trade liberalization on
human Q’b capital development is shown below:
Ml + A, + A3 + Ay + Ag + Ag + (4.2)

The parameter estimates A, A3, A4, As, and Ag are expected to exert positive impact on the level
of human capital development. Additionally, the coefficients Az to Ag represent the elasticities of

the variables because they measure the rate of change. Aj;is the intercept of the above model.
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Table 4.2a Combined Estimated Results of Pooled Ordinary Least Squares, Fixed Effect

Model and Two-Step Difference Generalized Method of Moments of Trade Liberalization

and Human Capital Development (Model 1)

Pooled Ordinary Fixed Effect Model | Two-Step
Variables Least Squares Difference GMM
Constant 0.011483%** 0.033385%** -
(0.0000) (0.0000) )
HCDI(-1) 0.985532 %% 0.941916%** 0.964824*§
(0.0000) (0.0000) (0.000
TLIB 6.269582 1.391166 1.21 *
(0.5793) (0.9424) .oﬁgs)
NFDI 1.230404 1.831761 %&gozw
(0.2701) (0.1339)* <\ (0.1840)
GCF 3.333686* 0.000100%%** $3000321***
(0.1961) (0.0092)  (\. " (0.0000)
NMGR 6.651989%** 8.114837QV 4.860226
(0.0491) (0.0230 (0.1744)
NODA -2.174526 3.7 8A§\ 5.813689
(0.4134) (0.% (0.3539)
R-squared 0.997111 ‘(%;? 637
Adjusted R-squared | 0.997084 997492
F-statistic 36372.48 s\ | 6909.067
Prob(F-statistic) (0.000000) (5\\'3 (0.000000)
DW Statistic 1.224586 .\ 7 1433133
AR(1) I _ -0.056905
N ¢§ (0.6452)
AR(2) Q\ o - -0.462815
\ (0.5134)
Hansen J-statistie s 37.68040
Prob(J-statistic)\_," - (0.304531)
Instruments 09
Countrieg=, 45 45 45
Obsemgsds 852 852 801

Note: ***p<0.01, **p<0.05, *p<0.10. The values in the bracket signify significance of (a)
estimated parameters and F-statistics and (b) failure to reject the null hypotheses of : (i) no
autocorrelation in the AR(1) and AR(2) tests and (ii) the validity of the instruments in the
Hansen over-identifying restriction OIR test
Source: Author’s computation, 2025
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In this sub-section, the empirical results of the relationship between human capital development
and trade liberalization measured by exports, imports, net foreign direct investment, government
fixed capital formation, net migration and net official development assistance are reported using
the two-step difference generalized method of moments (TSDGMM). Before explaining the
results derived from the difference GMM parameters, the findings of the baseline regression
using both panel ordinary least squares (POLS) and panel fixed effects approac Q%eported
in the tables 4.2(a-d) and Appendixes 4(a-1). The findings of the Hausman test statistics validate
the suitability of the panel fixed effects approach over the random @ method. There are
noticeable differences in the results obtained from the two bas@e stimators in terms of signs

and significance of the parameters. In table 4.3a, abone results from the pooled OLS

revealed that: (a) the coefficient of the lagged depgd@riable is statistically significant and

considered to be the upper bond estimate; (b% eralization has a statistically insignificant

positive relationship with human capital d \hbpment in SSA countries; (c¢) net foreign direct
.

investment exerted statistically insig&@nt positive impact on human capital development; (d)

government fixed capital foﬂ'@%and net migration have statistically significant positive

relationships with huma@% development; (e) net official development assistance received
exert negative im&@uman capital development in SSA countries.

The parame@imates of the panel fixed effects results are also explained due to some inherent
weaknbgigf)f pooled OLS approach. Thus, findings of the panel fixed effects estimates showed
that: (a) the coefficient of the lagged dependent variable is statistically significant and considered
to be the lower bond estimate; (b) trade liberalization has a positive but insignificant relationship
with human capital development; (c) net foreign direct investment, gross fixed capital formation

and net migration exerted statistically significant positive relationships with human capital
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development; (d) net official development assistance received has positive but insignificant
impact on human capital development. Just like the defects of pooled OLS, this study, however,
relied on the empirical findings of the parameters derived from the two-step difference
generalized method of moments because of the fundamental issues of panel fixed effects

estimators.

S\

As the two-step difference GMM is appropriate for this study, its validit @36 verified
through the following: (i) the coefficient of the estimated lagged depende Vaiﬁle (9) using the
two-step difference GMM must lie in-between the fixed effects (F @ﬁcien‘[ and the pooled
OLS coefficient (0.941916 < 0.964824 < 0.985532), indicatin@%ﬁty of the dynamic panel
estimator used. Empirical findings from the Two-Ste %erence Generalized Method of
Moments (TSDGMM) reveal that trade liberaliza@(ai‘ IB) exerts a statistically significant
positive relationship with human capital devﬂ\@ t in SSA countries during the period under
review, ceteris paribus. This can be im@d as a one percent increase in trade liberalization
activities in the SSA region wm@@c?ng about 1.210697 percentage rise in human capital
development. This result is c@%ﬂt with new growth theory also known as endogenous growth
theory which views hu agpital as a bridge between trade liberalization, economic growth and
technological pr@

(A. Mehtab 2'; N. Zehra & S. W. Khattak, 20222; L. Jie et. Al, 2019°%). The implication of

e result is also similar with some previous empirical studies’ findings

this p&'\ti/% relationship between these variables is that the adoption of trade liberalization by
most SSA countries has boosted human capital development in the region via encouragement of

economic growth, fostering job creation, and stimulating investment in education and health care.

In addition, gross capital formation (GFCF) has a statistically significant positive relationship

with human capital development. The interpretation of this positive relationship is that a one unit
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increase in gross capital formation would result in 0.000321 unit rise in human capital
development. The implication of this result is that capital formation which is equivalent to an
increase in capital stock of SSA countries, with investment in social and economic infrastructure.
Gross fixed capital formation can be classified into gross private domestic investment and gross
public domestic investment. The increase in these two types of gross fixed capital formation

would accelerate economic growth in SSA countries, resulting in improved natioi %’nes and

engendering human capital development. &<
The findings also revealed that net foreign direct investment (NF t migration (NMGR)
and net official development assistance (NODA) all have po but statistically insignificant

relationships with human capital development, all other th@being equal. The positive impact
of net foreign direct investment (NFDI) on human @(bl development can be explained by the
fact that it promotes technology transfer, j@on, and the development of skilled labour
through training and new industriess i\& g to higher overall productivity and earnings.
Moreover, net foreign direct inves%é&nhances economic growth by ensuring improvement of
various kinds of capitals, @earch and development. Through means of technological
transfer and its reperc & in the host SSA nations, multi-national corporations can boost
S

industrial produc‘th

and develo . Regarding the positive effect of net migration (NMGR) on human capital

ove human capital development and enhance cooperation on research

develo}qg(, it is made possible through massive inflow of skilled migrants into SSA countries
who can contribute to economic growth and innovation, while also potentially increasing returns

to education and investment in human capital in the destination countries.

The positive relationship between net official development assistance (NODA) and human

capital development (HCD) in SSA countries can be explained through adequate funding
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interventions being received from advanced nations in key areas such as education, healthcare
and economic empowerment, which collectively improve the skills, health and overall well-

being of populations in SSA developing countries.

The insignificant probability values of the Arellano & Bond first order serial correlation AR (1)
test (0.6452) and second order serial correlation test (AR (2) (0.5134) reveals the abs&e of first
order and second order serial autocorrelation and the Hansen J-statistic V311®Q68040) for
over-identifying restrictions with the probability value of (0.303541) t%ggeater than 0.05
(5%), indicating that the instruments selected for the two-step diffe eneralized method of
moments are valid. On the other hand, most of the two-step rence generalized method of
moments (TSDGMM) coefficients of the estimated paragers are significant. This study
includes forty-five (45) countries (N) which were @’bed over a period of twenty-three (23)
years (T). Therefore, there are more coun@ pared to years. From the diagnostic tests

conducted, it can be said that the two-step difference generalized method of moment estimator is

a valid estimator. Q\CO\

In summary, liberalizing %@mmies of SSA countries through trade has been beneficial to the
region in that it has&ught about significant improvement in human capital development.
Simply put, t d&bﬁeralization has a statistically significant positive impact on human capital
developm the sample countries. All the trade liberalization variables impact on human

capital}bfwlopment positively with the exception of exports.
4.3.2 Analysis of the Second Objective

In this sub-section, the study presents the empirical outcomes with reference to the relationship

between trade liberalization and economic growth in SSA countries. In order to achieve the
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second specific objective of this study, it is assumed that economic growth is influenced by gross
fixed capital formation (GFCF), labour force (LABF), trade liberalization (TLIB), net foreign
direct investment (NFDI), total population (TPOP) and inflation rate (INFR). The above

endogenous and exogenous variables can be expressed in mathematical form as shown below:

= C T , , ) \ (4.3)
Wi

The econometric transformation of the mathematical form of equation 4.3 is givi

(4.4)

=B, +B  +PBs  +PBs +Ps +16\ B, o+

In terms of a-priori theoretical expectation about the signs and ﬁe exogenous variables of
the model, the parameter estimates P2, B3, P4, Ps, and @re expected to exhibit positive

relationships with economic growth while 7 shoul egative sign.
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Table 4.2b Combined Estimated Results of Pooled Ordinary Least Squares, Fixed Effect Model and
Two-Step Difference Generalized Method of Moments of Trade Liberalization and Economic

Growth in SSA Countries (Model 2) Dependent

Variable: RGDP

Variables Pooled Ordinary Fixed Effect Model Two-Step Difference
Least Squares GMM A\

GDP(-1) 0.777817*%** 0.585074%** 0.653317%
(0.0000) (0.0000) (0.0000)~

TLIB 55768052* 51714299 2.368335F*
(0.1934) (0.2496) 0.0

NFDI 3.165830%** 1.757978%%* %}{0233***
(0.0000) (0.0000) \< (000000)

GFCF -2.3299]12%* -1.357876 $§.983894***
(0.0142) (0.1385) N ] (0.0000)

LABF 78.32237 26513207\ | -4137.808%**
(0.8350) (0 0002) (0.0000)

TPOP 328.1426%** Q& 3407.562%**
(0.0376) (0. o}s(éb. (0.0000)

INFR 1507544 )&38 % 11104110%%**
(0.8492) 04) (0.0002)

Constant -4.674828 N 459223*** _

. x{ (0.0000)

R-squared 0.856191 ¢\ ?]0.945169

Adjusted R-squared | 0.854639 ~\ < 0.941490

F-statistic 551.7058\\</ 256.9416

Prob(F-statistic) 0.00 0.000000

DW Statistic 0.619397 1.112414

AR(1) A -0.480478

. &;& (0.3546)

AR(2) ( N -0.326417  (0.5528)
Hansen J-statigbic — | B 36.73328
Prob(J- stat1®) B _

. A 0.299896
Instrunw 10
Countries 45 45 45
Observations 844 844 788

Note: ***p<(.01, **p<0.05, *p<0.10. The values in the bracket signify significance of (a)
estimated parameters and F-statistics and (b) failure to reject the null hypotheses of : (i) no
autocorrelation in the AR(1) and AR(2) tests and (ii) the validity of the instruments in the
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Hansen over-identifying restriction OIR test
Source: Author’s computation, 2025

Table 4.2b above presents the empirical results of the relationship between trade liberalization
and economic growth in SSA countries. The estimated results of Pooled Ordinary Least Squares
(POLS), Fixed Effect Model (FEM) and Two-Step Difference Generalized Metth%oments
(TSDGMM) for the relationship between these two variables are presﬁe}@eported and

interpreted below. é
ea.

The findings of the baseline regression using both panel ordin@%square (POLS) and panel
fixed effects approaches are first reported. The results of t ooled OLS showed that: (a) the
coefficient of the lagged dependent variable (RGDP@Qatistically significant and considered
to be the upper bond estimate; (b) the trade iﬂdbation predictor influenced economic growth
positively and significantly; (c) net fo.r@irect investment and population have statistically
significant positive relationships w\ﬁ?\conomic growth; (d) gross fixed capital formation
exerted negative and signific y tionship with economic growth; (e) labour force is the only
predictor variable that i@nced economic growth positively and insignificantly; (f) the R-
squared value ofélg{sﬁ-) 1 indicates that eighty-five percent of the variation in the dependent
variable is exfldined by the independent variables in the model. Due to the major weaknesses of
poole@approach which are: (i) the presence of unobserved individual-specific effects that
are correlated with the independent variables, making pooled OLS to suffer from omitted
variable bias; (i1) the pooled OLS estimates will be biased and inconsistent, as the model fails to

control for the unobserved heterogeneity.
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The parameter estimates of the panel fixed effects results are reported below due to the
weaknesses of pooled OLS methodology enumerated above. Empirical findings of the panel
fixed effects estimates showed that: (a) the coefficient of the lagged dependent variable (RGDP(-
1) is statistically significant and regarded as the lower bond estimate; (b) trade liberalization has
positive but insignificant effect on economic growth; (c) net foreign direct investment and
population are predictors that influenced economic growth positively and signifi @d) gross
fixed capital formation, labour force and inflation rate have statisticall @ant negative

gdicates that ninety-

relationships with economic growth; (e) the R-squared value of 0.94@

four percent of the variation in the dependent variable is explained e independent variables

in the model.. As a result of the primary limitation of fixe ¢Cts model which is unobserved

A
@,

heterogeneity due to unmeasured characteristics th;t plb%y overtime, the two-step difference

generalized method of moment estimator will be

From the table, the coefficient of the la%' ependent variable of difference GMM (0.653317)

yed for this model.

lies in-between the upper bond es@ct?(0777817) and the lower bond estimate (0.585074) of
the pooled OLS and panel ﬁ@&ects approach, signifying that the two- step difference GMM
does not suffer from do Qd bias (0.585074 < 0.653317 <0.777817). The estimated results of
the two-step dif@ M revealed that trade liberalization has a positive and statistically
significant %@nship with economic growth in SSA countries, ceteris paribus. The coefficient
of the&zc;ésor is in line with apriori theoretical expectation about the sign and size of the
magnitude. A one percent increase in trade liberalization resulted in 2.365335 percent
corresponding rise in economic growth. This result is in line with the findings of some previous
empirical studies (such as B. Dragusha et al. 2023%; O. O. Adeoye, 2023°; A. K. A. Ahmed & J.

S. Hussein, 2023% U. E. Ita et al. 20237; S. Mohammed et al. 20228, M. Ogundipe & A.
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Adenekan, 2022°%; 1. U. Duru, 2021'%; and O. A. Gideon, 2020'"). The implication of this result is
that the elimination of tariff and non-tariff barriers from the free flow of goods and services
between SSA countries and the rest of the world has paved way for increased efficiency and
specialization, access to international markets, attraction of foreign direct investment, increased
competition and innovation, lower prices and increased consumption, creation of jobs, reduced

poverty, integration into the global economy and encouraging domestic firms Echo e more

competitive. &<

Furthermore, the estimated results also reveal that net foreign direct™ ment (NFDI) exerts a
statistically significant positive relationship with economic grc@ other things remain equal. A
one unit change in net foreign direct investment results 1&0233 units change in economic
growth. This result is in line with theoretical exp@%n and implies that net foreign direct
investment positively impacts economic gm@ub-Saharan African countries by fostering
capital formation and infrastructure dew@tent, technology transfer, increasing productivity,

increased competitiveness and ile‘Qc&n, job creation and human capital development, and

boosting exports. QQ\A

Moreover, populatio& P) has a positive and significant impact on economic growth in SSA
countries, cet is(;u}lbus. This result is consistent with theoretical expectation and can be
interprete%gb one unit increase in population would result in 3407.562 units rise in economic
growth. Fhe implication of this result is that a larger, younger, and educated population in Sub-
Saharan Africa can positively drive economic growth by increasing the workforce, creating
demand for goods and services, and fostering innovation and technological advancement,
ultimately boosting productivity and economic expansion but only if coupled with investments in

education and infrastructure.
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Conversely, government fixed capital formation (GFCF) and labour force (LABF) have
statistically significant negative relationships with economic growth, all other factors remain
constant. This result can be interpreted as a one percent increase in government fixed capital
formation and labour force would bring about 3.983894 and 4137.808 corresponding percentage
reductions in economic growth. Also, government fixed capital formation negatively affects
economic growth in SSA countries due to factors like poor project selection Qﬁpion and
mismanagement, lack of private sector participation, poor institutional ca[%@ unfavorable
macroeconomic conditions, and inefficient implementation, leadinsted resources and
reduced long-term productivity. Furthermore, the negative relati n&etween labour force and
economic growth is inconsistent with a-priori theoretical ion. The implication is that a
large proportion of the workforce are aged, unpro uqﬁ@nd dependent on the small working
class population. It is also associated with slowe omic growth through a range of channels

including a lower worker-to population ratix\

.\
Lastly, inflation rate (INFR) has %gatically significant positive association with economic
growth contrary to econom@ry. Based on the estimated results, trade liberalization has

positive impact on econgmiesgrowth of SSA countries, ceteris paribus.

The Hansen stgg;\:; probability value of 0.299896 which is higher than 5 percent (0.05)
suggests ¢ over identifying restrictions imposed on the two-step difference generalized
method 0f moments are valid. In addition, the Arellano and Bond first order serial correlation
test AR(1) whose probability value is estimated at (0.3546) and second order serial correlation
test with the probability value of (0.5528) conducted indicates the absence of first order and
second-order serial correlations in the first differenced errors because the probability values of

their chi-square statistics are greater than 0.05(5%). This suggests that the residuals are not
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serially correlated. The implication of this is that the two-step difference generalized method of

moments is an accurate and consistent estimator.

4.3.3 Analysis of the Third Objective

In this sub-section, the study presents the empirical results with reference to Qelationship
between human capital development and economic growth in SSA countriés. The third model
investigates the impact of human capital development on econo @xvth of the selected
countries in Sub-Saharan Africa region. The explained and Géﬂory variables of interest
include gross domestic product (GDP), labour force (LA@ovemmen‘[ total expenditure on
education (GTEE), government total expenditur o@ﬂth (GTEH), human capital index
(HCDI), primary school enrolment rate (PS %ondary school enrolment rate (SSER), life
expectancy rate (LER), infant mortalitzl rd%(%(R) and inflation rate (INFR). The mathematical
expression of the above en@'ed variables is symbolically given below:

= ( , , ‘\ : : : S ) (4.5)

The econometric form%% mathematical expression of the impact of human -capital

development (‘ @ on economic growth is shown below:
= A

% 2 + 4 +4, + A4 + 4 + 4 +
Ag 4@ + (4.6)
The parapteter estimates Az, Az, A4, As, A and A; are expected to exert positive impact on
economic growth while Ag Agand Ajg are to influence economic growth negatively. Additionally,

the coefficients Az to Ao represent the elasticities of the variables because they measure the rate

of change. Aiiis the intercept of the above model.

200



Table 4.2¢c Combined Estimated Results of Pooled Ordinary Least Squares, Fixed Effect Model and
Two-Step Difference Generalized Method of Moments of Human Capital Developme

Economic Growth (Model 3)
Dependent Variable: GDP ( 0
Pooled Ordinary Least | Fixed Effect Model woStép Difference
Variables Squares ,-:SMM
GDP(-1) 0.985374 %% 0.796261%%* \_).8218521***
(0.0000) (0.0000) & (0.0000)
HCDI 1.611568 (0.3402) | -5.710289 N[ 1.29219%**
(0.9197) (0.0000)
GTEE -1.798967 -3.763783 -84042161
(0.6550) (0.5710)~, (0.6515)
GTEH 2.045281 -1 7383‘ -6.736059*** (0.0000)
(0.6103) 0
PSER 22455556 79 9113143 (0.3535)
(0.5160) N 1071944)
SSER 55561527 N92179009 2.825058%**
(0.2753) . x{ (0.4068) (0.0000)
LABF 212.9756%* (_)\" 315477242 -1850.255%%**
(0.0285) (0.2797) (0.0000)
LER -9433%‘ -4.493913 -3.023445%**
(0.4 (0.5251) (0.0000)
IMR 28268624 91483089 -4.114316%**
ﬁ& 3) (0.3761) (0.0000)
INFR Lo~ \1169366 * 1.327532% 1.964273% %
2 N\ .11235) (0.1235) (0.0000)
Constant \/‘ -5.720817 3.808939 B
b‘ (0.4318)
R-squared ¢ 0.982453 0.985753 B
Adjusted B*sqtiared 0.982042 0.983913
F-statistic 2390.713%** 535.5440%**
Prob(F-statistic) 0.000000 0.000000
DW Statistic 1.657986 1.715779
AR(1) -0.049904 (0.9602)
ARQ2) -0.193125  (0.8469)
Hansen J-statistic 27.98673
Prob(J-statistic) 0.465151
Number of Countries 45 45 45
Number of 438 438 302
Observations
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Note: ***p<0.01, **p<0.05, *p<0.10. The values in the bracket signify significance of (a)
estimated parameters and F-statistics and (b) failure to reject the null hypotheses of : (i) no
autocorrelation in the AR(1) and AR(2) tests and (ii) the validity of the instruments in the
Hansen over-identifying restriction OIR test

Source: Author’s computation, 2025

From Table 4.2¢ above, the empirical results of the baseline regression models namely pooled

ordinary least square (POLS) and panel fixed effects approach (PFE) are firs rted below.

The empirical findings of the pooled OLS methodology revealed that: human capital
3

development has a positive but insignificant impact on economic %@
e

government total expenditure on health, secondary school e

SSA countries; (b)
rate and infant mortality
rate have positive but insignificant relationships with ec@ic growth; (c) government total
expenditure on education, primary school enrolr%%?te and life expectancy rate exerted
statistically insignificant negative relationsh%%h economic growth; (d) labour force and
inflation rate have positive and signiﬁg@pacts on economic growth. The associated defects
of this methodology which includeﬂ%c\nce of unobserved individual-specific effect that are
correlated with the dependent’ ble, and the biasedness and inconsistent estimates generated
compels the use of pané*b«ed effects approach. The estimated results of the fixed effects
approach showec(fm}\(a human capital development has a negative but insignificant impact on
economic gm@; (b) primary school enrolment rate and secondary school enrolment rate
inﬂue%@’glomic growth positively but with statistical insignificance; (¢) government total
expenditure on education, government total expenditure on health, labour force, life expectancy

rate and infant mortality rate all have statistically insignificant negative relationships with

economic growth of SSA countries; (d) inflation rate has a positive and significant impact on
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economic growth. Due to the weakness of the panel fixed effects, the application of the two-step

difference GMM becomes inevitable.

The suitability or appropriateness of the two-step difference GMM in estimating the parameter
estimates of this model depends on whether the coefficient of its lagged dependent variable falls
in-between the pooled OLS estimate and the fixed effects estimate (0.796261 <%18521 <
0.985374), signifying the validity of the dynamic panel estimator employe@s empirical
findings of the two-step difference GMM revealed that human capit% pment exerts a
statistically significant positive effect on economic growth of SSA ies, ceteris paribus. A
one percent change in human capital development would resu@l. 219 percentage change in
economic growth. It can be interpreted to mean that there@ elastic relationship between the
two variables. This result is in conformity with e@’b\w theory and the outcomes of some
previous empirical studies (C. G. Eze, 2023 1\2\\@Eniekez et al. 2023'%; M. A. Wrajlng et al.
2023 T. Simran & T. Saroosh, 2023.15>&ussain & R. Chandra Das, 2023'%; L. I. Euphemia,
2022'7). The implication of this res%{s%\at investment in education and health of the workforce
tends to boost productivity. a@sequently economic growth in the region. Among the human
capital development v Qs included in the model, only secondary school enrolment rate
(SSER) has a st@signiﬁcant positive impact on economic growth, other factors remain
constant. Tp@ggests that a one unit percentage change in secondary school enrolment rate
would\gsg( in 2.825058 units percentage change in economic growth, signifying an elastic
relationship between the variables. This result is consistent with a-priori theoretical expectation.
The implication of this result is that increased investment in education leads to increased

economic growth. This includes higher salaries for individuals, greater workforce effectiveness,

and higher gross domestic product. Moreover, countries with a greater proportion of their
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population attending and graduating from schools experience faster economic growth than
countries with less educated workers. As a result, many countries in SSA provide funding for

primary and secondary education to improve economic performance.

The estimated results also reveal that labour force (LABF), life expectancy rate (LER) and infant
mortality rate have statistically significant negative relationships with economic gro%, ceteris
paribus. This result can be interpreted as a one percentage increase in 1@ force, life
expectancy and infant mortality rate would bring about 1850.255, 23&“ and 4.114316
percentage reductions in economic growth. The negative relations@een labour force and
economic growth implies that increased labour force particn, or the number of people
working, does not necessarily translate to higher economicgg/th, and may even hinder it. This
may be due to challenges in creating jobs, lowéfblctivity and vulnerable jobs, lack of
innovation and industrialization, inefﬁcien@e allocation, and poverty and inequality.
Similarly, the adverse relationship bebm&ife expectancy rate and economic growth in SSA
countries suggests that lower life eéga\ncy in the region might hinder economic development,
potentially due to factors like é@ed labour productivity, increased healthcare costs, low human
capital development an Qion of circle of poverty. Furthermore, the unfavorable relationship
between infant ﬁ@ te and economic growth implies that as the region’s economy grows,

its infant m y rate tends to decrease, suggesting that economic development can improve

child h\(lgﬁutcomes.

Other exogenous variables in the model such as government total expenditure on education
(GTEE) and primary school enrolment rate (PSER) have statistically insignificant negative
relationships with economic growth. The interpretation is that a one unit increase in government

total expenditure on education and primary school enrolment rate would lead to 8.404216 and
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9.113143 units decrease in economic growth. The implication of this result is that many SSA
countries have not been given adequate budgetary allocation to education in general, and primary
school education, in particular, leading to low human capital development and adverse economic
growth. The Arellano and Bond first order AR (1) serial correlation test with the probability
value of (0.9602) and second order serial correlation AR(2) test with the probability value of
(0.8469) conducted indicates the acceptance of the null hypothesis that there is n Q%der and
second order serial correlations in the first differenced errors, suggesting that”the two-step
difference generalized method of moments estimates are unbiased nsistent. Also, the
Hansen J-statistical probability value of the chi-square (0.46 5%&& is greater than five

percent (0.05) implies that the over identifying restriction@) ed on the two-step difference

generalized method of moment (TSDGMM) model g@

434 Analysis of the Fourth Objectiuigrb

In this sub-section, the study presents &g@rical outcomes with reference to the effect of joint
interaction of trade liberalizat}o&@uuman capital development on economic growth in SSA
countries. Based on the Qretical and conceptual frameworks on the effect of trade
liberalization and h capital development on economic growth of the selected Sub-Saharan
African count 'es,(ayendogenous growth model that incorporates trade liberalization and human
capital is %&1 The specification allows for the identification of the channels through which
trade Mlization, human capital development and other policy interventions affect economic
growth of the SSA region over time. The dependent and independent variables of interest for the
model specification include trade liberalization (TLIB), net foreign direct investment (NFDI),
gross fixed capital formation (GFCF), labour force (LABF), government total expenditure on

education (GTEE), government total expenditure on health (GTEH), human capital development
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index (HCDI), primary school enrolment rate (PSER), secondary school enrolment rate (SSER),
life expectancy rate (LER), infant mortality rate (IMR), and inflation rate (INFR). Consequently,
this study specifies the trade liberalization-human capital —growth model explicitly in

mathematical and econometric form as follows:

(4(.7) | | | | | | | | | | | )Q\

The econometric form of the above mathematical model of the combi\@il ect of trade

liberalization and human capital on economic growth of selected Sub ran African countries
is depicted below: %
=0 T 0 —1+ 03 +0y QJJ(TLIB x HCDI) +
Os + Qg + 07 + dg + (}bQ + 04 + 0y +
%2 * O3 TH b 4.8)

The specification of equation (4.8) is aide(\\@’Q endogenous growth theory and empirical
studies as discovered from the literatur\ ﬁ%this regard, the dependent variable in the growth
equation is the RGDP, which is t@@%e of the final goods and services produced within the
territorial boundary of a coun@q a year when valued at constant prices. This is commonly used
as an indicator of eco &growth. The higher the level of real gross domestic product, the
higher the level c(.grl%h of the economy while the converse is true. The parameter estimates o,
03, 04, 015, a6,%§ a9 and a0 are expected, theoretically, to positively influence economic growth
in the ?&&d Sub-Saharan African (SSA) countries while a1, ai2, and a3 should exert negative

impact on economic growth of these economies.
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4.2d Combined Estimated Results of Pooled Ordinary Least Squares, Fixed Effec @and
Two-Step Difference Generalized Method of Moments (Model 4) 6
Dependent Variable: GDP

Variables Pooled Ordinary Least | Fixed Effect Model l%(o%p Difference
Squares NGMM
GDP(-1) 0.864591 *** 0.746748%%* NJ_0.822869%**
(0.0000) (0.0000) % (0.0000)
TLIB 1.621041%%x* 1.910760 ~ | 5.653434%
(0.0000) (0.4468) £\ (0.0804)
HCDI 2.524281 %% 1.959098* 1.231471 %%
(0.0000) (0.000 1\, (0.0040)
GTEE -2.513880%** 2.@‘ -1.903478*
(0.0087) . (0.0837)
GTEH 5.504429% '-%»5'5762* -1.313500%*
(0.0000) Q( .0755) (0.0759)
INT -3.152930%%** *‘ -8.029253%* -1.448118%%**
(0.0000) R (0.1086) (0.0042)
NEDI 2.918773%*%x LN 7 | 1.576538%** 2.035275%%*
(0.0000) Q/ (0.0000) (0.0000)
GFCF 2.3245 (0.2309) | 2.487074* -81621678
o\ (0.0753) (0.5000)
LABF 352%800%** 3809.639%*x* -292.8021
(0:0000) (0.0000) (0.6309)
PSER . \‘\ 2.757079%%*x* 21497684 67860363
N\ (0.0000) (0.7780) (0.4587)
SSER N/ | 3.214199%%*x* -2.434048%* 74876541
}b (0.0126) (0.0325) (0.5467)
LER -3.134183 -5.567746%** 29841075
\ QJ (0.1285) (0.0012) (0.9280)
IMR 71047641 1.327689* -1.613678*%**
(0.3308) (0.0727) (0.0080)
INFR 77259572 1.732556%* 8894294 7%
(0.5975) (0.0420) (0.0238)
Constant 1132857 -7.371379%%x B
(0.0002) (0.0155)
R-squared 0.915911 0.983579
Adjusted R-Osquared 0.912204 0.980673
F-statistic 247.1156 338.3773
Prob(F-statistic) 0.000000 0.000000
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DW Statistic 0.294803 1.414556

AR(1) _ _ -0.000015  (0.9999)
AR(2) -0.000264 (0.9998)
Hansen J-statistic 15.65077
Prob(J-statistic) B B 0.548713

Number of Countries 45 45 45

Number of 380 380 247
Observations

Note: ***p<0.01, **p<0.05, *p<0.10. The values in the bracket signify significance of (2)
estimated parameters and F-statistics and (b) failure to reject the null hypothe @ ) no
autocorrelation in the AR(1) and AR(2) tests and (ii) the validity of the instrumaents in the
Hansen over-identifying restriction OIR test

Source: Author’s computation, 2025 §

The empirical results of the baseline regression using the pool@L and panel fixed effects are
reported below. The estimated results of the pooled O ethod revealed that: (a) trade
liberalization has a positive and significant impact %@)mic growth at the estimated critical
value of one percent (1%); (b) human capit@lopment also influenced economic growth
positively and significantly at the estir.n e&bical value of one percent (1%); (c) government
total expenditure on health, net for@irect investment, labour force, and secondary school
enrolment rate exerted statistiéa@igniﬁcant positive relationships with economic growth at the
estimated critical Valuesgne percent (1%); (d) government total expenditure on education,
interactive Varialé/ umary school enrolment rate and life expectancy rate have statistically
significant ne@ve relationships with economic growth; (e) infant mortality rate and inflation
rate im% economic growth positively with statistical insignificance; (f) the R-squared of
0.915911 indicates that ninety-one percent of the variations in the dependent are explained by the
regressors in the model; (g) the probability of the F-statistic (0.000000) showed that the joint

statistical significance of the explanatory variables in the model.
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As a result of the demerits of pooled OLS methodology, the results obtained from fixed effects
model are presented below and showed that (a) : trade liberalization has a positive and
insignificant relationship with economic growth of SSA countries; (b) human capital
development has a statistically significant positive impact on economic growth of SSA countries;
(c) net foreign direct investment, government fixed capital formation, labour force, infant
mortality rate and inflation rate all have positive and statistically significant re Qéhps with
economic growth of SSA countries; (d) government total expenditure on| hedlth, interactive
variable, secondary school enrolment rate and life expectancy rate in@d economic growth

negatively with statistical significance; (e) primary school enrin%ate is the only predictor
i

that has a negative and insignificant association with ec growth; (f) government total

expenditure on education has a positive but insigni c%%tionship with economic growth; (g)
the R-squared of 0.983579 value suggests hat'&e‘ty-eight percent of the variation in the
dependent variable is explained by the indgpehdent variables in the model; (h) the probability
value of the F-statistic (0.000000) i@eﬁhe joint statistical significance of the explanatory

variables in the model. . \AQ
Due to the weaknesses o fixed effects model enumerated in the previous models, the two-
S

step difference ‘en%

empirical r@of the joint effect of trade liberalization and human capital development on

d method of moments shall be utilized for this model. From the

econoﬁ:&owth presented in table 4.4 above. The empirical findings showed that trade
liberalization and human capital development separately are significant predictors of economic
growth in SSA countries. However, the parameter estimates of trade liberalization and human
capital development are positive and statistically significant at the 0.00 (1%) critical level. This

can be interpreted as a one percent change in trade liberalization and human capital development

209



would lead to 5.653434 and 1.231471 percentage changes in economic growth, ceteris paribus.
These results are in line with endogenous growth theory and human capital theory respectively.
This result supports the previous empirical studies’ findings (S. H. Wani, 2022'%; T. K. Kerebana
& 1. J. Krama, 2021'%; R. A. Intisar et al. 2020%°). The implication of positive relationship
between trade liberalization and economic growth is that the elimination of tariff and non-tariff
barriers from the free flow of goods and services between SSA countries an Q{ev of the
world has paved way for increased efficiency and specialization, access to interndtional markets,
attraction of foreign direct investment, increased competition and im@tl , lower prices and
increased consumption, creation of jobs, reduced poverty, intggratign into the global economy

and encouraging domestic firms to become more competit Q‘ fic implication of positive effect

of human capital development on economic growt

'f@investmen‘[ in education, health and

skills development by governments of SS ies on their workforce tends to boost
productivity, and consequently higher rate @nomic growth in the region.

Similarly, net foreign direct in\é@ t (NFDI) exerts a statistically significant positive
relationship with economic g@at the estimated 0.00 (1%) critical level, other things remain
equal. A one unit cha@net foreign direct investment results in 2.035275 units change in

[ ]
economic growtl‘. T{‘%'

barriers to @ational trade attracts foreign direct investment into SSA countries which

résult is in line with theoretical expectation and implies that reducing

positiv\{&ﬂpacts on economic growth in these economies by fostering capital formation and
infrastructure development, technology transfer, knowledge spillovers, increased productivity,

increased competitiveness and innovation, job creation and human capital development.

The empirical results also showed that government total expenditure on education (GTEE) and

government total expenditure on health (GTEH) have statistically insignificant negative
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associations with economic growth, ceteris paribus. A one unit change in government total
expenditure on education and government total expenditure on health would result in 1.903478
and 1.373500 units’ reduction in economic growth. This contracts with the expectation that
investing in human capital through education and healthcare should lead to a more productive
workforce and, consequently, economic growth. The implication of negative associations among
government total expenditure on education, government total expenditure ﬁlth and
economic growth is that increased spending in these sectors might not translate intd the expected

economic benefits, potentially due to factors like corruption an@i anagement, low

institutional quality, ineffective policy implementation ant e%slve focus on recurrent

spending. Q

The empirical findings further showed that go@en‘[ capital formation (GCF) has a
statistically insignificant negative relationsh@conomic growth, ceteris paribus. This can
be interpreted as a one unit change in &%nment capital formation would lead to 81621678
units’ reduction in economic gro@f?hich is contrary to a-priori theoretical expectation. A
negative relationship betwee@s capital formation and economic growth in SSA countries
suggests that increased 'ngment in capital assets like infrastructure and machinery may not
lead to the expec@

negative rehip could be due to inefficient investment, infrastructure deficiencies,

in economic output, potentially hindering long-term development. The

inadeq‘u{t}gﬁnancial systems, weak governance, corruption and unstable macroeconomic

environments.

From the table, labour force (LABF) has a statistically significant negative impact on economic
growth, all other things being equal. A one percent change in labour force would result in

292.8021 percentage reduction in economic growth. The negative relationship between the
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dependent and independent variable implies that a larger, more active labour force may not
translate into higher economic output, potentially due to factors like low productivity or skills
mismatch, hindering overall development. There is need for SSA countries to focus on skills
development, promote inclusive growth, diversify their economies, invest in infrastructure and
promote women’s labour force participation to change the narrative. Similarly, secor&y school

ceteris paribus. This result is not in conformity with a-priori theoretical tion. A one

enrolment rate (SSER) exerts a statistically insignificant negative effect on ec ic*growth,

percentage change in secondary school enrolment rate would 1%(@!876541 percentage

reduction or decline in economic growth. The implication of the ‘megative relationship is that

lower enrolment rates, rather than higher ones, are associa@éeconomic growth, potentially

due to factors like low school quality, low institutg@ality, political instability, corruption
O

O

Another predictor that affects economic @h negatively with a statistical significance of 0.00

and other economic predicaments.

(1%) critical value is infant mort@gfg\te (IMR). The result can be interpreted as a one unit
change in infant mortality rahé@d lead to 1.613678 units’ reduction in economic growth. This
result is in conformi Qh a-priori theoretical expectation, which suggests a negative
relationship bet\a@ imulus and outcome variable. A negative relationship between infant
mortality ra%@* economic growth in SSA countries implies that as economic growth increases,
infantwgﬁty rates tend to decline, suggesting that economic development can improve child
health outcomes. The mechanisms through which economic growth can lead to improvements in
various factors that positively impact infant health include increased access to healthcare,
improved living conditions, increased food security, increased levels of education and awareness

about maternal and child health.
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The empirical findings also indicate that inflation rate exerts a statistically significant negative
relationship with economic growth, ceteris paribus. A one percentage change in inflation would
result to 88942947 percentage increase in economic growth. This is contrary to a-priori
theoretical expectation which suggests a negative relationship between inflation and economic
growth. The implication of the adverse relationship between these variables in SSA countries is
that higher inflation rates tend to be associated with slower economic growth, po e@ll leading
to increased poverty and instability. In order to promote sustainable ecorQnJggrowth, SSA
countries need to prioritize policies that control inflation and creatle macroeconomic
environment.

The Arellano and Bond first order serial correlation test with the probability value of
(0.9999) and second order serial correlation test @th the probability value of (0.9996)
used in dynamic panel data models indicates th null hypothesis must be accepted which
states that there is no first order and second }er serial correlations in the first differenced error
term. This implies that the residuals @ct serially correlated since the probability values of the
tests are higher than 0.05 (5%&@ddition, the Hansen J-statistic test of (15.65077) with the
probability value of (O.54@%hich is usually conducted to assess whether the over identifying
restrictions impo @eneralized method of moments model are valid or not reveals that the
null hypothesi hiu#

d be accepted. This implies that the instruments used are valid (exogenous)

and thQ/@’Qentifying restrictions hold.
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The factors inﬂueglg@conomic growth in both developing and advanced countries of the

5.1 Summary

world will cog{Q}) generate open discourse in the literature. Trade liberalization and human
capital de@@ment have been largely recognized as two of the main drivers of economic growth
recently.\Several studies have been conducted in the literature to examine the effect of these
variables on economic growth empirically across a broad range of economies. However,
different conclusions were made by these studies owing to the methodologies employed, sample
periods considered, the variables used as measurements of trade liberalization and human capital

development, and most importantly country-specific effects. It is worth mentioning that the
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linkage among these three variables have been examined empirically in other regions such as

Asian, Europe, America and others while Sub-Saharan Africa’s region has not been carried out.

Accordingly, the main objective of this research is to investigate empirically the links among
trade liberalization, human capital development and economic growth in Sub-Saharan African
countries for the period 2000-2022. In this study, the GDP growth rate is used a%)roxy of
economic growth, total trade to GDP as a measure of trade liberalization, while s, imports,
net foreign direct investment, gross capital formation, net migration and pét (SM&I development
assistance are other trade variables. Human capital development tors used are human
capital index, government total expenditure on education, rnment total expenditure on
health, primary school enrolment rate, secondary school en@ent rate, life expectancy rate, and
infant mortality rate. The first objective of the res@%was to analyze the influence of trade
liberalization on human capital developmeg{@’égA countries. The study found that trade
liberalization has statistically signiﬁcamﬁitive influence on human capital development in
SSA countries. The implication o%c?\ositive relationship between these variables is that the
adoption of trade liberalizati@most SSA countries has boosted human capital development
in the region via incre eggovemment revenue from SSA exports to foreign markets which
allows investme t.i}\ﬁcaﬁon, health care delivery and skills development, culminating in
human capi Qvelopment. In addition, trade liberalization encourages transfer of modern
techno}%% and managerial expertise from advanced foreign firms which can be adapted by
local firms, resulting in increased efficiency and productivity of domestic workers, and

ultimately human capital development.

In addition, imports (IMPT) and gross capital formation (GCF) have statistically significant

positive relationships with human capital development. This implies that importation of high-
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valued capital goods from international markets by SSA countries through trade liberalization
with advanced countries resulted in increased production of goods and services in the region
which affected economic growth positively, leading to acceleration of national incomes of these
economies, and eventually massive investment in human capital development. The findings also
revealed that net foreign direct investment (NFDI), net migration (NMGR) and net official
development assistance (NODA) all have positive relationships with human capi Q%@pment.
The positive impact of net foreign direct investment (NFDI) on human capital” development
implies that it promotes technology transfer, knowledge spillove@ creation, and the
development of skilled labour through training and new industri eading to higher overall
productivity and earnings and hence, human capital deve@e . Also, the implication of the
positive relationship between net official develop eyb%stance (NODA) and human capital
development (HCD) in SSA countries is that ade nding interventions being received from
advanced nations in key areas such as educ h}, healthcare and economic empowerment, which
collectively improve the skills, healt{@ overall well-being of populations in SSA developing
countries would lead to increas@%&ers’ productivity and consequently higher levels of human

capital development. Q

The second obj e@e study was to examine the effect of trade liberalization on economic
growth of bountries. The evidence from the econometric result revealed that there is a
positi\%\agf statistically significant relationship between trade liberalization and economic
growth in SSA countries. The implication of this result is that reducing trade barriers leads to
increased economic activity and prosperity. This can manifest in several ways, including
attraction of foreign direct, increased competition and efficiency, technology transfer and

knowledge spillovers, access to international markets, lower prices and increased consumption,
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and creation of jobs, resulting to increased output of goods and services, and hence accelerated
economic growth for the region. Furthermore, the estimated results also reveal that exports
(EXPT) has a statistically significant positive relationship with economic growth which is
consistent with economic theory. The implications of the positive association between these
variables suggests that increased exports lead to higher economic growth, and vice yersa. This
relationship is often described as export-led growth, where exports serve as Q&river of
economic expansion. The positive association between these variables als@ implies increased

GDP, creation of employment opportunities, foreign exchan @ngs, technological
é

advancement, improved living standards, attraction of foreign.direct investment and efficient

resource allocation. Q

\

In addition, net foreign direct investment (NFD%@nS a statistically significant positive
relationship with economic growth. This i’Qat net foreign direct investment positively
impacts economic growth in Sub-Saha@rican countries by fostering capital formation and
infrastructure  development, te@\g%gy transfer, increased productivity, increased
competitiveness and innovat@é) creation and human capital development, and consequently
high rates of economi }brth. Moreover, population (TPOP) has a positive and significant
impact on econ@

younger, anﬂb%cated population in Sub-Saharan Africa can positively drive economic growth

th in SSA countries. The implication of this result is that a larger,

by inch& the workforce, creating demand for goods and services, and fostering innovation
and technological advancement, ultimately boosting productivity and economic expansion but
only if coupled with investments in education and infrastructure. Conversely, imports (IMPT),
government capital formation (GCF) and labour force (LABF) have statistically significant

negative relationships with economic growth, Regarding negative imports’ coefficient, the
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implication is that high imports levels in Sub-Saharan African countries owing to removal of
trade barriers negatively impacted economic growth by straining the balance of payments,
leading to currency devaluation, and potentially hindering the development of local industries
that compete with imports. Moreover, net foreign direct investment enhances economic growth
by ensuring improvement of various kinds of capitals, and research and development. Through
means of technological transfer and its repercussions in the host SSA nation Qﬁnational
corporations can boost industrial production, improve human capital developmefit and enhance
cooperation on research and development. Regarding the positiv@t of net migration
(NMGR) on human capital development, it implies that removal of barriers allows massive
inflow of skilled migrants into SSA countries who can@ ute to economic growth and
innovation, while also potentially increasing retug@ucation and investment in human

®%

The third objective was to investigate. &&pact of human capital development on economic

capital in the destination countries.

growth in SSA countries. The empégﬂ\'esults indicated that human capital development exerts
a statistically significant pos@bpact on economic growth of SSA countries. The implication
of this result is that a &n of trade liberalization by SSA countries enables their export
products to be SQ:\}‘D th domestic and foreign markets, resulting in increased government
revenues which allows these countries to make investments in education, health care delivery
and sk}u&relopment of their workforce, culminating in increased productivity, innovation and
consequently accelerated economic growth in the region. Also, the positive association between
the variables also implies that elimination of trade barriers would result in higher output,
technological advancement, adaptability, improved standard of living and consequently higher

rates of economic growth. Among the human capital development variables included in the
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model, only secondary school enrolment rate (SSER) has a statistically significant positive
impact on economic growth. The implication of this result is that reducing barriers to
international trade leads to more exports to foreign countries, increased revenue of domestic
industries, and raises the salaries of domestic workers and their ability to enroll their children in
schools which have long run positive effect on economic growth. Moreover, countries with a
greater proportion of their population attending and graduating from schools ¢ %e faster
economic growth than countries with less educated workers. As a result, many cdtntries in SSA
provide funding for primary and secondary education to improve ec@n performance. The
estimated results also reveal that labour force (LABF), life expectan y rate (LER) and infant
mortality rate have statistically significant negative relat@l s with economic growth. The
negative relationship between labour force and eco om@owth in SSA countries suggests that
increases in labour force are associated w1t ]bgrowth which is counterintuitive to the
typical positive relationship expected. This can“arise from a combination of factors, including a
mismatch between the skills of the Gg\usorce and the demands of the economy, lack of
productive employment oppor@% lack of innovation and industrialization, and inefficient
resource allocation.. Sim@ the adverse relationship between life expectancy rate and
economic growth @ountrles suggests that lower life expectancy in the region might hinder
economic deV pment, potentially due to factors like reduced labour productivity, increased
health: ar@rgs low human capital development and creation of circle of poverty. Other
exogenous variables in the model such as government total expenditure on education (GTEE)
and primary school enrolment rate (PSER) have statistically insignificant negative relationships
with economic growth. The implication of this result is that many SSA countries have not been

utilizing effectively the increased revenues derived from exportation of their products to foreign
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countries owing to trade liberalization on adequate budgetary allocation to education in general,
and primary school education, in particular, leading to low human capital development and

adverse economic growth.

The fourth objective was to analyze the joint interaction effect of trade liberalization and human
capital development on economic growth of SSA countries. Empirical findings %led that
trade liberalization and human capital development jointly have a statist' significant
negative effect on economic growth in SSA countries. The implicatio&f S negative joint
effect of trade liberalization and human capital development on mic growth in SSA
countries is that the combined positive impact of these two Vas 1s less than the sum of their
individual negative effects, potentially hindering overall ec@ﬁc progress. This could manifest
as reduced efficiency gains from trade, limited c@%ty to adapt to new technologies, and
persistent poverty. Trade liberalization, w@fgerally beneficial, can exacerbate existing
inequalities and hinder growth in count.rL\K' ith weak human capital development.

The implication of positive rel.at@czetween trade liberalization and economic growth is that
the elimination of tariff @aﬁff barriers from the free flow of goods and services between
SSA countries aqd,&rest of the world has paved way for increased efficiency and
specialization; acgegy to international markets, attraction of foreign direct investment, increased
competiti@ innovation, lower prices and increased consumption, creation of jobs, reduced
pove y\ﬁltegration into the global economy and encouraging domestic firms to become more
competitive. The implication of positive effect of human capital development on economic
growth is that elimination of trade barriers increases government revenues due to the disposal of
exports goods at foreign markets which allows investment in education, health and skills

development to be made by governments of SSA countries on their workforce, thus raising
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productivity, and consequently higher rate of economic growth in the region. It also implies that
elimination of trade barriers attracts foreign direct investments from abroad, resulting in transfer
of modern technologies and managerial expertise from advanced countries which can be
mimicked by local workers in domestic firms in SSA countries, culminating in higher level of
human capital development. Similarly, net foreign direct investment (NFDI) exerts a statistically
significant positive relationship with economic growth. This result is in line @%oretical
expectation and implies that reducing barriers to international trade attfiacts™foreign direct
investment into SSA countries which positively impacts on economic @X‘[ in these economies
by fostering capital formation and infrastructure development, technology transfer, knowledge

spillovers, increased productivity, increased competitiven@ innovation, job creation and

human capital development. &Q

The empirical results also showed that gove@otal expenditure on education (GTEE) and

government total expenditure on hea‘l&GTEH) have statistically insignificant negative

associations with economic growt‘k@ﬁﬁg\con‘[racts with the expectation that investing in human

capital through education a@lthcare should lead to a more productive workforce and,

consequently, economi ggrth. The implication of negative associations among government
S

°
total expenditure<on§'d

that increase@nding in these sectors might not translate into the expected economic benefits,

tion, government total expenditure on health and economic growth is

potentt lgdue to factors like corruption and mismanagement, low institutional quality,
ineffective policy implementation and excessive focus on recurrent spending. The empirical
results also revealed that exports (EXPT) and imports (IMPT) have statistically insignificant
negative relationships with economic growth which is inconsistent with economic theory. A

negative relationship between exports and economic growth suggests that lower exports might be
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associated with slower economic growth due to non-diversification of export products and
uncompetitive nature of export sector leading to export price volatility and lower export revenues.
Similarly, the adverse relationship between imports and economic growth implies that higher
imports might be associated with slower economic growth due to trade deficit and over-reliance
on imported goods, making SSA countries vulnerable to global price ﬂuctuationT supply

S

The empirical findings further showed that government capital fw‘[ (GCF) has a

disruptions.

statistically insignificant negative relationship with economic gr@ich is contrary to a-
priori theoretical expectation. A negative relationship betu@gross capital formation and
economic growth in SSA countries suggests that increas@nvestment in capital assets like
infrastructure and machinery may not lead to the e%%l boost in economic output, potentially
hindering long-term development. The ng@b relationship could be due to inefficient

investment, infrastructure deﬁciencie&@gdequate financial systems, weak governance,

corruption and unstable macroecm@fc?nvironments.

The negative relationshi;@e\n labour force and economic growth implies that a larger, more
active labour force‘r@t translate into higher economic output, potentially due to factors like
low productivi (gskllls mismatch, infrastructure deficit, unattractive remunerations, hindering
overall deQ%ment. There is need for SSA countries to focus on skills development, promote
inclusiv\egrowth, diversify their economies, invest in infrastructure and promote women’s labour
force participation to change the narrative. Similarly, secondary school enrolment rate (SSER)
exerts a statistically insignificant negative effect on economic growth, ceteris paribus. The

implication of the negative relationship is that lower enrolment rates, rather than higher ones, are
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associated with slower economic growth, potentially due to factors like low school quality, low

institutional quality, political instability, corruption and other economic predicaments.

Another predictor that affects economic growth negatively with a statistical significance of 0.00
(1%) critical value is infant mortality rate (IMR). This result is in conformity with a-priori
theoretical expectation, which suggests a negative relationship between the stimulus and
outcome variable. A negative relationship between infant mortality rate and ec@Q@ growth in
SSA countries implies that as economic growth increases, infant mortal'y&ragftend to decline,
suggesting that economic development can improve child health ® % es. The mechanisms
through which economic growth can lead to improvements @arlous factors that positively
impact infant health include increased access to healthsare, improved living conditions,

increased food security, increased levels of educat% awareness about maternal and child

health. ®%

The empirical findings also indicate t@tion rate exerts a statistically significant negative
relationship with economic grp@eris paribus. The implication of the adverse relationship
between these variables @:ountries is that reduction of trade barriers makes SSA export
products more expgr&han the imported ones from developed countries that enjoy lower rate
of inflation. he(g)ocal industries cannot compete favourably with well-developed foreign
industries@%
local 1%6

tries, low investment, and consequently, slower rate of economic growth. Higher

ng into reduced demand for locally produced goods, dwindling revenues for

inflation rates tend to be associated with slower economic growth, potentially leading to
increased poverty and instability. In order to promote sustainable economic growth, SSA
countries need to prioritize policies that control inflation and create a stable macroeconomic

environment.
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5.2 Conclusion

The study investigated the links among trade liberalization, human capital development and
economic growth in SSA countries over the period of 2000 to 2022. Empirical findings revealed
that trade liberalization exerted a statistically significant positive relationship wit capital
development in SSA countries. Specifically, imports, gross capital formatio(/@reign direct
investment, net migration, and net official development assistance, al &positive impacts on
human capital development while exports had statistically signiﬁ(x%egative relationship with

human capital development in SSA countries during the revj eriod.

Furthermore, empirical evidence from the econom ri@ﬂts revealed that there is a positive

and statistically significant relationship betv@ e liberalization and economic growth in

SSA countries. The implication of this re@ that reducing trade barriers leads to increased
o 5\'

economic activity and prosperity. F,@Mplicity sake, exports, net foreign direct investment,

total population and inﬂation'n@tn:fluenced economic growth positively while imports, gross

capital formation and labN@%e impacted economic growth negatively.

.
In addition, em@ults from the study also indicated that human capital development
exerted a s%@ally significant positive effect on economic growth in SSA countries. For
clariﬁ&& human capital index, secondary school enrolment rate and inflation rate have
significant positive impacts on economic growth while government total expenditure on
education, government total expenditure on health, primary school enrolment rate, labour force,
life expectancy rate and infant mortality rate exerted negative impacts on economic growth. The

interactive effect of trade liberalization with human capital development on output growth was
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negative and statistically significant. Although, each of these variables exerted positive influence
on economic growth individually but collectively, they impacted negative influence on economic

growth in SSA countries.
5.3 Recommendations

In order to enhance economic growth in Sub-Saharan African countries, the fo policy

measures are recommended to improve both trade liberalization and human cﬁi@evelopment:

a. The governments of SSA countries should invest massivel @ucation and skills
development, particularly in areas related to the needs of a %1 and globally integrated
economy. This includes strengthening vocational trai programs, promoting science,
technology, engineering, and mathematics (STEM Q%Qﬁon, and ensuring access to quality
education for all citizens. Additionally, gove@s ould implement policies that support the

transition of workers from declining sect§t0 more competitive industries, through retraining

programs and social safety nets. \cg\

W

b. There should be imple @on of complementary policies that address potential challenges
and enhance the benefi ;ﬁrade liberalization by SSA countries. This includes strengthening
domestic revenu@bSﬂi ation, investing in infrastructure, and providing targeted support for
small and enterprises (SMEs) to mitigate the negative impacts of increased competition.

Additi&\& fostering regional cooperation through frameworks like the Central African

Economic Community (CEMAC) can enhance intra-regional trade and economic stability.

c¢. There should be prioritization of investments in quality education and skills development,
while also ensuring these investments are free from corruption and implemented effectively by
SSA countries. This includes expanding access to secondary and higher education, enhancing the
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quality of education through teacher training and curriculum development, and promoting

vocational training programs that align with labour market needs.

d. Governments of SSA countries should prioritize trade liberalization alongside investments in
quality education and skills development alongside trade liberalization. This means focusing on
enhancing the skills and knowledge of the workforce to effectively participate in& benefit
from increased international trade. SSA governments should invest in educa@?ystems that
equip citizens with the skills needed for a globalized economy. This incl esgsfdtional training,
technical skills development, and higher education focused on ar vant to international
trade and technological advancements. Also, reduction of tbarriers (tariffs, quotas, and

embargo) can boost economic growth by increasing co@ition, fostering innovation, and

improving access to global markets. &Q

e. Another recommendation that will enable@ countries to maximize the positive impact of
trade liberalization and human capital&&lo ment on economic growth is massive investment
in trade infrastructure and teclln@mprovement in trade infrastructure reduces logistic costs,
enhances trade efﬁcienc%@romotes regional connectivity. The unavailability of critical
infrastructure in ng&Saharan African countries necessary for attraction of local and foreign
investors has e&aﬁversely affecting their rates of economic growth. Also, there should be
encourag@ of investment in research and development that can help SSA countries innovate
and adap¥’to new technologies, further enhancing their competitiveness in the global market.
Thus, for these economies to experience rapid economic growth, there should be massive
investments in infrastructural development such as construction of roads, provision of
uninterrupted power, communication, railways, airports, pipe-borne water and others that have

caused many multi-national corporations to leave these countries.
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f. Another recommendation by this study is that Sub-Saharan African countries should ensure
that there exists sound macroeconomic stability that will foster positive economic growth by
creating a predictable and stable environment for businesses and investors. This stability reduces
uncertainty, encourages private investment, and supports overall economic activity. Specifically,
stable inflation, low interest rates, and a stable exchange rate can boost growth by, making it
cheaper to borrow, and more predictable for businesses to plan long-term invest @or these
economies to continue to experience high rates of economic growth, a sound fffacroeconomic
stability is key. This will make it possible for these countries to attract@iomestic and foreign
investments. Investors are less likely to invest in countries with highynflation, volatile exchange
®

rates, or unpredictable government policies. Econome dence suggests that private

investment is significantly and negatively inﬂujn@ uncertainty and macroeconomic

instability. In addition, a stable exchange rat en% ges international trade and foreign direct

investment, which are key drivers of eco Ehc growth in Sub-Saharan African countries. In
°

essence, macroeconomic stability v@eate a fertile ground for economic growth in SSA

countries by reducing uncerta@&-lcouraging investment, and supporting overall economic

activity. QQ

g. Sub-Saharan <A® countries should establish strong institutions that promote good

governance arency, and the rule of law that are vital for creating a stable environment for

both trﬁ{e%d human capital development.

5.4 Contributions to Knowledge
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1. This study made significant contribution to knowledge by examining the interaction effect of
trade liberalization and human capital development in Sub-Saharan African countries in order to
find out whether high level of human capital development will make trade liberalization have a
better significant impact on economic growth in these economies. The study found from
empirical analysis that trade liberalization affects economic growth more significantly when
there is high level of human capital development in these countries. Due to t Q%level of
human capital development in Sub-Saharan African countries as evident from tli¢"data released
by World Development Indicators (WDI) for this variable, the empiriz@&sdt of the joint effect
of trade liberalization and human capital development showed a statistically significant negative

impact on economic growth for this region. It is this a this study makes significant
contribution. ; be

2. The theoretical literature holds the ViGV@%man capital development is important in
determining the impact of trade liberaliz<{' on economic growth. In other words, the extent of
the impact of trade liberalization @Qcanomic growth depends on the level of human capital
development in the count @fore, by investigating the links among trade liberalization,
human capital develop §and economic growth, this study had been able to validate this

[ ]
theoretical assert@ se using empirical data from the Sub-Saharan African countries, it was

observed th, level of human capital development affects the effect of trade liberalization on

econokﬁ&)wth.

3. The level of human capital development goes a long way in influencing the rate of economic
growth of any country. It is this light that this study investigated how human capital development

level in SSA countries has impacted on their rates of economic growth. This study made its
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contribution to knowledge in this area as just a few studies have attempted to examine this

combination. The few studies in this area are country-specific.

4. Another area where this study has made significant contribution is in methodology. The
existing studies in this area, even though they are country specific, have never employed Pooled
Ordinary Least Squares (POLS), Fixed Effects Model (FEM) and Generalized%thod of
Moments (GMM) in estimating the parameters of their models. This st @ized these
techniques in estimating the parameters of the four models developed fo%gffning the impact

of trade liberalization and human capital development on econ%@owth in Sub-Saharan

African countries. Q

5. The empirical results obtained from this study woul Qﬁst governments of SSA countries in
policy formulations in respect of trade liberalizatj man capital development and economic
growth. This is crucial for attracting do e?&nd foreign investments needed to accelerate
economic growth in this region. Thié_%@xh that SSA countries have to ensure the effective
implementation of policies that % promote trade liberalization such as reduction in tariffs
and eliminating non-tari@; promoting regional trade integration through the formation of
regional trade agree@ to foster trade and investment within the region; diversification of
their econom*%gavigating beyond heavy reliance on exportation of raw materials and
commodi@to higher-value-added sectors like manufacturing, technology and services. These
countré/would also implement policies to promote human capital development such as
prioritization of education, healthcare, and skills development to enhance workforce quality and
productivity. This area has not been extensively researched into, especially in SSA countries.
This study is making a significant contribution in this aspect, in order for the government
authorities in these countries to put in place reasonable measures that will promote trade
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liberalization as well as measures that will improve human capital development. Consequently,

there will be acceleration in their rates of economic growth if this is done.
5.5 Suggestions for Further Studies

This study investigated the effect of trade liberalization and human capital development
(focusing on total trade to GDP ratio, exports, imports, net foreign direct inveQA{s, gross
capital formation, net migration, net official development assistance, in@rate, human
capital index, government total expenditure on education, govern &)tal expenditure on
health, primary school enrolment rate, labour force, total populatidir=life expectancy rate, infant
mortality rate and secondary school enrolment rate) on eco owth in Sub-Saharan African
countries. Since there are other measures of trade libera@ion and human capital development
apart from the ones employed in this study, the rs&@her suggests further research in this other

indicators of trade liberalization and human CNQ development on economic growth.

-

Methodologically, further research c&‘ﬂb& carried out on the impact of trade liberalization and
human capital development'@%E-Saharan African countries using different estimating
techniques such as Tw@e Least Squares (TSLS), Vector Auto Regression (VAR),
Autoregressive Dc'tg@ Lag Model (ARDLM) which are different from the Pooled Ordinary

Least Squares@OL ), Fixed Effects Model (FEM) and Generalized Method of Moments (GMM)
estima@niques employed by this study.

In terms of data utilization, this study made use of both cross-sectional and time series data and it
focused on forty five (45) countries in SSA region. Further research can be carried out using the
case of a single country like Nigeria, Mauritius, Seychelles, South Africa, Ghana, Mozambique

or any other country of interest or examining two countries in a comparative manner to carry out
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an in-depth case study. This will enable the researcher to see what the outcome of the study
would look like and will entail using only time series data. The one-country or two-country study

would be country-specific unlike the result that borders on the combination of countries.

Lastly, another suggested area in which further research can be done is in the area of
investigating the effect of trade liberalization on national income. This is imperativr&order to
find out empirically whether elimination of tariffs and non-tariff barriers on int@%al trade in
a country has any significant effect on its national income. It is ex%&d‘eoretically that
exposure of a country’s goods and services to international mark@ have positive effect

on her national income because of increased demand of suc ducts both domestically and

internationally. Q
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Appendix 6\
- S
Appendix 4a 0

Presentation of Panel Ordinary Least Squares Regres“&l ;esult (Model 1)

&Z}
Dependent Variable: HCDI \Qrb

Method: Panel Least Squares . ,&

Periods included: 23 %

Cross-sections includeds@Q
Number of Obs@ 852

Variable rb Coefficient Std. Error t-Statistic Prob.

HCDIty 0.985532%** 0.002274 433.4134 0.0000
TLIB 6.269582 1.13E-05 0.554664 0.5793
EXPT 2.182826 1.92E-05 1.136952 0.2559
IMPT -1.807382 1.66E-05 -1.091265 0.2755
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NFDI 1.230484 1.12E-13 1.103672 0.2701
GFCF 3.333686* 2.58E-05 1.293909 0.1961
NMGR 6.651989%* 3.37E-09 1.970984 0.0491
NODA -2.174526 2.66E-13 -0.818270 0.4134
C 0.011483 %+ 0.001132 10.14370 0.00&
P~
R-squared 0.997111 Adjusted  R- | 0.997084 @{1 224586
squared « ( W)
- — TR S
F-statistic = | Pro(F-statistic)= ( )
36372.48 0.000000 0 %

Note: ***p<0.01, **p<0.05, *p<0.10. The asterisk values ify significance of the estimated

Presentation of Panel Fixed Effect Model R\K@’%/lodel 1)

parameters and F-statistics. Appendix 4b

Dependent Variable: HCDI

Method: Panel Least Squar ¥ A
Periods included: 2&

N\

Cross-sectioninclided: 45

O

Numb‘o&/ bservations: 852

Variable Coefficient Std. Error t-Statistic Prob.
HCDI(-1) 0.941916%*** 0.005205 180.9478 0.0000
TLIB 1.391166 1.92E-05 0.072297 0.9424
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EXPT -4.083251 3.35E-05 -1.219612 0.2230
IMPT -1.293376 3.64E-05 -0.355689 0.7222
NFRDI 1.831760% 1.22E-13 1.500446 0.1339
GFCF 0.000100%** 3.84E-05 2.612062 0.0092
NMGR 8.117483*x 3.56E-09 2.277581 0.0230
"2
NODA 3.761953 5.44E-13 0.690696 Q@Q
|
C 0.033385%** 0.002758 12.10611 « \0.0000
R-squared = | Adjusted R- | DW =1.433133 | F-statisti ( ):‘ Prob(F-statistic)
0.997637 squared = 69%6% = (0.00000%**
0.997492 Q
O\
o

Note: ***p<0.01, **p<0.05, *p<0.10 signih@ﬁvcance of the estimated parameters and F-

statistics &
. \'

Appendix 4c¢ %

Presentation of Two-StQ‘%\rence (GMM) Estimated Result (Model 1)
Dependent Vari@Dl

Method: T@ep Difference Generalized Method of Moments

Periods included: 23

Number of Cross-sections included: 45

Number of Observations: 801
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Variable Coefficient Std. Error t-Statistic Prob.

HCDI(-1) 0.934824%** 0.003837 243.6036 0.0000

TLIB 1.210697** 6.044206 2.004887 0.0453

EXPT -4.920651** 2301105 -2.140437 0.0326

IMPT 5.173297%** 1.990205 2.599408 o.og

P - N
NEDI 1.880209%* 1.412113 1.329677 1 ‘L%to‘
L

GFCF 0.000321 %% 2.914405 11.02476 « 9.0000

NMGR 4.860226* 3.582209 1.3594 Q T 01744

NODA 5.813689 6.277113 0@5% 0.3539
-\

J-statistic= Pro(J-statistic)= Instrument rank =‘\)

37.68040 0.304531 42 &89 '

N T .
Note: ***p<0.01, **p<0.05, *p<0.10. The as%ﬁralues signify significance of the estimated
parameters, a J-statistics and the validity of the instruments in the Hansen over-identifying

restriction OIR test &(—)\
R\

Appendix 4d QQ\
Panel Ordinary Ezj\‘@luares Estimated Result (Model 2)

Dependent%élble: GDP

Meth(h.\lanel Least Squares
Periods included: 23
Number of Cross-sections included: 45

Number of Observations: 844
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Variable Coefficient Std. Error t-Statistic Prob.
GDP(-1) 0.777817%** 0.015662 49.66405 0.0000
TLIB 55768052.09* 42848352 1.301522 0.1934
EXPT 1.484971%** 64689479 2.285529 0.0225
IMPT -1.085093* 67234251 -1.601132 0&097
NFDI 3.165830%*** 0.454482 6.965801 Y0000
-
GFCF -2.329912% 94278656 -2. 456%\ ) ,70.0142
LABF 78.32237 375.8779 0. o@ 0.8350
POP 328.1426%* 157.5520 082757 0.0376
P\
INFR 1507544 7925659 \) 0.190211 0.8492
C -4.674828 2.51E-09 6’6\ -0.186309 0.8522
R-squared = | Adjusted R- | F- statlstﬁo 551.7058 | DW =
0.856191 squared = .Ps@atlstw) =0.000000 | 0.615397
0.854639 ﬂc)\

\
Note: ***p<0.01, **p<0.05§§.10 signify significance of the estimated parameters and F-

statistics

Appendix 4e

-
60

Panel Fi@fect Model Result (Model 2)
Dependent Variable: GDP
Method: Panel Least Squares

Periods included: 23
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Cross-sections included: 45

Number of Observations: 844

Variable Coefficient Std. Error t-Statistic Prob.

GDP(-1) 0.585074%** 0.026601 21.99449 0.0000
\

TLIB 51714299 44883626 1.152186 OQ’?&

N
EXPT 2.319552%** 71913932 3.207939 Q\Q..dom
"
IMPT -1.634618** 78547954 -2.0810 "\ 0.0378
A\ W
NFDI 1.757985%* 0.308998 5.68% 0.0000
O\

GFCF -1.357876* 91021304 <3\.dz936 0.1385

LABF -2651.320%** 701.56401 >\,b‘ -3.779156 0.0002

POP 2544 374%*%* 291.5545&? 8.726926 0.0000

N
INFR -18781860%** 5301709 -3.542605 0.0004
o X
C -1.459224%:%:% (_, 91E-09 -4.984471 0.0000
n\‘
R-squared = | Adjusted R@)ﬁ-&d F-statistic = | DW = 1.12414
0.945169 =o.9:@ 256.9416 Pro(F-
<g @ statistic) =
6*’ 0.000000%*

Note: **@bl, **p<0.05, *p<0.10 signify significance of the estimated parameters and F-

statistics
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Appendix 4f

Two-Step Difference Generalized Method of Moments Result (Model 2)

Dependent Variable: GDP

Method: Two-Step Difference Generalized Method of Moments

Periods included:

23

Cross-sections included: 41

Number of Observations: 788

N

S\
R
O

S

Variable Coefficient Std. Error Statistic Prob.
NN
GDP(-1) 0.573317%** 0.000893 1 641.8738 0.0000
O

TLIB 2.365332 %% 138@ 17.03249 0.0000

EXPT 5.7723353%*3* N 4874 36.16682 0.0000
{(’\

IMPT -5.461207%%** %\ 19281533 -28.32351 0.0000

AN
NFDI 1.8802\‘5%@&‘ 0.016526 113.7734 0.0000
GFCF 3&@9‘4*** 35233275 -11.29157 0.0000
0\
LABF \$T37.808*** 94.31298 -43.87315 0.0000
POP ’bv 34(07.562%%* 100.0694 34.05198 0.0000
@

INFR WV 11104110%** 3016514 3.681106 0.0002

J-statistic = | Pro(J-statistic) = | Instrument rank =

36.73328 0.299896 42
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Note: ***p<0.01, **p<0.05, *p<0.10. The asterisk values signify significance of the estimated
parameters, a J-statistics and the validity of the instruments in the Hansen over-identifying

restriction OIR test
Appendix 4g

Pooled Ordinary Least Squares Result (Model 3)

\\
&
/\
O
D

QO

2
&

Dependent Variable: GDP

Method: Panel Least Squares

Periods included: 23

Cross-sections included: 45

Number of Observations: 438

S

Variable Coefficient éﬁ?\!n’or t-Statistic Prob.

GDP(-1) 0.985374**’5\ /0.014313 68.84486 0.0000
HCDI 1.61156;Q’Q‘ 1.69E+10 0.954870 0.3402
GTEE (-1 7\028%6 4.00E+08 -0.447124 0.6550
GTEH E}MZS@ 4.01E+08 0.510046 0.6103
PSER\%% -22455556 34541375 -0.650106 0.5160
SSER 55561527 50863193 1.092372 0.2753
LABF 212.9756** 96.91873 2.197466 0.0285
LER -94381812 1.14E+08 -0.831145 0.4064
IMR 28268624 37825493 0.747343 0.4553
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INFR 1.169366* 74015108 1.563109 0.1188

C -5.720817 1.41E+10 -0.405670 0.6852
F-statistic =~ = | Pro(F-statistic) = | DW = | R-squared = | Adjusted R-
2390.713 0.000000%** 1.657986 0.982453 squared=0.982042

Note: ***p<0.01, **p<0.05, *p<0.10 signify significance of the estimated param& and F-

Appendix 4h /\Qj
Panel Fixed Effect Model Result (Model 3) %

statistics

Dependent Variable: GDP Q

Method: Panel Least Squares b’b
O

Periods included: 23 @
Cross-sections included: 45
&

Number of Observation%@

Variable ,(\‘Ql\%ient Std. Error t-Statistic Prob.

GDP(-1) 6 .‘ 96261 *** 0.027562 28.88946 0.0000
HCDI\;Q% -5.715029 5.66E+10 -0.100862 0.9197
GTEE -3.762678 6.63E+08 -0.567125 0.5710
GTEH -1.670451 6.55E+08 -0.254474 0.7993
PSER 1.067569 81456046 1.299789 0.1944
SSER 92179009 1.11E+08 0.830374 0.4068
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LABF -547.7242 505.9238 -1.082622 0.2797
LER -4.493913 7.06E+08 -0.636131 0.5251
IMR -91483089 1.03E+08 -0.886157 0.3761
INFR 1.327532* 85493762 1.543684 0.1235
C 3.809391 4.83E+10 0.786934 0.43&
R-squared = | Adjusted R- | F-statistic Pro(F-statistic) @% 1.715779
0.985753 squared = | 535.5440 =0.000000%*** (J
0.983913 6\

Note: ***p<0.01,

statistics

Appendix 4i

*#p<0.05, *p<0.10 signify significance of,

Q

Dependent Variable: GDP

N\
O
’Z}b

Two-Step Difference Generalized Metho N)ments Result (Model 3)

X
N\
Q;\")

Method: Two-Step Diffeg@eneralized Method of Moments

Periods included': -2@

Cross—sectig@kluded: 45

Numb}M Observations: 302

estimated parameters and F-

Variable Coefficient Std. Error t-Statistic Prob.
GDP(-1) 0.798521 *** 0.000444 1799.438 0.0000
HCDI 1.202196%** 5.672208 21.13228 0.0000
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GTEE -84042161 1.862208 -0.452196 0.6515

GTEH -6.728606*** 44660041 -15.06628 0.0000
PSER -9113143 9806688 -0.929278 0.3635
SSER 2.825608*** 6648207 42.39497 0.0000
LABF -1850.255%** 57.60066 -32.12212 0.0@
P N
LER -3.02344 5%+ 45831069 -65.96933 00"
A
IMR -4.114316%** 9717913 -42.28718 .0000

A

INFR 1.964273%%%* 5611313 35.00530 ~ 10.0000

J-statistic = | Prob(J-statistic) = | Instrument rank = O\

27.98673 0.465151 38 <D

Note: ***p<0.01, **p<0.05, *p<0.10. The asterisk&@ signify significance of the estimated

parameters, a J-statistics and the validity 0{6 struments in the Hansen over-identifying

restriction OIR test . ,\%

Appendix 4j

Panel Ordinary Least S@Estimated Result (Model 4)
Dependent Vari@P

Method: a@east Squares

Periods included: 23
Cross-sections included: 45

Number of Observations: 380
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Variable Coefficient Std. Error t-Statistic
GDP(-1) 0.684591*%** 0.023972 28.55740
TLIB 1.621040%%** 3.324408 4.875552
HCDI 2.524280%** 5.253410 4.809413
GTEE -2.513880%** 9.536208 -2.636673
GTEH 5.504429%** 8.705608 6.326181
INT -3.152930*** 6.704208 -4.707590 &,
EXPT 3.622554% 1796708 2.02@ N
IMPT -6.451033%** 1.465808 @B&s
NFDI 2.918773%** 0.547328 <Q}?a2770
GFCF 2.324549 1.947208 6’6\ 1.200035
LABF 1352.800%** 215. 5(60’ 6.264519
PSER -2.707973 . ,&5582 -3.931003
SSER 3.214199 %’\%1 287708 2.508451
- N -
LER 3.13il 1{2® 2.065408 1.523363
IMR 71047641 72963266 0.973745
INFR i 9572 1.465308 0.528444
\
C ’bQ -1.132857 3.068510 -3.701675
R-squétici:(b Adjusted R- | F-statistic DW = 0.294803
0.915911 squared =|247.1156
0.912204 Pro(F-statistic) =
0.000000%***
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Note: ***p<0.01, **p<0.05, *p<0.10 signify significance of the estimated parameters and F-

statistics
Appendix 4k
Panel Fixed Effect Model Estimated Result (Model 4)

Dependent Variable: GDP

Method: Panel Least Squares

Periods included: 23

Cross-sections included: 45

Number of Observations: 380

Q

O

N\
é’b
O

Variable Coefficient Std, Eteor t-Statistic Prob.
R
GDP(-1) 0.746748%** c_}mgms 26.43857 0.0000
o\
TLIB 1.915808 « A‘U 2.513608 0.761763 0.4468
HCDI 1 952@ 4746810 4.105207 0.0001
GTEE @9\08 7.075308 0.311465 0.7556
GTEH 6 =1.255709* 6.994208 -1.782919 0.0756
o\
INT \?JU’ -8.025508* 4.987708 -1.608871 0.1086
EXPT 4.085408%** 1.433508 2.855961 0.0046
IMPT -2.726408%* 1.365408 -1.998000 0.0466
NFDI 1.576538%%** 0.275709 5.718126 0.0000
GFCF 2.486608* 1.395608 1.784621 0.0753
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LABF 3809.639%** 383.0773 9.944831 0.0000
PSER -21497684 76188145 -0.282166 0.7780
SSER -2.432508** 1.139408 -2.147095 0.0325
LER -5.564408%** 1.715808 -3.257816 0.0012
IMR 1.324408* 73062170 1.800890 0.072&
INFR 1.7386** 84693734 2.041775 &ﬁ\{o N
C -7.378710%* 3.034410 -2.433887 &(_0/ 155
R-squared = | Adjusted R- | F-statistic = | Prob(F- t@c)‘ DW = 1.414556
0.983579 squared = | 338.3773 = @%***
0.980673 ‘Q

O\
Note: ***p<0.01, **p<0.05, *p<0.10 signify sign%@c of the estimated parameters and F-

statistics @

Appendix 41 . %
D

Two-Step  Differenc Qeneralized Method of Moments Estimated Result

(Model 4) Q:\\'

Depender&@ble: GDP

Method: Two-Step Difference Generalized Method of Moments
Periods included: 23

Cross-sections included: 45
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Number of Observations: 247

Variable Coefficient Std. Error t-Statistic Prob.
GDP(-1) 0.822869*** 0.005202 158.1968 0.0000
TLIB 5.653208% 3.225108 1.756172 0.0804
HCDI 1.2355] 1 %** 4.224610 2.904760 O.QQ&
GTEE -1.909347* 1.094409 -1.737116 ( 37
GTEH -1.313500%* 7.374308 -1.782976 0.0759
O\
INT -1.448183*** 4.975208 -2.893%3\&\) 0.0042
V _ N
EXPT -79070662 94679439 -05835141 0.4045
IMPT -1.610664 1.276408 Q\M623 18000 0.2081
.
NFDI 2.035275%** 0.029120 G’b 69.89237 0.0000
GFCF -81621678 1.21 - -0.675489 0.5000
o\
LABF -292.8021 ) @, 98 -0.481060 0.6309
e
PSER 67860363 % 91430984 0.742203 0.4587
SSER -74876 }< §§ 1.243308 -0.603662 0.5467
AN
LER .2 075 3.305408 0.090465 0.9280
N\
IMR (@19841*** 60353551 -2.673708 0.0080
INFR ’bv 88942947 ** 39079631 2.275941 0.0238
<
J-statistioy” = Pro(J-statistic) = | Instrument rank
15.65077 0.548713 =33

Note: ***p<(.01, **p<0.05, *p<0.10. The asterisk values signify significance of the estimated
parameters, a J-statistics and the validity of the instruments in the Hansen over-identifying

restriction OIR test
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