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Abstract

Nigeria is seen as a country where the issue of illicit capital flight and emigration of
professionals threatens the growth and development of the country, as a result of weak
institutional qualities. With these, the growth prospects of the economy are hindered. The
objective of the study is to analyze the relationship among capital flight, institutional
qualities and economic growth in Nigeria, between 1986-2022. The study relied on
annual secondary data, sourced from the World Bank Development Indicator, (2022),
Central Bank of Nigeria Statistical Bulletin (2022) and Annual Abstracts of Statistics, and
Bureau of Statistics (2022). Descriptive Statistics, such as graphs were employed to
examine the trend of the variables employed. Autoregressive Distributed Lag (ARDL)

on economic growth. The trend analysis showed upward and downward
findings from the study suggest that capital flight contributed to the decli
growth, when there are weak institutional qualities, during the study period\The unit root
test revealed the stationarity properties at level, while others are at difference. The
cointegration test revealed that long-run relationship existed amo variables, and it
has negative impacts on economic growth. The study conclude capital flight have
negative effect on economic growth in Nigeria, due to weak™stitutional qualities. The
study therefore recommended that government should licies and programmes
that retain and attract skilled individuals, as they are val assets for nation-building.
Monitoring trends in physical capital flight is essentiQu order to reduce capital flight
and promote economic growth. Also, institutiona 1ties need to be studied, so as to
identify areas in need of reform and guide effor% engthen the institutions.

Keywords: Physical Capital flight, Huma @al Flight, Institutions, Economic growth,
Capital scarcity problem, Nigerig\'

Word Count: 298 \C)\



Table of Contents

Content Page
Title Page i
Certification il
Dedication il
Acknowledgement 'N\
Abstract %

Table of Contents & vi

List of Tables %
List of Figures O Xi

List of Acronyms Q
Chapter One: Introduction fbbrb

1.1  Background to the Study @ 1

1.2 Statement of the Problem "\\, 5

1.3 Aim and Objectives of @&1 8

1.4  Research Questio Q 9
1.5 Hypotheses 9
1.6  Signi 1c£>f the Study 9
1.7 the Study 12
1.8 \hmnatlon of the Study 14
1.9 Operational Definition of Terms 14
Endnotes 18

Chapter Two: Literature Review

2.1  Conceptual Review 20

vi



2.1.1 Institutions
2.1.2 Capital Flight

2.1.3 Human Capital Flight

2.1.4 Determinants of Human Capital Flight
2.1.5 Illicit Financial Flows

2.1.6 Economic Growth

2.2 Theoretical Framework

2.2.1 AK Theory

2.2.2 AK Model with Human Factor

2.2.3 Uzawa-Lucas Theory

2.2.4 Paul Romer Endogenous Growth Q
2.2.5 The Classical Growth Theory 6r§
2.2.6 Harrod Domar Growth Theory rb

2.2.7 Neo-Classiscal Growth Theory: So }

2.3 Review of Empirical Studie\c-;\\'

2.3.1 Evidence from Develd %untries

2.3.2 Evidence from I)@%ng Countries

2.3.3 Evidence ican Countries

234 Eviderﬁfrom Nigeria

24 @’Qal Framework

2.5 Summary of Gaps in the Literature Reviewed
Endnotes
Chapter Three: Methodology

3.1 Baseline Models for the Objectives

3.1.1 Model for the Effect of Capital Flight on Economic Growth

vii

20
22

26

28

43

45

48

48

52

59

72

75

77

85

85



3.1.2 Model for the Role of Institutional Qualities
3.1.3 Model for the Threshold Level of Institutional Qualities

3.1.4 Model for Economic Growth Response to Shocks
3.2 Description and Measurement of Variables

3.3 Sources of Data Collection

34  Model Estimation Techniques

Endnotes

Chapter Four: Results and Discussion of Findings /\(J

4.1 Preliminary Analysis %

4.1.1 Graphical Analysis 0

4.1.2 Descriptive Analysis Q J
4.1.3 Correlation Analysis Sb

4.1.4: Covariance Analysis of the Variableig

4.2.1 Unit Root Tests 2—@

4.2.2 Co-Integration Test Resulé

43 Effect o @al Flight on Economic  Growth
125
4. Tl@&a nstitutional Qualities play in the Relationship
Between

4
apital Flight and Economic Growth
4.4. @oles Institutional Qualities play in the Relationship
Between Physical Capital Flight and Economic Growth
4.42 The Roles Institutional Qualities play in the Relationship
Between Human Capital Flight and Economic Growth
4.5 The Threshold Level of Institutional Qualities

that will reduce Capital Flight for Economic Growth

viii

n

86
86

86

87

89

92

92

107

113

116

121

123

89

Nigeria

132

132

137

142



4.5.1 The Threshold Level of Institutional Qualities in Physical Capital Flight

That will reduce Capital Flight for Economic Growth 147
4.5.2 The Threshold Level of Institutional Qualities in Human Capital Flight 153 that

will Reduce Capital Flight for Economic Growth.

4.6 Economic Growth Response to Shocks in the Institution in the Presence

of Capital Flight &6

4.6.1 Economic Growth Response to Shocks in the Institution in the ( O 156

Presence of Capital Flight 6\
4.6.2 Variance Decomposition Result % 159

4.6.3 Lag Length Selection Criteria QO 162

4.6.4 Variance Decomposition Result 165

4.7 Discussion of Results 6r§ 166
(&)

Endnotes 177
0
S

5.1 Summary of Findings é

Chapter Five: Conclusion
179

5.2 Conclusion Q\A 185

5.3 Recommendation 186
54  Contrib tio’\(; owledge 187
5.5 S d Area for Further Studies 188
Bibli&%‘ny 189
Appendix 201
Bio-data 256
The University Compliance Certification 270

X



List of Tables

Table Title Page

4.1

4.2

4.3

4.4

4.5

4.7

4.8

4.9

4.10

4.11

4.12

4.13

4.14

4.15

Results of Descriptive Statistics

Correlation Analysis of the Variables

Results of Covariance Analysis of the Variables
Results of Unit Root Tests

Results of Bounds Approach to Cointegration Test

Regression Results for the Effect of Capital Flight

on Economic Growth in Nigeria %

Long-run and Short-run Results QO
Long-run and Short-run Results fbé

Long-run and Short-run Results

Threshold Levels &KQ

Threshold Levels C_;\\'
N

Lag Length Selection {&%a

Variance Decm@ 1on Result
Lag Leﬁ;@ction Criteria

V@e ecomposition Result
Fi

Figu?\%ﬂe Page

4.1:

4.2

4.3

4.4

Graph of Output Growth
Capital Flight (Physical)
Capital flight (Human)

Institutional Qualities

112
115

120

05\124 4.6

I\QJ 129
O

134

138

144

150

154

156

161

163

165 List of

94
96
98

100



4.5

4.6

4.8

4.9

4.10

4.11

4.12

4.13

4.14

4.15

4.16

4.17

Abbreviation

BR

N

N

DA

FDI

GDP

Capital
Human Capital

Depreciation

CUSUM
CUSUM of Squares
CUSUM
CUSUM of Squares
CUSUM
CUSUM of Squares
CUSUM

CUSUM of Squares

146

147

Impulse Response Function

Impulse-Response Functlo

ezfi?

Acronyms

%

Q
o
,bb

@reaucratlc Regulation

Q\*

Current Account Balance
Control of Corruption

Human Capital Flight

- Physical Capital Flight

- Democratic Accountability

- Foreign Direct Investment

- Economics Growth

- Gross Domestic Product

xi

(JQ%

&

102
104 4.7

106

130

131

3

140

141

158

164 List of



GS

IFF

IRF

LO

SAP

RGDP

Government Stability

Human Capital

Investment in Human Capital

Illicit Financial Flows

Impulse Response Function

Capital Q\
Law and Order (/0
Structural Adjustment Programme O&

Institutional Qualities %
Real Gross Domestic Produbo

xii



Chapter One
Introduction
1.1  Background to the Study
Personal and professional growth can often lead to life that people value and desire.
Whether its personal development, career advancement or skill improvement, growth can
provide a sense of fulfillment and achievement!. Economic growth does play a cw@ role in
facilitating growth in social terms. When an economy grows, it can provources for
infrastructure development. This, in turn, can lead to better access to ed%t , healthcare and
other essential services, as well as reduced poverty and increas rall well-being for a
society'. It"s important to ensure that economic growth is sust@ale and equitable to benefit all
segments of the population!. It is an increase in the capa@f an economy to produce goods
and services within a specific period of time and th th vary among different sectors of the
economy, implying growth in the producti \Q%Ods and services, over a defined period of
time.!Gross domestic product (GDP).rg&res the total market value of all final goods and
services, produced within a count S@r a specific period of time. It is a critical indicator of
how healthy an economy is,'l@ng ultimately to higher employment rates, improved living
standards, capital form?@ and increased investment?. It is influenced by technological
advancement, in .%\iﬂ roductivity, investment in capital, improvements in infrastructure, and

government p%ies that promotes innovation and entrepreneurship?.

O
The r%&echnological growth is dependent on the rate of savings and
investment*>%78, More workers generate more economic goods and services and vice versa.
Workers become more motivated and accomplished when their productivity is raised through
acquisition of skills and training. Most economies today have recorded tremendous success at
reducing poverty, and unemployment as a result of strong economic growth. This growth is not

sustained, if the benefits flow to a few privilege elites and not evenly distributed. Sustained

1



growth is usually achieved when thebenefits are evenly distributed. Growth can best be
described as a process of positive transformation of the various sectors of the economy.In
economies where economic growth is persistent, many positives are recorded, more jobs are
created, income and wealth are increased, and capital formation is enhanced, consumers”
purchasing power increases, and there is decrease in poverty rate and these drives higher growth.

For these, all countries desires positive economic growth and this makes economig&wth, the

most important economic indicator. Ol

Between 1986 and 2022, Nigeria“s population experienced significa ’%wth, increasing from
around 90 million to over 210 million people. In terms of GDP @u rate, Nigeria witnessed
fluctuations but generally maintained positive growth, wit eriods of rapid expansion and
others of slower growth due to various economic factor&@d policies.Capital plays a huge role in
the economy, as resource mobilization is needed %&tment and economic growth. Capital is
considered an essential ingredient for the p}@tion of output, leading ultimately to growth.
Unfortunately, a sizeable amount of caj ﬁﬁquired for growth in the form of human and funds
has been taken out of the pro?u&@&ystem, which can be termed as capital flight. The stunted
growth experienced in Ni @‘as a result of movement of capital away from the country to a

more developed and ’in&trlalized economies.

Capital ﬂ%is seen as a particularly serious and important concern for developing countries,
Nigeria i@ve.This is because, it adds to the prevalent capital scarcity problem It also restricts
the ability and the capacity of the affected economies to mobilize domestic resources necessary
to finance economic growth. Consequently, capital flight contributes to the retardation of the
economy °. Regardless of growth status, capital flight poses a danger of immense measure to the
growth of national economies. This denied the country of the desired financial and human

resources, necessary to finance growth. West African countries, of which Nigeria is one, are



regarded as a capital scarce sub-region’. The loss of the scarce capital will be detrimental to the
prospects of sustained growth. Also, low levels of human capital, with particular reference to
skill deficiency, are detrimental to investment and growth in Nigeria. Progress in overcoming
this menace of shortages in skilled and trained manpower seems to be disappointingly slow, in
spite of substantial efforts and resources devoted to it by successive governments, through her
agencirs. This has made a large number of skilled and professional manpower mi%to other
markets, basically in search of better qualities of life. People with skills move eloped and
industrialized countries where returns to their human capital seems to be rrga,mtively higher!'?.
Nigeria is blessed and endowed with different and varying resour @man capital resources
inclusive. These resources contribute immensely to the growt %evelopment of the nation.
Highly educated citizens would rather travel abroad, as a re@of little or no incentives for them
in the domestic economy. Even those who were 068 d abroad for further studies will not
return home, unlike in the post-independence d en citizens studying abroad, were patriotic
enough to return home to contribute their %to the development of their home country. These
.
days, they chose not to return, as a r@ political instability and insecurity, among others and
instead, look for ,.greener pa@g‘l. These become a concern for the academic world and

research becomes more\@)me and complicated. Political instability, insecurity and poor

governance deter, @ment and induces capital flight to a very great extent!>!3:1415.16 [f
s;

continued is En

leave the % country and contribute their expertise to the economy of the other countries, at

red a serious problem. This is, because most highly skilled professionals

the exp\e(se of the home country. The home country suffers economic hardships, as a result of
their action and those that remain may not have the required expertise to make the expected
difference. This occurs from developing countries to the developed and more industrialized

countries, in most cases'”.



Capital flight can be reduced to the minimum level when there are strong institutional
qualities. Institution does strongly affect the economic growth of countries!?. Institutions
determine the volume of interactions, the benefits from economic exchange and the form which
they can take. Institutions conducive to economic growth reduce the costs of economic activity,
improve the living standards and encourage trust by providing policing and justice systems in an
egalitarian society. This spurs economic growth significantly. However, the level of\awareness
of the illicit financial flows and migration of its skilled professionals has be che high in
Nigeria and most of the West African countries. It continues due to wea ogﬁ,gal will, the bane

of the Nigerian polity, lack of proper legislation, safe haven for their resources,
tu

corruption, and weak human and institutional capacities. Th of a country®s institution

shapes the growth of the economy and the flow of beneﬁtsQ
N\

Institutional qualities can be described as t ’g of code of conduct, represented by the
system and accepted as its binding force in z& al-economic context. When the qualities of the
institution are high, the compliance d@ people to the system will be high. There shall be
less of the uncertainty of the tga@n consequences and the more stable the expectation of the
transaction subject. It is_b that the qualities of the political and legal system will affect
investors™ expectati future returns and capital flight'3. Judicial system of high qualities
ensures the e&y implementation of legislation from the level of law enforcement. Sound
judicial Sél provides a reliable guarantee for the efficiency, equity and fairness of law

enforWt A judicial system with credibility also provides incentives for economic

exchange'.

Improving the qualities of institutions tends to reduce to a great extent the harmful effect of
capital flight, on economic growth. Reviewed literatures revealed that capital flight results,

among others from political corruption. Controlling the menace of corruption, a cankerworm that



has eaten so deep into the fabrics of the activities of governance, makes it impossible to tackle
the problem at source. For law and order, it plays an important role to sanction the activities that
generate these illicit funds and ensure control over the capital that leaves. Government stability
is very important. This is a government that achieves its blueprint. This reassures the investors
and the prospective investors, knowing that the government works to improve and provide
adequate infrastructural facilities. Capital flight is a major concern for cour%’es where
institutional qualities is seriously deficient. The role of institutional qualities is @sized in the
literatures reviewed. The qualities of institution are essential in the p&gqyof an enabling
environment for prosperity!'®. The main impediment is the unceﬂ@d manipulation of the

judiciary, inorder to guarantee sustainable growth. 0

Q

1.2 Statement of the Problem ,bQ

Many authors had worked on how physical 6@%1 flight affected economic growth, yet
evidence is lacking on the effect of hum &’;pital flight. Majority of the studies looked at
political risk, while neglecting ot{(._}u’\él' ies of institutions that drives capital flight for
economic growth. There are. d@ént opinions on the effect of capital flight on economic
growth. Empirical stud%%}est that the effect of capital flight on economic growth is
negative.Others opinq’d‘khat the effect is positive, while others concluded that the effect is
context speci .gh})pinion of some rerviewed literatures was that the effect of capital flight is
not nece%’@' negative, but its dependent on some factors, such as scale of outflows and
politiMkl&w. Government has over the years expended expenditures and energy to improve
on the qualities of the institution. Capital flight persisted,leading to asking whether the qualities
of institutions need to get to a level before it can yield its benefits,to stemming the tide of capital

flight to promote economic growth,hence its threshold. As the government is working to

improve



its institutional qualities,positive and negative effects of capital flight may occur'®!°. This makes
or mars the qualities of institutions,through which capital flight exists. Thus, giving the shocks,
to what extent does economic growth respond, even in the face of capital flight.

The Study addressed the need to investigate the relationships between capital flight, institutional
qualities and their impact on economic growth. Understanding the mechanisms through which
capital flight and institutional qualities interact to shape economic growth was delved into. This
involves examining the influence of governance structures, regulatory framework%d policy
effectiveness on both capital flight and economic growth. Assessing the im s of these
findings for policy makers and proposing potential solutions to mitd agdegative effects.
Additionally, assessing the implications of these findings for %@mkers and proposing
potential solutions to mitigate negative effects were lookﬁto. It explored the potential
asymmetries in the impact of capital flight and institutior@ualities across economic sectors.
Nuanced understanding of how changes in inst%@ qualities over time correlate with
fluctuations in capital flight and consequen%%pact economic growth. This can provide
valuable insights into the dynamic nat.u@hese relationships and help formulate policies that
consider the evolving economic lan&%e.Understanding how external elements interact with
institutional qualities and inﬁg{&%onomic growth,provide a comprehensive view guiding
policymakers in develo@%ategies that consider both domestic and international factors
influencing capit @wnts and economic outcomes. This offers a well-rounded approach to
investigating 6complex interplay between capital flight, institutional qualities and economic

growth. Q’b

The increasing trend in capital flight is often traced to disincentives created by distortions in
domestic macroeconomic policy, occasioned by corruption as demonstrated by public office
holders and aided by weak institutions!'®. Capital flight in Nigeria is hindering growth and

threatening economic development at all levels, with significant consequences on the economy.



Its seen as a threat to the growth prospects of the Nigerian economy. In Nigeria, with scarce
capital, capital flight weakens the growth potential. Capital flight constitutes a large proportion
of income which can be used to finance growth and development and normalized the adverse
economic trends ravaging the economy. The causes, magnitude and consequences are a serious
concern to scholars. Nigeria has been a victim of massive and significant outflow, to other
countries, especially the developed countries. This massive outflow denies the country and its
people of their prospects. It undermines transparency and good governance. A country ravaged
with this menace spends less on education, health, infrastructure and productive capacity. It also
erodes the trust in the country'.

The departure of human resources and assets in large volume is detrimental t ery large
extent, as it triggers negative and monumental consequences for the host s it reduces
their economic strength and that of their government, as a result of los@t;revenue. By the
improvement in human skills, health, and knowledge and in so es, resilience, people
become more productively flexible and innovative. This, to ge extent brings an all-round
positivity to the economy. In response to technologica @ge, investment in human capital
becomes more important, as the nature of work ha&b\red. Human capital, no doubt is central
to sustainable growth, poverty reduction, r 10w in the rate of unemployment and promotion
of social equity. Policy makers oft@n@ it hard and difficult to make a strong case for
investment in human capital. Aft &)\he return to investment in human capital takes longer

°
than investment in infrastruc acilities. Countries that under invest in human capital, misses

the opportunity of creat@virtuous cycle between physical and human capital and growth and
poverty reductic{\:\\a

The sing powers of citizens in the affected economies are reduced. This is as a result
of coks(ent and rapid capital outflows. Though capital flight occurs in developed countries, it
is more prevalent in the developing countries and its effect is more devastating in the
developing countries. This is as a result of less developed and judicial institutions, among others.
The interest among policy makers is on severe limitation from the magnitude of capital outflows
to fund hunger, endemic illness and myriads of other developmental challenges plaguing the
developing nations of West Africal®.
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Capital flight has over the years been a great concern for economic growth in Nigeria. A
great number of researches have been carried out on this. In spite of this, the prospects of
solving this menace have been elusive. As presented in the works of many authors reviewed,
capital flight affects economic growth negatively and significantly so?’. Capital flight appears to
be a barrier to economic growth and development of nations. Capital needed to finance growth
and development has left the country in a rapid and an unorganized way. It cau%:urrency
weakness, exchange rate depreciates, and leading to an increase in the cost of l@as prices of

input increases and becomes more expensive and inflation goes up. ing} a massive and

significant impact on households and this leads to income and weualitieszo_

1.3 Aim and Objectives of the Study Q
The broad objective of this study is to analyze the re@'onship existing among capital flight

(both physical and human), institutional qualities @%omic growth in Nigeria from

1986 to 2022. The specific objectives of @y were to;

1. analyze the effect of capital &y\)n economic growth in Nigeria.

2. examine the role instifa@%’ qualities play in the relationship between capital flight and
economic growthy geria.

3. deterrnin@threshold level of institutional qualities that will reduce capital flight for
ec growth.

4. investigate the response of economic growth to shocks in the institutional qualities in the

presence of capital flight.

1.4 Research Questions



In order to put the study in the right perspective, the following pertinent issues are being

raised for investigation;

1. What effect does capital flight have on economic growth in Nigeria?
2. How do institutional qualities play their roles in the relationship between capital flight

and economic growth in Nigeria?

3. What threshold level of institutional qualities can reduce capital ﬂi@ economic

growth? ’\Q/

4. To what extent does economic growth respond to shocks %tltutional qualities in the

presence of capital flight? QQ
1.5 Hypotheses &Q

Hol: Higher levels of capital flight, coupled w@lker institutional qualities negatively impact

economic growth in Nigeria. ,\%

Ho2: Improved institutional qual&@&utlgate the negative impact of capital flight on economic

growth in Nigeria. QQ
Ho3: Better pla@utional qualities enhance the positive effects of capital inflows on

economic gro@ n

Ho4: I}s@mtional qualities mediate the relationship between capital flight and economic growth

igerua.

in Nigeria, whereby stronger institutions alleviate the adverse effects of capital flight.

1.6  Significance of the Study

The understanding of the dynamics of the relationships among capital flight, institutional

qualities and economic growth can inform policymakers, economists and other stakeholders



about the factors influencing a country*s economic performance. The knowledge of this may
contribute to the development of more effective policies aimed at reducing capital flight,
improving institutional qualities and fostering sustainable economic growth. The findings could
provide a basis for international cooperation and assistance in addressing economic challenges
associated with capital flight and institutional deficiencies. It extends its potential to contribute to
the academic understanding of the global economy.This is by unraveling the comp%nterplay
between capital flight, institutional qualities, and economic growth. This "@nerate new
theoretical frameworks, or refine existing ones. The findings could se}< foundation for

future research, guiding scholars in exploring related topics anding the body of

knowledge in the field of economics and governance.Therefo prehensive understanding

of these dynamics has the potential to foster more resil@nd equitable economic systems

worldwide. §be

The study“s insights may have practl\\(Qmplications for businesses and investors.
Understanding how capital flight and’ifistifitional qualities impact economic growth can help
businesses assess risks and mak %ibrmed investment decisions. Also, the research may shed
light on potential area form and improvement, guiding businesses in navigating
environments with Va Qstltutlonal qualities. Ultimately, the study*s comprehensive analysis
could contrlbute:@stermg a more stable and conducive economic environment for both
domestic reign investors.The study“s findings highlights how capital flight and
instituhqr%qualities affects various segment of the society. The knowledge of this can be
crucial for policymakers in designing strategies that promote economic growth, reduce
inequalities, and enhance the overall well-being of the society. The study contributes to ongoing
discourse on global financial stability. It understands factors influencing capital flight and the

role institutional qualities can provide for international organizations, policymakers, and

regulatory bodies working to enhance the resilience of the global financial system.
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The purchasing powers of citizens in the affected countries are reduced, as a result of rapid
capital outflows. Assets may be devalued leading to loss of capital formation, a requisite for
growth. Though capital flight occurs in developed and developing countries, its effect is more
devastating in the developing countries. This is as a result of less developed political and judicial
institutions. The interest among policy makers is on severe limitation, from the magnitude of

capital outflows to fund hunger, endemic illness and myriads of other developmental \challenges

plaguing the developing nations of West Africa!®, OQ

The issue of capital flight has attracted the attention of govemme@ financial institutions,
both locally and internationally'. The economic growth of N@ and many West Africa
countries is pitiable. There is sluggish growth in virtually a ctors of the economy. Capital
flight decreases funds that could have been invested, inforder to finance economic growth'®. It
distorts the economic progress of the developing co@’Qslg. The effect of capital flight is severe
and the role institutions plays are justified o?fs\@premises”. One, the country suffers from low
level of investment and a high level o'f@l | flight. Secondly, empirical literatures examining
the effects of capital flight on in@knent does not take into account the role of institutions.

N

Capital flight is harmful mestic investments in Nigeria. Increasing the qualities of
N

institutions makes it p§
° \&

Capit@l has over the years been a concern for countries where institutional qualities

o combat capital flight'8.

is defici ’Qniﬁcantlylg. A question of what would be the optimum or threshold level of
institub{al qualities remained unanswered'>. It is a major obstacle to sustainable growth. It is
often thought to be the outcome of failure in economic governance, as it brings economic
instability to the host country'3.The rate and extent at which human and funds move away from
the domestic economy to foreign lands, necessitates concerted efforts geared towards

checkmating and regulating it, otherwise it may cripple the domestic economy and affect capital
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formation!’. There are actually gains and losses associated with capital flight. The losses

outweigh the gains, especially in Nigeria, where its effects are felt more.

This study is motivated by the massive capital flight experiences by the privilege and the
political class and the bureaucrats. The exodus of highly trained manpower from underdeveloped
and developing countries to the more developed and industrialized countries are not a new
phenomenon. However, the magnitude of the problem in Nigeria and its alarQ%ncrease,
present a growing concern and urgency for action, as the consequences tf}@ to stunt the

overall growth of the affected countries?!. All these could affect thé&gut of the economy,

hampering its growth in the process. %

From the literatures reviewed in this study, there is inc tency of findings among various
researchers on the subject matter. The conﬂictingé ings might be due to different variables
t

employed across all studies, the methodolog@ e time and the geographical scope, hence

this study. \

1.7 Scope of the Study . %
The study focused o@ assessment of the effect of capital flight on the economic
growth of Nigeria. and ‘the role, institutional qualities played in the relationship between capital
flight and ecor@ growth. The time scope from 1986 provides a historical context for
studying t tionships between capital flight, institutional qualities, and economic growth in
the Mlan context.Nigeria implemented significant economic reforms, including the
Structural Adjustment Program (SAP) in the mid 1980s. The introduction of SAP marked a
pivotal moment in Nigeria“s economic history, involving policy changes that influenced capital
movements and institutional frameworks. This timeframe includes significant global economic

events, such as the liberalization of economies,and the rise of globalization.Nigeria“s

engagement in globalization and trade agreements increased during this period. Studying how
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these global interactions affected capital movements and institutional adaptations offers insights

into the country*s integration into the global economy.

Many countries also underwent economic transformations during this period, with shifts toward
privatization and financial liberalization. Studying capital flight and institutional qualities
during these transformative period can reveal insights into the impact of policy changes on
economic dynamics. The chosen timeframe includes various financial crises, su 4shbe Asian
financial crisis in the late 1990s and the global financial crisis of 200(}@6 crises had
profound effects on capital movements, institutional reforms and eco i¢ growth, making the
period conducive to understanding how nations responded to @ allenges.Examining its
effects on Nigeria,including capital flight patterns and i @nal responses, contributes to
understanding the resilience of the Nigerian econom external shocks.Nigeria underwent
banking reforms in the 2000s,aiming to strengthe%&ancial system. Analysing the impact of
these reforms on capital movements al?s\@onomic growth provides insights into the
effectiveness of institutional changes. @a"s economy is heavily dependent on oil exports.
The chosen time frame includes &t?s of significant oil price volatility, allowing researchers

to explore how ﬂuctuati%s@oﬂ prices influenced capital flight, institutional responses, and

economic performang
° &

The time fr@ so encompasses Nigeria™s transition to democratic rule in the late 1990s.
Political%’ﬁlity and changes in leadership can impact institutional qualities, making this
period relevant for studying their effects on capital flight and economic growth. By selecting a
timeframe that spans several decades, makes researchers to assess the effectiveness of policy
interventions in addressing capital flight and shaping institutional qualities, offering valuable
insights for future policy considerations. The Nigerian government launched various

infrastructure development initiatives during this timeframe. Assessing how these initiatives
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influenced institutional qualities and attracted or repelled capital contributes to understanding
the broader economic context. Over the years, Nigeria has aimed to diversify its economy, away
from oil dependency. The chosen timeframe covers periods of policy initiatives and efforts to
promote economic diversification, providing context for studying their impact on capital flight
and economic growth.

2
1.8 Limitation of the Study OQ
There were restrictions based on limited availability, incomple&gpdting and data
inconsistencies. There was also limited access to comprehensive an -date data in Nigeria.
Nigeria grapples with governance challenges, such as corrupti@rﬁinstitutional qualities and
political instability. These significantly impact the relation@ between the variables employed
in the study. Nigeria™s social-economic landscap§%§nplex, with multiple interconnected
factors influencing outcomes. Simplifying tk%%plexity in statistical models may overlook
important nuances. It may exhibit sigrsi&lt temporal variations due to political transitions,
economic shocks, or social unrest. D&&)\llection in Nigerian can be challenging, due to logistic
issues, security concerns, an'd@reaucratic hurdles. These may affect the qualities of data

collected. Collaboration@%en researchers, policymakers, and data collection agencies is

essential to overéd se challenges and generate insights that can inform evidence-based
n

policy decisiog igeria.

1.9 m\gational Definition of Terms

Bureaucratic Qualities: This is the degree to which public policies are constructed and
implemented accurately. It is the efficiency, transparency and effectiveness of bureaucratic

processes in a government. It involves factors, such as clear communication, streamlined

procedures, and fair decision-making to ensure optimal functionality.
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Capital Flight: This is used in the context of the study as both an illicit movement of capital
away from the domestic economy to a foreign economy and the emigration of skilled and
professional manpower. These are often done in manners that circumvent the regulatory purview
of the domestic economy. It is the large scale exit of financial assets and capital from a country,
often due to economic or political instability. Investors may move their funds abroad to seek
safer and more stable investment environments, which can have negative impacts or& country
experiencing capital flight. This could be a decline in currency value and econo@%@tability.

Capital Outflow: This is used as a proxy for capital flight, implying the o&mbnt of investible
resources out of Nigeria to a more developed and industrialized econpmie$.lIt is the movement of
financial assets and capital from one country to the othe iSvcan occur as a result of
investments, portfolio diversification or seeking better @‘ns. While capital outflow can
contribute to global economic interconnectednes éégsive or sudden outflows may pose

challenges for the source country, affecting it@cy value and financial stability.

Corruption: This is the abuse of entﬁ@bower, for private gains and benefit. This is often
done at the expense of the maJ @& orruption involves dishonest or unethical behavior by
individuals in positions @r for personal gain. It can manifest in various forms, such as
bribery, embezzlement §

tism, or fraud. Corruption undermines trust in institutions, distorts

economic activities hampers social development.

Current ’bunt Balance: This is a measurement of a country“s trade where the value of goods

and services it imports exceeds the value of goods and services it exports.

Democratic Accountability: This is the expectation of government by her citizens in the
delivery of public services in a way that responds to their needs. It refers to the idea that elected

officials and institutions are responsible and answerable to the citizens in a democratic system. It
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involves transparency, responsiveness and mechanisms through which the public can hold

leaders accountable for their actions.

External Debt: It is the proportion of a country“s debt that was borrowed from foreign lenders,

inclusive of banks, governments or international financial institutions.

Foreign Direct Investment (FDI): This involves usually the participation in mana%ent, joint
venture transfers of technology and expertise.Ilt can bring benefits such @s'tal inflow,

technology transfer, job creation and economic growth to the recipient C(JQ&J

Foreign Reserve: It is the official sector of the foreign assets %re readily available and

controlled by the monetary authorities for direct financing,e Q ent imbalances and directly

regulating the magnitude of such imbalances, through @Wention in the exchange markets to

affect the currency exchange rate and for other }}@fg These are assets held by a country*s

central bank in foreign currencies. ®

Government Stability: This is th\ﬁé‘ﬂtiﬁcaﬁon of government functioning in office that
reduces riks of violence, usudl %ided by political interests. It is the ability of a government

to maintain control, orde\%%ntinuity in its functioning over time.

Gross DomestitQaduct (GDP): This measures the total output of a country. It is a sign of
economic pr&hlivity and an indicator of the standard of living and how healthy an economy

is.It is&@ indicator of a country“s economic performance.

Human Capital Flight: This is the emigration or immigration of private individuals who have
received advance training at home. This migration of proffessionals can result in a loss of

expertise, innovation and potential economic contributions for the home country.
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Illicit Financial Flows: It is the movement of illegal money across borders. Examples of which
are terrorist financing, smuggling, tax evasion and corruption. It is the movement of money

across borders in ways that violates laws or regulations.

Inflation: It is a persistent and consistent rise in the general price level of goods and services in

Q

Institutional Qualities: These are the characteristics and attributes of inst s within a

the economy.

society. Strong institutional qualities are essential for fostering &algg/and conducive

environments for economic development,social progress and effecti rnance.

Institutional Qualities: This is the degree of code of co@ presented by the system and

accepted as its binding force. Q

Institutions: These are ways of thoughts or@ prevalence and permanence, embedded in
the habits of a group.
Law and Order: Society becomes @functional when laws are made, obeyed and accepted

by the society.It pertains to th %me of a legal framework and a system of enforcement that

maintains peace, prevem@ and upholds justice within a society.

Real Gross D0®r0duct (RGDP): It is a macroeconomic measure of the value of

economic , adjusted for price changes.

\/QJ
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Chapter Two
Literature Review
This chapter discusses the conceptual review of the variables in the study: the role of
institutions, capital flight, both human and funds and their effects on economic growth in Nigeria.
Various theories of economic growth were discussed, and Uzawa-Lucas theory was used as the

base theory in the theoretical framework of the study. Q\

2.1 Conceptual Review < O

The review explores the intricate relationships betwe 1 flight, institutional
qualities and econonomic growth, evidence from Nigeria. @derscores the importance of
understanding these dynamics for effective economic 6& Poor institutional qualities can
lead to capital flight, which in turn hampers econ@rowth. This dynamic creates a vicious
cycle, where economic instability begets m@tal flight. In today*s world, it is recognized
widely that the phenomenon of capﬁ@ht is an obstacle to the economic progress and
wellbeing of the citizens in the de@p ng economies of the world in general and West African
countries, Nigeria inclusiy, 1,.sxuntries that appear to be the richest in Africa, like Nigeria and

ﬁcapital flight is most massive?. Thus, it has become increasingly

Angola are countries {
[ ]
necessary to cor@&tﬁa countries cannot afford to ignore the effect of capital flight in their

quest for ec@lc progress and citizens™ wellbeing. Otherwise, it may remain backwards in the
comit§\&tion53.

2.1.1 Institutions

The way of thought or actions prevalence and permanence, which is often embedded in
the habits and psyche of a group or the tradition and customs of the people, is often considered as

institutions*. In some parlance, institution is regarded as the way of life, which people adopt
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towards the fulfillment and accomplishment of needs and objectives with procedures and
behaviour. In order words, institutions can be procedures, customs, conventions and
arrangements°. It is a structure of the society, organized to meet the needs of the people mainly
through well established and known procedures. An institution is a complex integrated
organization of collective behavior, established in the social heritage and meeting some
persistent needs or want’. It can as well be referred to as a relatively permanen%cture of
social patterns, role and relations that people enact in certain sanctioned and unays, for the
purpose of satisfying basic social needs. Institutions can be considered thegﬁy of rituals and

patterns of living mutually, which are established, accepted and arr: by the consent of the

community*, 0
Q

Institutions tend towards becoming customal?b anence, traditional, enduring and
enforceable in a social economic context. It is al alue laden and tends to become a code of
conduct in the society. It functions as a unit and it is seen often as a unified structure, which is

SN

[ ]
permanent in nature. Institutions role@}éﬁ' e reduces uncertainties and establishing a stable

economy and social relatiom.@mal rules and informal norms, culture and traditions,
institutions determine w@cceptable to a society, what is alien and what is considered a
taboo?.Economies y'&l‘%presentative political institutions attract more foreign investment than

the ones wit u(i.p\nd formal political institutions, to a very large extent shapes investors™

behavioufé:b

In providing an enabling environment for the economy to thrive, progress and prosper,
the qualities of institution is very essential®. Poor institutions prevail in the developing countries
of West Africa and with Nigeria in particular, because individual actors are unable to choose a

more optimal choice, as a result of an unstable change in the system that comes with initial costs®.

This is as a result of existing institutions that is very costly and unsustainable. For the law to be
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more effective the adherent must be educated about it and the law must be enforced absolutely?.
The expenses significantly increase, if the law introduced is not compatible with the existing
norms and rules in the socio-economic context. Government effectiveness and the rule of law
play a significant role in promoting economic growth in developing countries of West Africa.
The basic impediment to institutional qualities is corruption in the developing countries of West

Africa. Corruption is a cankerworm that has eaten so deep into the fabrics of the WAfrican

polity*. Q/OQ

Other measure of institutional qualities, other than govemmen@tiveness and the rule
of law, like regulatory qualities promotes significantly econom@wth“. Good institutional
qualities mitigate the crowding out effects of foreign vestment (FDI). This is by

encouraging foreign investment in pioneering indlist@ld lessening competition with local

firms, for it to thrive*. This is often done to strengb the growth of FDI. Positive effect of FDI

on economic growth will be strong in ecor@s ith relatively high institutional qualities®.

2.1.2  Capital Flight éc)\

There appears to b l@/ersally accepted definition of capital flight. Its activities have
been identified, for peri Qating back to the seventeenth century. Due to the fact that there is
no universally d@l f capital flight, calculating it yields different and varying results. The
non-existen@universal definition of capital flight brings about a controversy because of the
way t%gﬂ is interchangeably used between developed and developing countries of the world.
Consequently, some schools of thought opined that outflows of capital from developed
economies to developing economies is foreign direct investment, while the same activity is

referred to as capital flight, when it is undertaken by residents of a developing economy to a

developed economy®. This makes it challenging to access the scale of the impact of capital flight
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accurately. Nonetheless, it remains an important topic in economics and finance, as it can have

significant implications for a countrys economic stability and development®.

This is premised on the believe that investors from the developed economies responds to
better opportunities abroad ,and returns to their investment is guaranteed, while investors from
developing economies are assumed to be escaping the perceived high risks of investing at
home ,in the domestic economy. The risk could be insecurity and political instabiQ*mention
but a few’. Also the unstable political situation and insecurity in the Q@ric economy
discourages. However, it is perceived that all investors from d ed and developing
economies are rational, and will thus base their investment decisi@ the relative returns and

risks of investment, whether at home and or abroad’. QO

The above testifies to the fact that ther zfrb%fferent views amongst economists,
researchers, and policy makers regarding th ’r@pt, definition, and measurement of capital
flight. Nevertheless, it can be genera.llg\'éd to a large extent that, capital flight refers to
capital that is moved away from the@stic financial market in order to avoid losses and is in
conflict with the interests, go&@%objectives of the domestic society. Also, these varieties of
definitions means that e&@% of capital flight using different definitions and measurements
yields different a; d@les confusing results. It could be deduced from the above that capital

flight destroysithe @dmestic macroeconomic environment and enhances the absence of

transpéb&, fairness, equity and accountability®.

Capital flight is any movement of illicit capital away from the domestic economy to a
foreign economy?. It is often done in such manners that circumvent the regulatory purview of the
domestic authorities. In the contemporary literature of development economics, there has been
increasing attention to the notion of capital flight. Many analysts have attributed sluggish

economic growth, inadequacy of capital formation for investment and persistent balance of
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payments deficits in most developing countries of West Africa to capital flight'°. Capital flight is
a particularly serious and important concern for developing country like Nigeria. It can lead to a
decrease in domestic investment, as capital is moved abroad, rather than been reinvested within
the country. This can hinder economic growth and development'®.Capital is scarce in the
developing world, particularly Nigeria, so capital flight contributes to worsening the capital
scarcity problem. In these countries, access to sufficient capital is a critical factor f&economic
growth and development. When capital is moved out of a particular eco@ it reduces
available resources for investment in productive activities, infrg{u(ﬂ.we and human

development!!. This scarcity of capital can have a detrimental imeconomic growth and
t

development. It can lead to higher borrowing costs, reduced i nt in essential sectors and
hinder job creation, which ultimately perpetuate the cycle @Verty and underdevelopment'®.In
addition, it restricts the capacity and the ability o lfeG%cted countries to mobilize domestic

resources and access foreign capital whic cessary to finance economic growth and

development. Consequently, capital ﬂ1gh &tr butes to the retardation of economic growth and

development of the developing c:ounKQ;‘l

Despite the seriou @Qlon devoted to the issues of capital flight, it still remains a
serious challenge in &1 Factors, such as economic instability, corruption, inadequate
regulatory frameQ}s and lack of transparency contribute to the persistency of capital flight’.
For decadepbﬁeria has been experiencing the disturbing occurrence of capital flight with
corresbq&g adverse effects over the years on the economy and on her citizens in particular®.
Many studies have been conducted on the relationship between capital flight and macroeconomic
variables. These studies have conflicting results. Some studies have found a negative relationship
between capital flight and macroeconomic variables, while other studies found a positive

relationship. Although, most of the reviewed studies focused on the impact of capital flight on
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economic growth, the effects of capital flight on economic growth and the roles played by

institutions have not been fully considered, hence the study”.

The Concise Encyclopedia of Economics argues that there is no widely accepted definition of
capital flight. The classic use of the term is to describe widespread currency speculation,
especially when it leads to cross-border movements of private funds, large enough to affect and
distorts national financial markets. It was observed that the concept has bee %d more
broadly to capital outflows, from residents of developing economies aniqlgr developed
countries. This is based on the motivation of the holders of capital flig &ital flight means the
flight of financial and capital assets, savings and wealth from a co 0 another®. Capital flight
is also referred to as short-term capital outflows, involvin ney that responds to political
or financial crises, burdensome taxes, a prospective tightening of capital controls or a major
domestic currency devaluation as well as actual or @Qping hyperinflation. Also, capital flight
constitutes the reported and unreported owﬁs{@ip of foreign assets by the non-bank private

sector and elements of the public secto%f{\'

&

An argument was ma , capital flight is a mechanism investors use to apply the
discipline of the market \@%nal economic policies. Here, capital flight is often a vehicle for
tax evasion, or w. y{ﬂ‘% and their close associates sequester the proceeds of corruption. “The
cost of capita@g : what Thailand lost” defines capital flight as the “residual” capital outflow.
It is mea@as the difference between capital (money) inflows into a country and the recorded
money outflows'!. They viewed it as the missing money that has left the country without having
been officially recorded as leaving. Capital flight is also seen as an abnormal flow of funds
whose holder seeks safe havens for, from financial uncertainty and taxation or seeks to launder

proceeds from illegal activities!’.
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The issue of capital flight over the years has been a concern to economic analysts, policy
makers and researchers. Capital flight is also seen as that part of the outflow of residents* capital
which is motivated by social, economic and political uncertainties. An explanation was made
that capital flight is the movement of large sums of money from one country to another to escape
political or economic turmoil or to seek higher rates of return or because of insecurity which

dissuade prospective investors from investing. It refers generally to an outflow of cﬁ’tal from a

country where capital is relatively scarce!?. OQ
=

Human capital flight or in some parlance brain dyai considered an important

2.1.3 Human Capital Flight

determinant of economic growth®. Further research has rei@:ed this assertion, emphasizing it
as a significant explanatory variable for the differ @th experiences of countries. Despite
this recognition, the international movement c{@%ﬂ capital has not generated the same interest
in recent years as that of its counterp.aﬁ physical capital. Physical capital flight has been
analyzed in a number of studies in rﬁga\years and has been recognized as a constraining factor
affecting domestic growth. Héw&r, this cannot be said of the human capital®.
N

Comparativ !@an capital flight or brain drain has a broader and wider definition. It is
the migrationnof “pProfessional and skilled labour from the less developed or developing
economi%%ich have undergone training in the host economy, to the more industrialized and
developed economies. It has been opined in many studies that human capital flight, has been a
major constituent in the declining rate of the available human capital present in the domestic
economy and adversely affect the per capita income growth of the country found in such an
unpleasant situation. With particular reference to the health sector, brain drain means the

migration of medical and health personnel, in search of better education, higher living standard,
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higher qualities of life, increased salaries, technological advancement and stability of political
conditions among others. Another view to human capital is when it is linked to the transfer of a
country“s assets to a foreign country to accessing control of one*s financial wealth through

activities approved by the host government®.

,Brain drain has cost the African continent so much in the employment exgriates and
professionals annually”. According to UNDP, Ethiopia had lost 75 perce@ its skilled

workforce between 1980 and 1991, affecting the ability of that nation to g()(.[_vf poverty.

Countries such as Nigeria, Kenya and Ethiopia are believed to be%mst affected. In the case
of Ethiopia, it produces many professional medical doctor re are more Ethiopia doctors
in Chicago than in any cities of Ethiopia. The former SQ‘h frican president, Thabo Mbeki in
his 1998 African Renaissance speech said that ,%&vorld, in which the generation of new
knowledge and its application to change the&gn condition is the engine which moves human
society further away from barbarisni)ﬁbv e not have need to recall Africa“s hundreds of

thousands of intellectuals back f@eir places of emigration in Western Europe and North

America ,to rejoin those\b remain still within our shores .”I dream of the day when Africa
Physicists, Engi(.eiﬁ‘\li) ctors, Business Managers and Economists will return from London,
Manchester, and Brussels to add to the African pool of brain power, to enquire into and
find s@s to Africa“s myriads of problems and challenges, to open the African door to the
world of knowledge, in the comity of nations, to elevate Africa™s place within the universe of

research, the information of new knowledge, education and information®.

Push-pull model is the combination of the enticing factors that enhances, inspires and

motivates youth emigration'®. Push factors are those factors that discourage citizens in the home
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country, among which are insecurity, and political instability, while pull factors are those factors
that entice and draw them, one of which is the belief that better qualities life can only be
experienced outside the host economy. Factors motivating migration were discussed under
economic, psychological and situational periods'’. Some of the economic factors are under
employment or unemployment. Psychological are family reunion and altruism. Situational are
identified from the perspective of the host country'*. A study carried out also d&ﬁed the
drivers of migration to be economic, social-cultural and political. Low c@%n density,
economic conditions and environmental factors in the developed ec&rge! have “Pulled”
youths in their large numbers to the industrialized economies om the unfavorable
economic, social and environmental conditions experienced i@ home country. The desire to
experience higher living standard and ultimately, good life ih/developed nations of the world is
also a “pull” factor, responsible for youth emigr%rlblncreased unemployment rate and the
desire of the youths to be out of poverty a\\@%st are other factors that influence migrant
decision to leave the shores of the honclc;;\q'%ry for a better quality of life'.
N

Studies on the determinaﬁt\*%brain drain otherwise known as human capital flight have
placed a particular emp\g on different factors. A study state that advancing career and
financial advant .es\Sge otivation that inspires in the home country. This drives and entices
professionals @y from the home country, and to the more industrialized economies. However,
the p bl@fgf access to research and weak institutional support structures are additional key
factors, besides the expected higher income that motivate researchers and scientists to move
abroad. In Sub-Saharan (SSA), better employment opportunities, low wages and better
conditions, and presence of good infrastructural facilities are the key factors that encourage
migrants'4. Factors driving emigration among others are religious or colonial link, low level of

development, political instability, policies, lack of training, ethnicity, geographical distance,
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former colonial links and linguistic proximity between countries of origin and destination. The
main contributing factor of brain drain are economic, Political, social and educational in nature.
However, the study noted that in developing countries of the world, push factors are
organizational in nature. For instance, ambiguous career opportunities, low salaries, greater
workloads, poor working conditions and environments, lack of required equipment and training

for her employees are responsible for emigrants® movements'. \

2.1.4 Determinants of Human Capital Flight Q/O

For decades, economic conditions of Nigeria and most West @ countries seems to
be on a downward trend!!. This to a great extent had a negatiye significant effect on the
living standard and qualities of life of citizens in the econ@ e discouraging and deplorable

state of the economy of the country is responsibli fpb% growing exodus and emigration of

people, particularly youth and professionals % Nigeria to the more developed and

industrialized countries of Europe and Ar%ric . They saw to it that leaving the home country
u

for a more developed country as an @{

poverty, insecurity and unem;]\@ént partly accounted for the reason why skilled workers

ity, rather than an option. The rising incidence of

migrate to the develope@ies for better opportunities and better living conditions. Highly
skilled workers oft s%k to maximize return on their investment and training by moving in
search of th higha&t paid and most rewarding employment'®. The search for better living
conditionQ:bre global technological and industrial nation leads to a growing increase in the

numb%(migrants for the purpose of high education and human development!4.

Existing literatures recognizes that migration decision is the result of interaction between
“push” and “pull” factors'*. Push factors alienate people and encourage professionals to leave

their countries in search of a location where these factors rarely exist or are non—existent.
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However, “pull” factors entices people from source to destination countries in search of a better

and qualities of life!3!4

. Highly skilled persons are needed in every part of the world, especially
specially trained technicians, technologist, engineers, university graduates and health
professionals. Developed countries attracts skilled labour through better standards of living,
qualities of life, higher working conditions and environment, access to advanced technology,
security of lives and property and more stable political policies among others. Th%/eloping
nations of West Africa, Nigeria inclusive face a considerable loss of humar@%rces, when
those highly skilled professionals emigrate because of the huge investmeﬁq&hdr education and
training at home, while the host country benefits directly becaus not bear the cost of

educating them. Emigration of the highly skilled professional i ing a global concern. This
is as a result of the importance attached to human capita@en known as the most important
resource, in the economic growth process of a nati @ educated are the nation®s asset and
this significant loss of the great asset affec %conomy, substantially and the society as a
whole of the domestic economy. It h?s € Bbserved by researchers, and policy makers that

flight of highly educated skilled profiga'yXlals creates a great loss in the development of the poor

and the vulnerables® !4, Brain‘@@%ould raise the growth rate and economic prosperity in the

N

country but for Qe)@me countries, it will negatively affect the economic growth process®'4.
This ultim esults to a great loss on the part of the domestic economy. This is respectively

knowrhs/brain gain and brain drain.

2.1.5 Illicit Financial Flows
In spite of the recent economic growth experience of Nigeria, it still unfortunately
experience large capital outflows. This is worrisome and a concern for economic growth in the

country!’>. The worry about capital flight is what it does to the economy. Capital flight
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undermines investment, capital formation, growth and sustainable development at all levels of
the economy. It also reduces government revenue, social expenditure and meeting the
development goals (MDGs) targets becomes a herculean task'’. It fails to promote social equity,
and the development of systems of accountability, fairness, sustainable and a vibrant economy.
Sustainable development is realized only if it is able to mobilize and retain sufficient resources
which are needed to finance growth and development of the domestic economy and block all
loopholes. Resources lost to capital flight are supposed to be stock of productiy tal used for

economic growth and development. Capital flight is no doubt a threat to ic growth!?,

Capital flight studies suggest that, it is driven both by prlvg; public authorities. The

authors accordingly revealed that capital flight is drive v ions due to macroeconomic

instabilities and uncertainties, political and institution@s abilities, less developed financial
0 . .

systems and higher rate of returns differentials abamong others. In the portfolio choice,

private agents hold their savings abroad, &@y doing reduces their private investment

portfolios. This consequently decreasé: %\' vel of private investment and ultimately reducing

economic growth and developmen@&

2.1.6 Economic Gro Q

Growth is édiéﬂ artly because investment has been diverted abroad. Growth is also
reduced beca@ecessary imports are limited by the foreign exchange drain from both the flight
itself. I&OSG earnings on such assets are often not repatriated. It therefore can be argued that
normal capital outflows are the ones that take place in order to maximize economic returns and
opportunities between economies. Normal portfolio diversification takes place on the basis of
differentials in economic returns. Capital as seen from this analysis is that subset of capital

outflows that are propelled by such country policies'!.
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However, it was noted that an influx of immigrants can further alter welfare of the host
countries, especially, when it leads to congestion in the use of public goods and services, such as
roads, parks, and schools or greater demand for transfer payments to cover expenses on housing,
food, and medical care!®. The net fiscal balance from immigration is a function of taxes paid and
the extra demands for services and transfers created. However, when immigrants arrives a new
country, with huge and significant amounts of capital, (both financial and or human) the situation
changes. The reason for the changes is that the capital-labour ratio rises, then fa@% the arrival
of the immigrants. This is the reason countries like Canada; maintain i n presence for
people who arrive with sufficient capital to start new businesses @ timately and in the

%. Education and training

longrun affects the host country positively and improves the

mostly constitute the more typical form of capital that mak@lmgrants a potentially important

source of economic growth'?. 2 fb

A review of the theoretical and e Ql literature on capital flight was carried out
extensively. Debate was on the measu&@ f capital outflow and information was provided on
the magnitude, consequence and @f?e debate focused on the burden of capital outflow for
selected set of developin 1es in four regions of the world (South Asia, Sub —Saharan
Africa, Latin America %ast —Asia). Also, literatures were reviewed on the determinants of
capital flight ath/ﬁwsmns of an overview of empirical studies that have analyzed and
examined étermmants of capital flight were made. In the light of the discussion, the
prospe\& flight capital reversal was assessed. Conclusively, some policy measures were
proposed to stem the tide of continued capital outflow and induced capital reversal. Although, a
multitude of determinants were found in the literature, the following main factors were discussed:
(1) external debt (2) macroeconomic instability (3) political instability (4) rate of return

differentials (5) capital inflows (6) stock of capital flight and (7) public policy uncertainty. These
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all have both direct and significant influence on portfolio decisions of individuals and most of

them are closely interwoven and interrelated'.

2.2 Theoretical Framework
2.2.1 AK THEORY (An Endogenous Growth Theory)

AK theory was propounded by Frankel. In the theory, an argument was raised by him that
aggregate production function exhibits a constant or even increasing marginal proQ%f capital.
Endogenous theory is based on the idea that economic outcomes are inﬂue@/@r factors and
processes that are internal to the economy. These theories focus on h(@&mmic variables like
technology, human capital and institutions develop and chan@er time as a result of
interactions within the economic system!”. This is an e s growth model used in the
theory of economic growth. AK model is also known as@endogenous growth model. It uses a
linear relationship between output and capital'®. E@nic growth problem raises the question of
the driving forces determining growth. Wha\\gnomic growth is a dynamic process, will the
same factor and in the same proportimi‘) ines its strength in the future? The classical school
of thought opined that the cle‘@ ts of economic growth are investment and improving
productive capacity, and ften drives growth. In neo-classical school of thought, three
factors of economi.c th were identified: land, labour and capital. This explained the causes
of economic ro@ capitalist countries. The more these factor inputs are utilized, the greater
is the econ rowth. AK Model of economic growth is an endogenous growth model used in
the th&wof economic growth, a subfield of modern macroeconomics!®. The model predicted
economies with technological change. It is called AK Model because they used result in a
production function of the form Y=AK, with ,,A” constant. The AK Model is actually considered
the first version of endogenous growth theory. Lucas developed AK Model where the creation
and transmission of knowledge occurs through human capital accumulation. The first version of
endogenous growth theory was AK theory which did not make an explicit distinction between
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capital accumulation and technological progress. In effect, it lumped together the physical and
human capital. An early version of AK theory was produced by Frankel. Frankel argued that the
aggregate production function exhibits a constant or even increasing marginal product of capital.
This is because, when firms accumulate more capital, some of that increased capital will be the
intellectual capital which often times creates technological progress, and this technological

progress will offset the tendency for the marginal product of capital to diminish?°. \

In a situation where the marginal product of capital is exactly consta@egate output

Y is proportional to the aggregate stock of capital K ’\

O
Y=AK Q$

Where A is a positive constant reflecting the leve@echnology and ,,K* is taken in a

broader sense, as it includes physical as well as EL@ capital. This model shows constant

marginal product to capital. @%

Hence, output per capita is: Y/L@ﬂ_ i.e. y=Ak. The model assumes implicitly that the

average product of capital equal@nal product of capital, equivalent to: A>0

N\
MPK=0Y /3K = QQ

AK Model is 4, simple way of illustrating endogenous growth. Assuming a closed
economy, the sawi % equal to investment under conditions of full employment. Since
savings are the functions of income and capital depreciates at a constant rate, change in the
capital stock %ae traced through this equation: [=S=s. AK?!.

O

\Si?y capital depreciates at a constant rate, the change in capital stock, K can be

expressed as K=s.Y-gk

The growth of capital stock can be found by dividing both sides of the equation, showing

change in capital stock with K.
K*/K=s.(Y/K) -9
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Since Y=K 1i.e. Y/K=A
Therefore, the above equation can be re-written as
K*¥K=s.A-0
As the growth of output is equal to the growth of capital stock. Assuming that:

s.A>0, the growth of capital stock as well as growth of output, showing that the economy
will be ever increasing, as compared to the Solow-Model?2.

The assumptions of the endogenous model are: Q\
*  Emphasis is on the need for government to subsidize and p Vanentives for

businesses. This is done in order to encourage and mo@\investors.

Q

*  To increase the qualities of labour and produc@, investment in human capital

through education and training, is a requisiteg

O

*  Government should create an enabling€nvironment by creating an enabling
environment, so as to create jobs éhs\&)portunities.

* Investment in infrastné_t}@a requisite, to achieve innovation in production.
* Intellectual prop%%l\ghts are incentives for businesses to thrive?.

Criticisms on@ous growth theory are drawn from:

*  Endogenous<growth theory assumptions cannot be assessed accurately.

. 1@ empirical evidence to validate the theory.

’b6here is no distinct difference between physical capital and human capital.

There is disregard for the role of organizations.
*  The theory places too much weight on human capital.
2.2.2 AK Model with Human Factor
In its more realistic form, we can add labour as an input along with capital. In this context, we

can discuss Arrows model with knowledge spillovers. In this model, the production
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for final output can be written as: Y=B.K ® L!-
This is a Cobb-Douglas type production function showing constant return to scale with inputs K
and L. The total factor productivity is given as B. However, we suppose that B is in fact

endogenously determined.

In sum Appraisal, AK model gives a new framework for the long-run growth of the
economics. However, there are still some reasons to doubt the predictions aon*long—run
growth generated by this class of models. The first is related with the non—ﬁ/ able factors.
In the real world, there are factor inputs that are in fixed supply, s as,land, or that cannot
simply be accumulated indefinitely, such as energy. Another con@ of the AK Model is that

it does not make an explicit distinction between capital acc n and technological progress.

In effect, it just lumps together the physical and hun&@alz“.

2.2.3 Uzawa-Lucas Growth Theory \Q’b

The Uzawa Lucas model proyiq&l explanation for long term economic growth by
emphasizing the role of human ca g‘l}lccumulation in enhancing productivity and economic
performance. It was a model de@yped by Robert Lucas Jr. It built upon the initial contributions
of Hirofumi Uzawa, exte\@g the AK model by a two-sector set-up, where physical and human
capitals are pro '@ifferen‘[ technologies. Uzawa-Lucas model is an endogenous growth
theory. Usin%lmsey framework and Cobb-Douglas production function, Lucas gave more
attention &mal education rather than learning by-doing. Solow-Swan model human capital is
constant, leading to no transitional dynamics. Lucas measures total capital as the ratio of
physical to human capital, and not as a sum. The model is associated with the idea that long-term
economic growth can be explained in part by human capital accumulation. It is considered an
extension of Solow growth model and introduces the role of human capital, referring to

knowledge, skills and education of labour force. The model suggests that investments in
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education, training, and skills development can lead to increases in labour productivity and
consequently higher economic growth rates. The model highlights the importance of policies and
factors that encourage human capital development. This is because they can have a significant

impact on a nation®s long-term economic growth?’.

Its assumptions are:
* Emphasis is placed on the need for government to provide incentives and SQ\%S.

» There is an increasing return to scale by investing in human capital th<0m®ducation and

* Policies should be enacted to help entrepreneurs. 0$

training.

» Investment should be made to improve infrastructurQ

» Intellectual property rights are incentives for&&es to expand their operation.
The theory was criticized on the follom@unds:
* The assumptions of the endogenq&ry cannot be assessed accurately.
* There is no empirical evide&&g@v\alidate the theory.
* There is no unique disi \Am between human capital and physical capital.
 The theory disre }bthe role of organization?!.
The Uza@ theory is very popular in literatures. Its main characteristic is that it is
a two-sector @el, with two production functions, devoted and targeted at producing physical
and hu%&apital. Agents have the same expertise and they devolve a fraction of non-leisure
time to produce the final good, and dedicate the remaining to training and studying. The first
sector produces a consumption good by means of a constant returns to scale Cobb-Douglas
technology, and the second one produces human capital on the other hand. The peculiarity of the
model is in the functional form of the technology used in the second sector. Here, a linear

technology is specified in which physical capital does not appear?>.
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There is a perceived representative agent and the return on capital from a social point of
view. Its relevance is in two folds. One of the usual results in the two-sector growth model is no
more obvious, as long as it is no more guaranteed that the optimal trajectories converge towards
the steady state equilibrium. Also, the presence of externality leads us in distinguishing between
decentralized or market solution and centralized or social planner solution. This is such that
when a distortion due to such externality occurs, the market equilibrium solution diffe{from the
optimal solution, chosen by a hypothetical social planner.This acknowle the crucial
importance neglected in the literature of studying the centralized solutiong@/nodel when the

O
N

Lucas described the properties of both centralized a ntralized economics evolving

\
O
’Zé

A model of endogenous was presented b }1 Romer. He introduced capital externalities into

externality is not zero.?*

with balanced paths.

2.2.4 Paul Romer Endogenous Growth

.
the neoclassical production functio&fil}e production function is characterized by increasing
returns to scale of all factors® &%ﬂuction constant returns to scale of capital. This lays the
foundation for the exis%% endogenous growth model. However, in Romer*“s model, the
growth of the eco %quires the fulfillment of certain conditions. The first of the condition is

that, the size %1 ternalities must be significant; otherwise the economy grows according to

O

Cobb- as function. Moreover, Romer"s model foresees the existence of the scale effect,
which is not confirmed by the data flowing from individual economies. This growth model holds
that economic growth is primarily the result of endogenous and external forces. The model holds
that investment in human capital; innovation and knowledge are significant contributions to
economic growth. It focuses on positive externalities and spill-over effects of a knowledge-based
economy which will lead to economic development. It also holds that the long-run growth rate of
an economy depends on policy measures?.

Romer theory, an endogenous theory has the following assumptions:
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* Economists who believed in the theory place emphasis on the need for the government to

provide subsidies and incentives.

* Asaresult of investment in human capital, there is an increasing return to scale.
* Enabling environment should be created for entrepreneurs.

* Investment in infrastructure should be encouraged.

* Incentives like intellectual property rights should be for businesses t(Q%[ynd their
operation?®,

He presented his model according to which technical progress, gn{determmant of
economic growth, is reflected in the increasing supply of interm goods. In his model,
economic growth is dependent on the level of human capital tri¢s rich in human capital can
develop very quickly. While the shortage of human c§ an lead to economic stagnation.

Thus, the model does not confirm the phenomenon g@ ergence between economies

The collective failure to explain the conditic@:nvergence reported in the empirical literature

is a major critique. Another critique é{&o ornerstone assumptions of diminishing returns to

capital. Aé

Romer endogenous theo&@s criticized based on:

* The assu@nnot be assessed accurately.

. There§ o empirical evidence to validate the theory.
o much difference between human and physical capital.

. roles of organizations were disregarded?’.
2.2.5 The Classical Growth Theory
The classical growth theory focuses on long-term economic growth and the factors that drives
it,which are the role of capital accumulation,technological progress and labour supply.The

interest of the classicals, among which are Adam Smith and David Ricardo in the problem of
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economic growth are rooted in the concrete conditions of their time. They were confronted with
the facts of economic and social changes taking place in the contemporary society. Their interest
of economic growth was also derived from a philosophical concern with the possibilities of
progress which is an essential condition which was seen to be development of the material basis
of the society. Progress was seen from the point of view of the growth of the national wealth.
Hence, the principle of national advantage was regarded as an essential criterion geconomic
policy. Progress again was conceived from the framework of a need to preserv te property
and the interest of the property owning class. With this, they were able @(n}de an account of
broad forces that influences economic growth and of the mechani nderlying the growth
process. They were able to achieve the recognition that Q%nulation and productive

investment of a part of the social product is the main drivir@'ce behind economic growth, and

under capitalism, this takes the form mainly of the g%gments of profits.The classical growth

theory posits several key concepts: \Q’b

1. Capital accumulation: Accordf@he classical growth theory, the accumulation of

physical capital (machine Xulpment, infrastructures) is a primary driver of economic

growth.Increased %@ent in capital leads to higher productivity and output.

2. Technoloi? gress: Technological advancements are seen as a crucial driver
e

longteg

d@men‘[ in improving productivity and increasing the efficiency of production

nomic growth. The theory emphasizes the role of innovation, research and

Processces.

3. Diminishing returns to capital: Classical economists recognize the concept of diminishing
marginal returns to capital accumulation. As more capital is added to the production

process, the additional output gained from each unit of capital diminishes over time.
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4. Labour Supply: Classical growth theory also considers the role of labour supply in
economic growth. An increase in the labour force through population growth or labour
force participation can contribute to economic expansion, but its important to balance this

with technological progress to sustained growth.

5. Convergence: Classical growth theory suggests the existence of a long-term tendency for
economies to converge toward similar levels of per capita income. Thi@vergence

occurs due to capital accumulation, technological diffusion, and efﬁc@nprovements.

6. Policy Implications: Policies that promote savings, inves%@ physical and human
i

capital, technological innovation, and a conducive @'n s environment are often

recommended by classical growth theorist to foster @term economic growth.

\

Classical growth theory provides a fram for ubderstanding the determinants of
economic growth over time and has i d policymakers™ approaches to promoting
sustained prosperity in economies aro\ e world?®.

Here are a few aspect of the cl@owtb theory:
Steady state: The classical grqw&@ﬁsts suggest that economies tend to reach a steady state or
equilibrium in the long- Qs\efe the growth rate of output per capita stabilizes. In this state,
the economy*‘s cagi@c grows at the same rate as its labour force, and there is no further
increase in out @apita.
Savings an(fa stment: They emphasize the role of savings and investment in driving economic
groth?ther savings rate leads to greater investment in capital, which in turn contributes to

higher productivity and economic expansion.

Role of Institutions: Classical growth theory acknowledges the importance of institutions, such
as the rule of law and political stability; in fostering economic growth.Sound institutions create

an environment conducive to entrepreneurship, innovation and investment.
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Human capital: While classical growth theory primarily focuses on physical capital, some
extentions of the theory consider the role of human capital (education, skills, knowledge) in
driving economic growth. Investments in human capital are seen as essential for technological

progress and innovation.

The assumptions of the classicals are:
* The economy has a high employment rate. Q\
» There is the existence of full employment without inflation. Q}Q
» There is laisez faire capitalist economy without government int@%qce.
» There is a closed economy without foreign trade. %
» There is perfect competition in labour and product
» Labour is homogenous. Q
* The output of the economy is divided betv@nsumption and investment expenditures.
» Wages and prices are perfectly flexi 1
» There is perfect information 01@)%!!21 et participants.

* Money is the only medluQ%exchange

* Money and real v@e related and proportional.
+ Savings are.a&@atically invested.
Capita t&%

nd technical knowledge are given.

. \1@’;& diminishing returns operate in production.
t

mes long run.
The theory has the following limitation.
+ Self-adjustment is not possible.
» Equalities of savings and investment through income changes.
» Importance of speculative demand for money.

* Rejection of quantity theory of money.
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* Money is not neutral.

* Refutation of wage-cut.

* No direct and proportional relation between money and real wages.
+ State intervention is essential.

* Long-run analysis unrealistic.

* There is underemployment equilibrium. Q\

 Refutation of Say*s law?. Q
2.2.6 Harrod Domar Growth Theory /\Q/
Growth is sustainable in the case of Harrod-Domar, when thre rates are equal: the

actual growth rate, guaranteed growth rate, and natural growth This situation in Harrod

Q

Domar is called ,,golden age 3. This is where the ach}a@bmacroeconomic balance ensures the

full use of capital and labour. Its assumptions are:fb

\O

* Income is determined by inves >through multiplier. Savings income ratio is assumed
constant. %\(—)

* Productivity caps%Q created by investment according to potential social average

investment p ﬁ%tivity.
C

* The my operates at full employment and makes use of available goods. °
0

\/QJ Productivity and savings rate are the main determinants of economic growth.
» The theory assumes constant returns to scale for the capital-output ratio and propensity to

save.

» Average propensity to save (APS) is the same as marginal propensity to save (MPS).

* Investment is net. This is gross investment minus depreciation.
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The theory has the following as its limitations:

* The theory over simplify the sources of economic growth. It ignores other factors.

* The theory assumes the economy is operating at full employment.

* A constant marginal return on capital is not valid.

 Capital is immobile3!.
2.2.7 Neo-Classical Growth Theory \
Solow QQ
Robert Solow proposed a long-term economy growth model, in response‘&t&
unsatisfactory results derived from Harrod —Domar model. The_ai to show that in the
longrun, an economy achieved sustainable growth. Then to the growth rate of income per capita
was equal to the rate of population growth. Instability of the omy and impossibility of the
full use of the labour were the problems identified by Harrdd=Domar. These were solved by

Solow model by introducing the assumption of substitytion of factor inputs, which in turn
remove the assumption of a constant ratio of capital% tion3!.

The model of this study is an off-shoot {fé@

works of Udah and Ayara. They examiﬁl stitutions, governance structure, and economic
del,

model of economic growth used in the

growth nexus in Nigeria. In the Sol@o output is a function of capital (K) and labour (L)
with constant returns to scales \'E];k%e of capital accumulation in the long-run is higher than in
the short-run, the marg% ficiency of capital approaches zero and the growth rate is

subsequently determi\(%;{ay technical progress and growth in labour force.

GDP= AKi @ (1)
Where G eal GDP

A=Tomctor productivity
K= Capital Stock
L= Labour

= Elasticity of capital with respect to output
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The model assumes that each productive unit will use the same level of capital and labour, with

the following aggregate production function as;

GDP=AK®“ L? )

In the study of Udah and Ayara, they incorporated governance structure and institutions into
equation 2, through the effects on total factor productivity (TFP) or technical efficiency on the
premise of the role of institutions in increasing technical efficiency, which in ngfects the
efficiency of investment. Thus, their study assumes that TFP is a fuan}@ qualities of

institutions and governance structure (corruption, government effectiv@&nd the rule of law).

Thus, A=Yt =00 +aixt+02 CIM + &t 3)
Conbining equations 2 and 3, we have; Q
GDP=CK*, Lk, X4, CIM® (4) 6’6Q
Where a,pB,d and ¢ are elasticity coeffiei

From equation 4, an explicit estimatigg&tion is specified, ignoring labour and capital and

taking the natural logs of both sides &g’)\

&

LogGDP= 0o +auxt+ 02 CI Q} %)
Where xc=a Vector.@anatory variables, including; voice and accountability
(VACCOUN )@ﬁcal stability and absence of violence (PSVIOLENCTR), Governance
effectivenes FFECTR), Regulatory qualities (REGULATR),Control of corruption
(CORWR),CIM%onUact intensive money (CONTRINTR), E;= Stochastic error term, with
the usual normality assumptions. Its assumptions are:

» Capital is subject to diminishing returns in a closed economy.

» The population grows at a constant rate.

* All consumers in the economy save a constant proportion of their income and consume

the rest.
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* All firms in the economy produce output using the same production technology that takes

in capital and labour as inputs.

» Prices and wages are flexible.

*  One composite commodity is produced.

» There is perpetual full employment of labour.

» Labour and capital are substitute for each other. Q\
Its criticisms are based on: Q/Q

* The purpose of the theory was to examine what might be@l& tight-rope view of

economic growth. %
* There is absence of an investment function. Q
* The theory is based on the assumption of lab&@lgmenting technical progress.

» It is based on realistic assumption of @\ous capital.

» It leaves out the causality of techni rogress.

» It assumed flexibility of pri%&’

2.3  Review of Empirical @s

2.3.1 Evidence from De ed Countries

High unemplénit}(%tes in a country can indeed lead to labour migration, which can have
both positix;a@ negative impacts on the economy. Labour migration can be driven by the
search ogétter employment opportunities and improved living conditions. However, it can also
pose challenges for the home country, such as a loss of skilled workers and potential remittances
In the case of Pakistan; labour migration has been significant with many of her citizens seeking
employment abroad. While this can provide remittances, that benefit the economy, the loss of

skilled workers can be a challenge, and there may be social and economic consequences, in
terms of family separation and adjustment to a new culture.
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While developing and underdeveloped economies are characterized by ,,push factors™ that
discourages and moved migrants out of the home economies. Industrialized and advanced
economies are however characterized by” pull factors”, which encourages, entices, pull and draw
migrants into them. The interplay of ,,pull and push® factors is a key driver of migration. People
often leave their home countries due to push factors and are drawn to other countries because of
pull factors. The relationship of capital flight and economic growth can be co&lex and
contextspecific. While capital flight typically involves the outflow of capital. e cases, it
might not necessarily lead to negative economic consequences; it depe sgyvarious factors,
including the reasons for capital flight, the scale of outflows, an mpact on the overall
economy.For the study of capital flight in Malaysia, it”s intere %ﬁa positive and significant
relationship was found between political risk and the outﬂo cap1tal High political risk could

be political instability and uncertainty. This can be g@orce for capital flight. Investors may

seek more stable and secure environments fo t pital, when they perceive political risks in
their country. This underscores the 1m %(J: of political stability and risk management for
economic stability and attracting inv ﬁ%@nt nderstanding specific drivers of capital flight in a

particular country is crucial fo@%ﬁcy makers to implement measures that can mitigate it™s

negative effects and pro@nomlc growth™.

It is not 1smg that changes in the domestic economy and political environment can
affect ca;é/ ws, including capital outflow. In the case of China its political structure and
econoMolicies can have a significant impact on the movement of capital, both inflow and
outflow. Political stability, rule of law, and government policies, play a crucial role in shaping
investors™ confidence and the flow of capital. Any significant shifts in the political environment
or economic policies can influence the decisions of investors and businesses, potentially leading
to capital outflows or inflows. The use of econometric models like the ARDL is to analyze these

relationships is a valuable tool for researchers and policy makers to better understand the
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dynamics of capital flows and make informed decisions, regarding economic and political
reforms. The findings of such research can be instrumental in developing strategies to manage

capital flows 34,

The impact of capital flight was studied on a long term economic growth. This was done
using varying methodologies for a set of 75 economies for 9 years, with the panel d&panning
1994 to 2003.Pooled cross section analysis was employed based on the fi sets model
estimated by feasible generalized least squares method and the results were p%e)u ed. This study
highlights a common concern associated with capital flight, especia@a eveloping and less
developed countries. When capital flight is significant, it can i @e adverse effects on long
term economic growth and GDP per capita. This is becau@ flight often results in a drain
of resources that could have been invested dom st@to promote economic growth. The
findings suggest a negative impact on GDP pe%%tal growth in countries with her capital
outflows, aligning with the idea that capital h\&:an exacerbate economic hardship, particularly
in countries that are already facing eéﬁ challenges. Such studies can help policy makers
understand the importance of] a&%&ng the factors that drive capital flight and implementing
measures to encourage %‘%c\ investment and economic stability. Efforts to reduce capital
flight and attract inv nt often involve policies aimed at improving the business environment,
enhancing g e\gn} and addressing issues like corruption and political instability. This can
help creat&/ﬁobé;e conducive environment for economic growth?>.

\% study on capital flight from Thailand during 1980-2000, along with its findings
highlights some essential economic relationships and consequences. The discovery of
cointegration between capital flight, foreign reserves, external debt, foreign direct investment
and the current account balance with GDP suggests that these factors are interconnected and can
impact the country™s economic performance. The negative impact of capital flight on the

economy is a common concern, as it typically reflects a loss of resources that could otherwise be
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invested domestically to promote economic growth. The recommendation to create an enabling
environment for profitable investment aligns with a common strategy to mitigate capital flight.
Government often aim to improve the investment climate, reduce political risk, enhance
governance and encourage foreign and domestic investments to keep capital within the country

and support economic growth and development?®.

It is common for studies to be country-specific, because each country Q*be unique
economic, social and political con text. A study focused on the Philippines. (}Qs used in the
analysis for modeling relationship between the variables, but the &ﬁc methodology is
dependent on the goals of the research. The decision to ignore k&evelopment indices or
include a pull factor in the analysis may depend on the r @ question and what the study
aims to investigate. Research design and methodologﬁa vary depending on the research

objectives and available data®’. ’66’6
2.3.2 Evidence from Developing Ca P*s
X

The practice of developinég & tes resorting to external borrowing to finance growth and
development. However, t @act of capital flight on economic growth can complicate this
process, as capital.ou ws can offset the benefits of external borrowing. The use of statistical
tests like ADF @LS is a standard approach to examine these relationships. The positive
relationship‘&%een the proxies of capital flight and GDP in the study suggests that capital
flight can andeed have a counterproductive impact on economic growth. The recommendation to
pay more attention to foreign debt servicing and capital outflow is valid ,as addressing these
issues is crucial for ensuring that the benefits of external borrowing is not eroded by capital
flight, which can hinder economic growth and development. Policy makers should focus on

creating an environment that encourages and reduces the incentives for capital flight?s.
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It is imperative to consider the impact of capital flight on economic growth. It has been
empirically sought by researchers and policy makers to find out the short-run and the long-run
implications of capital flight on economic growth in Nigeria from 1986-2015, employing
Augmented Dickey Fuller (ADF) test, bound test and ARDL?®, It was found that capital flight
has reduced the development resources of the nation in a considerable measure, thereby leading
to embarking on foreign debt in the economy. The findings of capital ﬂi%reducing
development resources and potentially leading to foreign debt are a conce country*s
economic growth and stability. This highlights the importance of POliCi’thzﬂed at curtailing
capital flight and promoting economic growth and development. A ch was carried out on
the causes of capital flight from Nigeria between 1980-2@ ing the vector correction

mechanism (VECM) on variables, such as interest rates, @al flight, political instability and

GDP.""Findings revealed that a negative relationshls aﬂ@ between capital flight and economic

growth, suggesting that capital flight may ad a detrimental impact on a country®s
economic growth and development. How h‘aere exists a positive and significant relationship
between capital flight and interest g{@implying that higher interest rates may attract capital
flight which might be a concw@onomic stability. These findings may be valuable to policy

makers in addressing isss@%ed to capital flight and its impact on Nigerian economy?°.

Q)

The p iti@;ﬁ}aﬁonship between capital flight and the discomfort index ,a proxy for
poverty ,s s that capital flight may have contributed to an increased poverty or discomfort
in Nig}ix, during 1986- 2014. The findings underscore the potential negative impact on the
wellbeing of the citizens. It is essential for policy maker to consider measures to address capital

flight so as to mitigate its adverse effects on poverty and the overall economic wellbeing™.

The research findings regarding the relationship between capital flight and human

development index, HDI in Nigeria are valuable. The positive relationships between capital and
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financial account deficits ,external debt servicing and external reserves with HDI suggests that
these factors might contribute to human development in the country. On the other hand, the
negative relationship FDI outflows and HDI implies that FDI outflows may hinder human
development. The significance of capital and financial account deficits, external reserves and

FDI outflows reinforces the importance of these variables in influencing human development.

The recommendation to judiciously use external debt for infrastructural develgpment to
encourage investment and economic growth is a sensible policy suggestion. T% 1d help

improve the overall wellbeing and qualities of life of Nigerians. It is essential f icy makers
to strike a balance between managing external debt and leveraging 1t of sustainable
development*!, ,\

Capital flight, whether normal or abnormal has a damaging on the economy of the

domestic country. It is generally known that shortage of fuad: inance economic growth and

development is a major challenge confronting the AQQa continent. This is a significant
challenge in many African countries. Thus, encoux& the inflows of foreign capital through
foreign investment cannot be overemphasii@ order to bridge the existing resource-gap in
developing countries. However, it is cﬂ.@r countries to manage external borrowing carefully
to ensure that the borrowed fund & invested in projects that yield returns and contribute to
long term economic grow evelopment leading to unsustainable debt burdens. Balancing

domestic resource mo hz ion and foreign investment is essential for sustainable economic

growth and deve@&nt in these countries. Many developing countries have resorted to external

borrowing @eans of bridging their savings-investment gap*’.

Q

Capital flight is a challenge for many developing countries of the world. It is more severe
in developing countries like Nigeria, where domestic investment has been terribly affected. The
study undertakes an empirical investigation of the impact of capital flight on domestic
investment in Nigeria between 1980 and 2017. Deploying the Auto-regressive Distributed Lag

Model (ARDL). The findings are significant. The negative and significant impacts of capital
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flight on domestic investment highlight the challenges posed by capital flight for the country*s
economic growth and development. Also, the study observed that the qualities of institutions in
Nigeria serve as a disincentive to domestic investment. This underscores the importance of
improving governance and institutional frameworks. The recommendation to strengthen
institutions to ensure the availability of investible funds is crucial for fostering a conducive
environment for domestic investment and economic growth. Addressing the issue\of capital
flight and improving institutional qualities are vital steps toward attracti d retaining

domestic and foreign investments in Nigeria. Strengthening of institutic&gqyessary in order

to guarantee the availability of investible funds®. @

Human capital flight otherwise known as brain d@@ significant concern for many
developing countries. When professionals emigrate ther countries, in search of better
qualities of life, it exercabates existing challe\%,’blike poor human development ,high
unemployment ,rising poverty rates, poor m care and insecurity among others*. The loss
of human capital can impede a country'\&&ress and developmental efforts. Many developing
nations tried to address brain d& ’&%ﬁh the aid of policies that attracts and encourages the

retention of skilled profes:i@and the creation of opportunities that makes them to stay and
t

contribute their experti e domestic economy*.

2.3.3 Evidence{ fr:§‘A rican Countries

The fact al capital flight from African countries over the period of 1970-2018, represents
94 peMt of the total GDP of those countries. It indicates the magnitude of capital flight
relative to the economic output of these countries during the time frame. Also, that it accounted
for 85 per cent of the total GDP of all African countries in 2018 highlights the substantial impact
of capital flight on the continent economies. This emphasizes the need for measures to address
and reduce capital flight to ensure that more resources remain within African countries to

support their economic growth and development*S. The significant growth in capital, reaching
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$85 billion between 2010-2018 is a concern. The variation in capital flight among African
countries underscores the need for targeted efforts to address this menace. I t is promising to note
that stopping illicit capital flight could potentially cut the annual financing gap of $200 billion
that the continent faces in order to achieve the Sustainable Development Goals in half. This
highlights the substantial financial resources that could be redirected towards development and
poverty reduction. The potential gain of $89 billion annually by curbing illicit ﬁn&al flows
further emphasizes the importance of addressing capital flight in the African@%ent. These

resources could be channeled towards critical areas of infrastructure, hea}%&;}nd education to

foster sustainable development and growth on the continent®. @

Capital flight, though not a novel issue but a significan in many African countries.

Capital flight as a percentage of GDP for Congo Re Q&, Seychelles and Sierra Leone from
1970-2018. Capital flight has potentially e d the debt liabilities in African
countries.Capital flight from all over the worldflb cilitated by a number of causes. Natural
resource export embezzlement, tax evasion\ ption, transfer pricing and outright capital
smuggling from Africa could all be causes*

Traders in emerging nations may h&' rious incentives to engage in practices of imports

under-invoice and export over-in %e, especially when foreign currency is limited in supply.
Some of the incentives in h@currency controls, tax evasion, access to credit, profit margins,
and securing foreign Qcy. One of the conceivable motivations for attempting to bring
money back into@}ﬁry that was unlawfully moved outside for investment purposes through
export ove@cing, which is a method of laundering illegal money through a legal channel.
Look%& from an economic growth perspective, the money coming back to African countries

is good, it comes through illegal means and may be spent for activities that may be harmful to

countries™.

It is an obvious fact that in terms of health and access to basic social infrastructures, the
continent of Africa significantly trails behind the targets and other regions of the world. These
make Africa capital flight problem worse off comparatively with the rest of the world.
Academicians and policy makers wanted to investigate capital flight once it was identified as a

53



persistent impediment to growth and development in Africa. New empirical investigations have
piqued the academic community*s interest*.

Capital increases government insolvency through both flight of private wealth (tax base
erosion) and embezzlement of public resources as a result of corruption, which has affected the
psyche of the Africans. Consequently, private agents worried about future tax burdens and allow
the flight of their capital to abroad for safe haven. This would reduce the demand Klomestic
assets, leading ultimately to lower private domestic investment. Over all, duction in
domestic assets from the private side together with depletion of public reven&s]vould results in

reduction of total domestic investments, which ultimately affected eco@ic owth severely*®,

A study investigated the effect of capital flight on inves ing emerging economies as a
geographical scope between the periods of 1975-2000. result revealed the negative effect of
capital flight on private investment, whereas the F&Q’% financial liberation on capital flight is
found statistically insignificant. This sugges};\@t when capital flight occurs, it can reduce the
amount of capital available for domeégﬁ\prl ate investments, potentially hampering economic
growth and development. Tl.le &@ also found out that the effects of financial liberation
measures implemented @these period .The findings emphasized the importance of
addressing capital. i%as it can undermine investment and economic development. Policy
makers may ee@onsider measures beyond financial liberalization to combat capital flight
and prorn(eb ate investment in the region*’.

v
Africa has experienced economic growth in recent decades. However, persistent poverty and
inequalities remain significant challenges on the continent. Addressing these requires a multi-
faceted approach including investments in education, healthcare, infrastructure and policies that
promote inclusive economic development. Among the fundamental problems Africa is still

suffering from are their inability to sustain high growth rates to generate meaningful gains in
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poverty reduction and the low level of investment, as one of the structural constraints. The

shortage of long-term domestic financing is argued in the literature as one of the reasons for

Africa“s low level of domestic investment®. Capital flight, mostly in Africa is caused by trade

mis-invoicing, transfer pricing manipulation and domestic tax losses , to mention but a few>°,

Another study analyzed the magnitude of capital flight in Kenya, in the African
country, using different methods of estimation. The study empirically de r@ the causal
factor of capital flight, placing importance on macroeconomic Variables.ﬂ‘{)g:flded that capital
flight peaked usually in the year of balance of payment crisis. JLhis™ndicates obviously that
capital flight was used to hedge against the poor economic cons. It also suggests that in the
absence of credible reforms been put in place by the p&y akers in the economy, economic
growth would lead ultimately to increased capital f@’b\nother study, among the study carried
out in Nigeria estimated the determinants of%& flight in Nigeria from 1970-2000. The data
were analyzed using OLS. The resuk@ed that domestic inflation, availability of capital,
parallel market premium and com@f@ growth rate of the economy are the major determinants
of capital flight in Nigeria’'. .Q\A

Creation o 'a@nious framework for capital flight policies in Africa is very crucial,
especially wi@e obvious evidence of severe poverty affecting the continent. Such policies can
help Klt;% the economic challenges and promote sustainable development in Africa. It
assessed how common measures can be adopted by sampling countries on the cause of extreme
poverty. The data set is sub-divided into fundamental characteristics of African capital
categorized on income levels, legal foundations, natural resources, political stability, regional
proximity and religious domination. The main findings show that, from a projection date of 2010,

a feasible timeframe for harmonious policies is between 2016 and 2023. The timeframe
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coincides with the beginning of the post-2015 agenda on sustainable development goals.
Economic theory espouses that domestic investment is a decreasing function of capital flight.
However, is there a possibility that reversals in capital flight might lead to a decline in
investment levels in Nigeria? The study investigated these possibilities .Employing the nonlinear
autoregressive distributed lag model, (ARDL) the study finds evidence of asymmetric impact of
capital flight on investment undertaken at the national level. However, investm&by sub-
national governments revealed the existence of symmetry, while overall t@blic sector
investments, indicated the existence of asymmetric effects between ’ngw and negative
deviations of capital flight. The paper maintained the need for the thening of institutions
and policy measures that goes beyond the conventional mann@in ckling the issue of capital

flight,that has for years affected the growth and developme@ the African continent’?.

\

To investigate the effect of institutions oné@ omic growth in Africa, a study used
generalized methods of moment (GMM), ﬁ)@ects (FE) and Random effects (RE) models in
1996-2016. Institutional qualities like p@ stability appear to be the most significant factor in
explaining the real GDP per capi@cowth in Africa’. An investigation of the determinants of
capital flight in Sierra Le @t e causality between capital flight and the key variables were
made, within the context 0f the Autoregressive Distributed lag (ARDL), estimation technique
and the granger @a&t test. The long-run estimates that real exchange rate, corruption and
external de}ab the main determinants in Sierra Leone. The findings indicate that the real
excha?@%e, high level of corruption ,which is the order of the day in African countries and the
accumulation of external debt, results in an increase in capital flight34.

Despite the level of developmental process, capital flight still poses a great danger in the
growth and development of national economies. The reason is that it symbolizes a share of
forgone investment. In view of this, the study examines the impact of capital flight on economic
growth in Nigeria, using annual time series data of 1980-2019, using autoregressive distributed
lag (ARDL) model. Findings revealed the presence of a long-run and short-run relationship

between real GDP, capital flight, foreign reserve, external debt and domestic investment®.
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Another study provides theoretical and empirical insights into the puzzling simultaneous
rise in foreign direct investment inflows in Africa and capital flight from the continent over the
past decades. The paper explores three questions: (1) does foreign direct investment fuel capital
flight? In other words, is there a FDI-fuel capital flight? (2) Is national resource endowment a
possible channel for the capital flight —FDI link? (3)Does the quality of institutions mitigate the
impact of national resources on capital flight? The paper develops a theoretical fodel that
conceptualizes the linkages and sets the stage for an econometric investigation Qge questions.

The results was based on the sample of 30 African countries over 1970-@6 result showed

that FDI flows are positively related to capital flight, suggesting a DI — fuelled capital

flight6.

To examine the role of political governance crisis in @%ionship between hard mineral
resources exports and capital flight in the Centr @n Republic between 1978-2010.The
result of the short-run effect showed that offi evelopment assistance and gross national
expenditures have a negative and signific }hnpact on capital flight while the interaction of

.
political governance crisis, hard m@ resources, and GDP per capita have a positive and
significant impact with capital.@ Moreover, governance crisis and export of hard mineral
resources has a negative«@%gniﬁcant impact on capital flight®’. On the other hand, the result
of the long-run sh a negative and significant impact on governance crisis, official
development sgllm(ce and gross of national expenditures. The interaction term between hard
mineral r@’bces, exhibits a positive but insignificant impact on capital flight. A paper provides
eviderk/on the adverse effect on covid-19 induced capital flight on the bonds and foreign
exchange markets in Ghana. The study found significant portfolio reversals after the first case of
covid-19 was recorded in the country. This has a far reaching negative effect on nominal

exchange rate. The findings implied that over reliance on foreign portfolio renders the bond and

foreign exchange markets vulnerable to unanticipated external shocks>®.
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Cote d*“voire is the highest exporter and producer of cocoa, accounting for 40 percent of
global supply. At the end of 2018, it had lost $55 billion through capital flight alone. The value
of cocoa is accrued to powerful politicians and the common people in Cote d* voire loses, as
they lack basic services. South Africa, another richly endowed country also suffers from capital
flight through embezzlement of state resources. Capital flight, especially from Africa is the

reincarnation of the colonial state-led plunder of the African continents resources, leaving behind

an impoverished population®’. OQ

Evidence suggests that capital flight is not essentially the 0@ of portfolio choice
normally by African wealth holders. Policies aimed at increasing re to domestic investment,
though are desirable, they are still not effective i1 ng capital flight. However,
strengthening the human and technical capabilities aryb%%ctiveness of special institutions is a
better strategy. Also, macroeconomic stability, are desirable but cannot be sufficient
enough to deter capital flight. Strong inst'tu\\ﬁqg and rules are required to keep corruption in
check, and probably reduce to the bar .g(%hi um the menace of corruption. The public needs to
know how much revenue acq‘u&%t\w government and how much is produced and exported.

With this in place, the A%@)lic can hold their governments* accountable®’.

African c@oose more as a result of capital flight, even with the aids and grants
received fromMinternational organizations and also from investment. Illicit financial flows are
widesprea vulnerable and its impact is felt more. In finding solution to the impasse,
count 'es% Kenya and Angola are working on well-intentioned policy initiative in order to
combkofruption and nib in the bud illicit outflow®.

An investigation was done of the effect of capital flight on Ghanas economic growth.
This was done with the aid of non-linear ARDL estimation techniques and the data was sourced

from 1976-2020. The result revealed that positive change in capital outflow has a negative and

significant effect on economic growth. The study therefore recommended that the government
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through her policies aimed at recovering the outflow from corrupt public officials, in order to aid
domestic investment. Capital outflow from Ghana in 2004 was estimated to be 98.7 percent of

GDP. FDI inflows to African countries have steadily increased over the years, to a fast rateS!.

Another paper also presented an updated methodology for estimation of the cash outflow,
using the residual method in countries of the West African Monetary Union Zone. The gesults
therein showed that four countries have experienced significant real capital flight Q% last
four decades. The countries involved are Burkina Faso, Cote d voire, Niger arQSngal. The

results suggested that political stability, and accountability reduces cap@h ht, while their

collective effect through political governance is not significant if théNomg-run®,

Q

2.3.4  Evidence from Nigeria be

Capital flight weakens financial regulations,/Mrdnsparency and accountability; it erodes
institutional competence and allows capitﬁl ht to thrive continually and unabated.Economic
S

N

growth discourages capital flight. I’Kﬁgos by instilling hope in the psyche of the savers.
However, poor economic indig@ such as low GDP and fluctuating inflation encourages
capital flight. Capital fli %s for decades been a recurring problem in many developing
countries, paﬂicula@st Africa, given the small size of resources and limited markets. The
problem of c% ight needs serious attention. One of the main factors that weaken savings
and reso obilization is capital flight. Capital flight decreases economic growth, both in the
short-run*and in the long-run. Though adequate attention is given to capital flight, it remains a
problem and it negatively affects the economic growth of West Africa countries.External sources

of capital have become an all-important means to achieve a sustained growth. These are

channeled into the provision of infrastructure that generates revenue and service the external
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debt shock, especially at the time of emergency and unforeseen contingencies.The sub Saharan
Africa
(SSA) is perceived to be heavily indebted, as her foreign assets exceed her foreign liabilities.

However, these assets are owned by private entities, while the people own huge liabilities
through their government®,

Public funds that can be committed into provision of social services like education and
health are instead committed to debt servicing, and a fraction is used to fi Qpital flight.
Interestingly, capital flight and external debt have become interw VeUtertwined and
interrelated. External debt is said to fuel capital flight and capital fligh he other hand induces
more external borrowing. Similar studies have considered the %ﬂp between capital flight
and economic growth. It has always been a negative re Qsiip. This is attributable to an

increase in the transfer of funds from the domestic cﬂb , which reduces the available funds

and resources required to finance growth and dev ent in the home country®.

\®)

N
Another study examined the effec@aﬁtal flight on macroeconomic performance in
Nigeria for the period of 1981- Q9\ It also ascertained the determinants of capital flight in
Nigeria for the period. Th @correction model was used because the unit root test revealed
all variables were .s@ry at first difference. The study revealed that capital flight negatively

others, that al debt and foreign direct investment should be used for productive purposes

affects econogi@vth and investment in Nigeria. The study therefore recommends amongst

such thgcapital flight as a result of inflow of funds from abroad is impossible and that stable
exchange rate policies should be adopted to avoid devaluation which is a determinant of capital

flight in Nigeria®.

A study examined the impact of capital flight on economic growth in Nigeria for the period

between 1990-2017.The Augmented Dickey Fuller test (ADF) was employed in testing for
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stationarity of the time series. The Ordinary Least Square (OLS) econometric method of data
analysis was used for the study. The T-test showed the existence of a positive relationship
between the proxies of capital flight and GDP serving as proxy for economic growth. It was
recommended that policy makers and the relevant authorities should pay more attention to the
issue of capital flight and foreign debt servicing in order to stem the tide of its counterproductive
impacts on economic growth.However, a study revealed that increased population growth rate
and poor life expectancy increases the likelihood of migrating out of Nigeria@Qas affirmed
that the increasing population has always been to the disadvantage of the gqaa economy®®,

A study equally examined the impact of capital flight and its nants on the Nigerian
economy ,using the Autoregressive distributed lag model(A %&malyze the data sourced
from 1981-2015.The variables used are current account b ce inflation rate, external debt,
foreign reserves, foreign direct investment ,capi 1@, external debt and the real gross
domestic product. The result indicated that capi ght has a negative impact on the economic

growth of Nigeria. The study recommend h‘hat there is need for government to implement

policies that will promote domestic i{(%hﬁnent as well as discourage capital flight from Nigeria®’.

R\

A study examine%@pact of capital flight on economic growth in Nigeria within the

context of the Autoregressive distributed lag (ARDL) estimation technique. The study utilized
annual data for the p % 1981-2019, sourced from the statistical bulletin of the Central Bank of
Nigeria (Cﬁ@d World Bank Development Index (WDI) data on Nigeria. The result confirms
the existene of cointegration and that capital flight has a negative impact on the economic
growth of Nigeria. The study recommends that government should create a business-friendly

climate by increasing its foreign reserve and reducing external indebtedness as well as invest in

basic infrastructure to attract foreign direct investment (FDI)%®,
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The effect of capital flight on financial savings in Nigeria has also been examined .The
result showed that capital flight exerted negative and significant effects on financial savings. It
was recommended inter alia that investments be directed and focused on infrastructural
development and the real sectors of the economy, in order to accelerate the level of capital
formation and induce further growth of both private and foreign investments, which will equally

generate additional savings for further investments in the long run®. \

A study on the effects of capital flight on tax revenue in Nigeria WaQ/Qd out. Using
ordinary least squares (OLS) model, based on time series data, qua xcapital flight under
the hot money or balance of payment approach. It was found that$ increase in capital flight
caused a 2 per cent decrease in tax revenue in Nigeria. the variables included in the
model, only lagged capital, fiscal balance and exch n%@were to be significant in influencing
capital flight in the country. The study therefor luded that unless sound macroeconomic
measures were taken to address these factx,x\?ltal flight would continue to paralyze economic

activities in Nigeria’. é,;\\'
N\

R\

A study examined ect of capital flight on the Nigerian economic growth between
1985 and 2010. The@etor of economic growth used in the study was Gross Domestic Product

(GDP) whi]'abeterminants of capital flight variables adopted were Foreign Direct Investment
(FDI), ion Rate (INF), Exchange Rate (EXGR) and Fiscal Deficit (FISD). The ordinary
least square (OLS) and the co-integrating analytical technique were used for analysis and the
result shows that both the parameters and the model were significant. Specifically, the short run
analysis shows that capital flight is mostly caused by inflation while the long run shows that both
inflation rate and exchange rate significantly determine capital flight which in turn adversely
affects economic growth’!.
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The relative effect of capital outflows on the growth rate of GDP in Nigeria was explored
empirically. To accomplish this task, three models of GDP growth rate were specified with each
model, incorporating a different measure of capital flight from Nigeria. The variables in the
models were examined for possible co-integration. Research findings shows that capital flight
impacts adversely on the growth rate of GDP and such growth rate effect of capital outflow is
significant, and capital control is insignificant in stimulating GDP growth rate\kNigeria,
exchange controls are weak. Industrial output is a veritable resource of GIngth rate in
Nigeria, public expenditure has significant positive impact on GDP gr thg‘lé in Nigeria and

that the growth effects of domestic investment is insignificant in Ni

An Investigation reveals the determinant, measurem mpact of capital flight on the
economic growth in Nigeria using ordinary least s@technique, multiple regression and
descriptive statistics. Time series data from 1980{8 11 were also employed. The quantitative
results reveal that, large capital outflows fr: Nigerian Niger Delta Region is accounted for

by political instability, high fiscal dé;g\s high interest rate and high profile external debt

servicing GDP ratio”? AQ

The impact o &/ ﬂlght on the economic growth of Nigeriawas investigated. The

study adopted t %&e

various tests 1@dmg Augmented Dickey Fuller (ADF) unit root tests, Autoregressive

Q

Distributed Lag Model (ARDL), Co-integration and Bounds test (long run) and Granger
Causality tests. The findings showed that there is a negative and non-significant relationship
between capital flight and the economy; a negative and statistically significant relationship
between foreign direct investment and economic growth; while external borrowing had a
positive and statistically significant relationship with the economy’.

least square (OLS) regression method for analysis, supplemented by

Capital flight is seen as legal or illegal outflows of financial resources due to high
political or economic instabilities in the originating country or higher investment returns in the
destination country. Capital flight involves the movement of transfer of capital funds/assets
across international boundaries. It can be legal, when foreign investors decides to withdraw their
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investments from a country due to economic or political instabilities ,or illegal when capital
funds mostly looted are transferred to developed countries without given due concentration to the
law’.

It was examined that capital flight is an unrecorded movement of funds between a
country and the rest of the World. It encompasses resources which comes in or should have come
into the country due to trade and other financial transactions between domestic and foreign
partners, which are not documented in the country“s official statistics. It can only be seen as
financial outflows that can occur from an illegal; allocation or mis-use of rs, through
stealing and looting of public resources, trade mis-invoicing and corrupt&glvuhe monies from
the above channels are likely to disappear from any documented r§@ the domestic country,

while any earnings on the invested capital in foreign countx@lo ot return to the domestic

country. This form of capital flight is often referred to as il@nancial flows’®.

N

The effects of capital flight and poverty i ria were examined. This study employed
the Augmented Dickey Fuller (ADF) test, Phili n (PP) test; Kwiatkowski, Philips, Schmidt
and Shins (KPSS), all forms of unit root testsiJohansen test for co-integration and Dynamic

Ordinary Least square (DOLS) for lp estimates. The study found that an increase in
poverty level in the country would eded by raising flight coupled with increasing
dependence ratio and decline in ec growth’”,

Capital flight and eco o growth has generated a reasonable number of contradictions
in economic thinking. S(}btudies opined that capital flight reduces economic growth, whereas
others argued th(::i@"ight enhances economic growth. Some even argued that capital flight
has no signiﬁ@ effect on economic growth. A study examined the impact of capital flight and
its de&‘{/%ants on the Nigerian economy between 1981 and 2015, using the autoregressive
distributed lag (ARDL) model. Findings revealed that there exists a long run relationship
between the variables. Furthermore, the result indicates that capital flight has a negative impact
on the economic growth of Nigeria. Again, it was sought to find out the short run and long run

implications of capital flight on economic growth in Nigeria from 1986 to 2015, employing

Augmented Dickey-Fuller (ADF), bound test and ARDL. It was found that capital flight has
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reduced the development resources of the nation, thereby leading to embarking on foreign debt

in the economy’8.

The empirical relationships between capital flight and macroeconomic variables have
been the thrust of several studies. A link between capital flight and external debt in Nigeria was
found .He particularly noted that outflow of capital persistently aggravates balance of payment
deficits. An empirical document has it that outflow of capital is the major cauQ)*currency
overvaluation, excessive fiscal deficit and high inflationary tendencie@w domestic
economy.Capital flight stimulates poor private domestic investment, @iﬁcantly exacerbate
financial repression and risk premium. It was discovered that ex@e rate misalignment is a
critical determinant of capital flight. To them, if a curren overvalued, economic agents
would expect the currency to be devalued in future, an@ order to protect their assets against
exchange rate risk; domestic wealth holders wo I@ft out the domestic assets into foreign
assets to avoid potential capital loss. The nal’n\@ass of the domestic money and capital markets
in terms of their financial instruments ’a@ claim that narrow markets limit the availability of
investment opportunities, whicl&@ﬁst er compounded by financial regression, which renders

investments in domestic § less attractive was examined. Thus, holding assets in foreign
vi

financial instruments g
° \&

Errorhcorf€ction mechanism (ECM) was employed to investigate the speed of

a viable and profitable alternative’.

adjustme@ween capital flight and economic growth in Nigeria using annual time series data
from Mto 2010. The analysis begins with testing the stationarity status of the time series by
employing ADF to confirm the number of integrating order. For most of the periods, capital
flight estimates had positive sign indicating the residents consistently took capital out of Nigeria.
The study further documented that exchange rate volatility and high inflation rate are the

important means through which capital flight is effected in Nigeria ,with evidences that
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confirmed the existence of financial relationship between capital flight and external indebtedness
in Nigeria. The study therefore submits inter alia, repatriating of flight capital to boost the
growth initiative with selective controls on capital outflow changes in Nigeria tax laws and a bias

toward poor wages®’.

An examination reveals that one of the factors in the capital flight literature is loan
disbursement or debt service payment. Some economists have argued with 'A‘hat loan
disbursement is a major cause of capital flight in the sense that the an;@y of foreign
exchange to pay for foreign debt obligations increases the potentials ft t and corruption. He
examined the impacts of capital flight on economic growth of Ni% etween 1980 and 2012.
The study used co-integration, OLS and ECM as its esti n techniques. The evidence
however showed that capital flight, foreign reserve, ext?@l ebt, foreign direct investment and
current account balance cointegrate with gross dm& product (GDP) in Nigeria, within the
year of study. It was also discovered that &\K@ flight had negative impact on the economy.
Based on the empirical findings, it W%{; mmended that the government should create an
enabling environment for prof'lta %&vestment and offer foreign investors attractive incentives,
as this will reduce the oc @e of capital flight from Nigeria and lead to sustainable growth

and development in gl&o my®!.

The ir%c \illicit financial flows on economic growth and development in Nigeria was
examine(%’ﬁg annual time series data with the time scope being 1980-2015. Using a
cointeg(ion analysis, the results showed the presence of long-run relationship among the
variables and that the illicit financial flows had a significant impact, both on economic growth
and development in Nigeria. The relationship between capital flight, labour migration and

economic growth in Pakistan was examined, using annual time series data of 1983 to 2014. To

estimate data collected, granger causality test, ordinary least squares and two-stages least square

66



are employed. Findings from the two-stage least square indicate that political instability, labour
migration ,unemployment and capital flight have a negative impact on the economic growth of
Pakistan; while the granger causality test reveals a bi-directional causality between capital flight

and economic growth®?,

Moreover, the findings thereof indicate the existence of long-run relationship among the
variables, and that capital flight has a negative impact on economic growth in ]\@ for the

period under consideration, capital flight from Saudi Arabia reached over U@illion in

2010, resulting to declining growth of 3.57%. The author further pr ew estimates of illicit
capital flight in Saudi Arabia for the period of 1971 to 2015 usin%ldual method. Impact of

capital flight on domestic investment was examined using tim ies\data covering 1980 to 2017
by employing the ARDL model. Results showed the prese g-run relationship among the
variables and that capital flight established a negative significant effect on domestic

investment in Nigeria®’.

From a short-run perspective, the impact @oital flight on the Nigerian economy was
investigated, based on two different appro?&\& The author restricts the estimation only to
shortrun analysis, in order to avoid li ¢ itfalls associated with uncertainty over the direction
of effect of possible long-run ya&@% Results shows that trade deficits, nominal exchange rate

and capital control are in@eteminants of short-run capital flight in Nigeria®.

A study ai '@ the observed gap in the literature related to capital flight and its
determinants.@nual time series data between 1970-2015 were used for empirical investigations
through &plicaﬁon of the newly introduced quantile autoregressive distributed lag model.
Following the extensive investigation, these evidences emerged: A long-run relationship exists
between global economic uncertainties, exchange rate volatilities, and capital flight in Nigeria
and other affected economies. Also, the effect of exchange rate volatility and global uncertainty
are sensitive to different quantiles of capital flight distributions. Capital flight shows strong

evidence of hysteresis in all quantiles. Therefore, if the fight against capital migration must be
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won in Nigeria, stabilization of the exchange rate among other things is of paramount

importance. The overall findings have strong policy implications for the fight against capital

flight®s.

A study ascertained the directional effect of institutional qualities through contract
intensive money and effective governance index to economic growth in Nigeria using annual
time series data covering 1979-2018. The study hinges on Solow-swan neoclq%l growth
model and Washington consensus to provide insight on the policy neces@ institutional
qualities. The study employed the Johansen co-integration and OL oach. The estimates
revealed joint relationship among the variables. The OLS mode@s that economic growth
responds positively to institutional governance and it is stati y significant, while effective
governance index exert positive and insignificant inf@ce on the economy. The empirical
results further revealed that economic growt éspond both positively, negatively and

significantly to the effect from the Vﬁfi&@Of domestic investment and foreign direct

Another study examined@% flight and human development index in Nigeria. Capital

investment®®.

flight was proxied by for’&%%ect investment abroad, external debt servicing, external reserves,
capital and ﬁnan@g unt deficits. The Augmented Dickey Fuller test used revealed that the
variables werghintegrated at level and first difference, necessitating the use of ARDL lag/ bounds
test to e@ the long-run relationship existing among the variables. The result showed that
capital and financial account deficits, external debt servicing and external reserves were
positively related to human development index while foreign direct investment was negatively
related to human development index. Also, capital and financial account deficits, external

reserves and FDI were significant while external debt servicing was significant. The study

therefore recommend amongst others, that external debt acquired should be judiciously used for
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infrastructural development that would encourage investments, which would ultimately bring

about economic growth and enhance human development in Nigeria®’.

Migration is a part of humanity. As noted by scholars over time, people migrate for
different reasons. Some of the reasons are political, economic, family, educational, medical,
career, and search for greener pastures or better qualities of life. This is not a function of gender,
age, educational attainment, male and female, old and young; learned and un gd It was
opined that emigrant™s characteristics and distribution differs across countrﬁgregion& The

age being belief that a good life exists only outside Nigeria and leam@iboarders of Nigeria

emerged as a trending culture)®®, %

An examination of the impacts of capital ﬂig%@domestic investment in Nigeria
between1980-2017.By adopting the ARDL, the st%%ealed that capital flight has a negative
and significant impact on domestic invest@% long-run effect is more severe than the
shortrun effect. The indication of this.ia&capital flight exerts a negative effect on domestic
investment over time. The study %%?n\ended that the real sector must be grown, in-order to
boost the currency value. T ?$l ultimately attract investment and reduce the occurrence of
capital flight in the eco Q. Capital flight and economic growth was examined between 1990
and 2017, using@é least squares and augmented dickey fuller test, granger causality test
and cointegr@ test. The study revealed that net foreign investment abroad; external debt
servici% external reserves being proxies for capital flight have an impact on economic

growth proxied by gross domestic product®.

Unemployment and inflation are critical economic indicators that impact a countrys
overall economic stability and growth. Maintaining low and stable unemployment, along with
relatively stable prices, is a key goal for policy makers to foster economic growth and

development. This involves implementing various policies and strategies, especially monetary
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and fiscal policies to strike a balance between these two factors. The study investigates the effect
of unemployment and inflation on economic growth in Nigeria, using the annual time series data
of 1986-2020. To examine the model coefficient, ordinary least square is employed. Findings
implied that the coefficient of unemployment has a negative and significant effect on economic
growth in Nigeria, while inflation exerts a positive effect. This can be valuable to policy makers
as it suggests that addressing unemployment and managing inflation effectively cou N)ntrlbute
to fostering economic growth and development. The study recommends that @Q‘n‘[ agencies
should formulate policies to encourage self-employment and reduce the (Q.Vdomg business,
create an enabling environment for businesses to thrive. This sha% coupled with strong

governance in order to achieve a high, rapid and su economic growth and

development™. Q

An article examined the impact of capital fli economlc growth in Nigeria. The model
covered 1980-2012. The variable in the m %s estimated for possible cointegration. The
findings revealed that capital flight have a effect on the GDP. Recommendations were
made on how to check the menace of c%ﬂlght in Nigeria. Also, there is need for the policy
makers to set up appropriate instituti heck the volume of capital that flows out of the
domestic economy. There should %’J)e restrictions on external borrowing by all levels of
government and agencies and th ate sectors. Competitive and stable exchange rate policy
should be maintained by the ment91

A study examm Qeffect of capital flight on macroeconomic performance in Nigeria
for 1981-2019. '@nor correction model was used as the unit root test revealed all variables
were statio t first difference. The study utilized secondary data sourced from the World
Bank.\Rh}Q{esult showed that external debt in the current period and the first lag, external debt,
foreign direct investment, current account balance, interest rate and reserves are significant
determinants of capital flight in Nigeria. It also showed that capital flight negatively affects
economic growth and investment in Nigeria. Understanding these determinants is crucial for
polcy makers and economists. This helps in designing strategies to mitigate the effect of capital

flight and its potential adverse effects on the country“s economic growth. The study recommends
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that external debt and foreign direct investment should be used for productive purposes, such
that capital flight, as a result of inflow of funds from abroad is impossible and that stable
exchange rate policies should be adopted to avoid devaluation, which is a determinant of capital

flight in Nigeria®>.

Capital flight increased up to its peak of $4,407.2million in 2006. Cote d"VOQs among
the top countries in sub Saharan African countries with the highest capital 4billion or
194.1% of GDP. Nigeria and Angola are the richest countries in tengq&ptural resources,
especially in oil and gas and they are equally where the capital @is most massive. The

élancial flows (31.5% per

Middle East and North Africa recorded the largest growth in@:
Z

year), closely followed by sub Saharan African countries o. With this, it is realized that

the exodus of capital from African countries is bec source of concern. Countries cannot
afford to ignore the role of capital flight and its r in their quest for economic growth. With
West African countries having low levelyofdomestic resource mobilization, it™s of utmost
importance to critically consider a{. ’\aﬁe the extent and magnitude of capital flight to
measure its impact on economigglth%.
N

Examinatior.l e impact of capital flight on economic growth in Nigeria in line with the
World Bank esi@pproach to measuring capital flight was done. This was done with the aid
of ARDL to estimate the model coefficients on time series data from 1970 to 2016, the
resultElwwed the presence of a negative relationship between capital flight and economic
growth*®, Using a panel framework, investigation of the effect of corruption and institutional
governance indicators on capital flight using a portfolio choice framework through GMM and
fixed effect regression on panel data from 32 countries in Sub-Saharan Africa over a sample
period of 2000-2012. The result showed that corruption encourages capital flight on the

continent and thus retards economic growth in the long-run®.
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Also, another work in the same vein examined the impact of capital flight on economic
growth in Nigeria between 1990- 2017. The ADF test was employed to test for time series
stationarity. The OLS Econometric method of data analysis was employed for the study. The
Ttest showed a positive relationship between capital flight proxies and GDP as a proxy for

economic growth®.

To study empiricallythe relationship between capital flight and econo 'Qowth in a
panel of West African countries ,a dynamic heterogeneous panel regressio igpanel-ARDL
model is set up and the dynamic fixed effects (DFF) estimation techn@lsl} applied from 1970-
2016. For the DFF estimator, only the individual effects allo@%@le heterogeneity, while

the coefficients of the exogenous variables are assumed t

)
24 Conceptual Framework ®%

The Uzawa growth model was adapteé;,{\ﬂn Study. The Uzawa growth model is a neoclassical

stant. This technique is often

used in estimation technique®®.

model that incorporates huma.n @accumulaﬁon into the standard Solow growth model.This
provides a theoretical f%ﬁ@\oh that allows for a deeper understanding of the endogenous
factors driving ecpg& growth in the specific context of Nigeria®.This model allows for
testing hypot es@ved against empirical evidence,contributing to a more nuanced analysis of
the compl erplay between capital flight and institutions and its combined effects on
Nigerﬁ\yconomic growth.The adapted model is modified to involve introducing variables that
capture the impact of capital flight on human capital accumulation and technological progress.
The model explicitly incorporates institutional qualities as a determinant of human capital
accumulation and technological progress. Factors that might influence the relationship between
capital flight, institutional qualities and economic growth, like external shocks were looked
into.The production function in the Uzawa growth model is given by:
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Y(t) = A(t) * [K(1)"] * [H(t)"] 2.1)
Where Y(t) represents the output at time t, A(t) represents the level of technological progress at

time t, K(t) represents the stock of physical capital at time t, H(t) represents the stock of human

capital at time t, a is the output elasticity of human capital.

It is assumed that the change in physical capital stock over time is governed by the following
(./;;-2)
Where AK(t) represents the change in physical capital stock @ I(t) represent the

equation:

AK() = I(t) - 3 * K()

investment at time t, § is the depreciation rate of physical capitb

Also, change in human capital stock over time is given bQQ

AH(t) =s * Y(t) - n * H(t) 6’6 (2.3)

Where AH(t) represents the change in hum\{grabpital stock at time t, s is the savings rate,
representing the proportion of outputcﬁ—)\@?d to investment in human capital, n is the rate of

population growth. . Aé

The change in technologica %gress over time is described by:

AAE) = 1 » A(té@f (2.4)

Where AA% resents the change in technological progress at time t, m is the rate of
technékkg/gdl progress, L(t) represents the labor force at time t, B is a parameter representing the

elasticity of technological progress with respect to human capital.

Thus, as these dynamics occur, output changes:
AY(t) = ACA(D) * [K()'"] * [H(1)“]) (2.5)

This is transform as:
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AY (1) = AA(t) + (1-0)A[K(D)] + cA[H(D)] (2.6)

Hence, equations (2) - (4) are inserted into equation (6):

AY(£) = 1 % A(D) * [%][g +A-a)(I(®) -6+ K®) +a(sxY({) —n H(®D)) 2.7)

However, the researcher extends the model to incorporate the effects of capital flight (both
physical and human) and institutional qualities on economic growth. This is so because,we are
adapting the theoretical framework. We introduced additional variables and assumptions from
equation (2.1) in the theoretical framework. It should be noted that physi Q@pital flight
(CFP)(t) and human capital flight (CFH)(t)represent the level of capitab flight/in physical and
human capital, respectively, at time t, Q(t) represents the level of i t@)nal qualities at time t.
Based on these variables, The Researcher modifies the p@% function in the Uzawa

growth model to include the effects of human capital and @Jtional

qualities99,100: 6’6
()

Y () = A1) * [K(®)"] * [H(®)*] * [Q(t)'] ® (2.8)

[ ]
Where a and y are the output elastici@man capital and institutional qualities, respectively.

N\

In the face of Capital Fl}g@

accumulation is affectec%Q\estment, depreciation, and capital flight:

physical capital and human capital, Physical capital

AK(H) = 1(t) - & @%P(t) (2.9)

while Huma@pital accumulation is influenced by investment in education (s * Y(t) - s is

inves@rate) and capital flight in human capital:

AH(t) =s * Y(t) * H(t) - CFH(t) (2.10)
The change in technological progress over time is described by:

AA(D) =1 * A®) * [HOLOP  (2.11)
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Where AA(t) represents the change in technological progress at time t, n is the rate of
technological progress, L(t) represents the labor force at time t, 3 is a parameter representing the

elasticity of technological progress with respect to human capital.

Thus, as these dynamics occur, output changes:

AY (1) = ACA(1) * [K(®)'] * [H®)*]* [Q(D)]) (2.12)
AY(t) = AA(t) + (1 - cOA[K(t) + [H(D) * yA[Q(1)] /\Q/ (2.13)

To linearise,this is transform as:
Hence, equations (2.4) in the theoretical framework, (2.9) and (2. % serted into equation
(2.5):

AY(t)=n* A(t) * [HE)/L)P + (1 - )(1(t) — 6 * K(t) — CF@ + (s *

Y(t) n * H(t) — CFH(t)) + yA[Q(t)] gb (2.14)

Equation (2.14) is divided by Y to obtain ths@ rate model

AY(Y) A - I @)—S*K(t)—CFP(t)_I_OC(s*Y(t)_n*@_
Y(t) Y(OL(t) \ Y() Y(t) Y(t)

CFH(Y) . yAQ(D) $
SR NN (@15

Where g(t) = grow@i@\ = constant, H = human capital, L = Labor, [ = investment, K =
capital, CFP Z@ital flight (physical), saving rate, output, CFH = capital flight (human), Q =

instituﬁ@ualities.

2.5 Summary of Gaps in the Literature Reviewed

Works has been done in the past by many authors and some of these were reviewed. Empirical
results showed different and varying results. The focus of many of the works done in the past

was mainly on the effects of physical capital flight on economic growth. Evidence is lacking on
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the effect of human capital flight on economic growth. Many of these studies looked at political
risk, at the expense of other qualities of institutions, driving capital flight for economoic growth.
The empirical results conveyed in the literatures reviewed suggest that capital flight have
negative effects on economic growth. Some said the effect is positive. Others say it is context
specific, while some say it is not necessarily negative,but it is dependent on some factors,such as
scale of outflows and political risk®’3%In spite of government huge spending & energy
expended on how to improve capital flows and institutional qualities, capital ﬂ@rsist& This

leads to ask whether institutional qualities needs to get to a level beforﬁ'ngstem the tide of

capital flight,to promote economic growth,hence its thresholds. @

As the government strives to improve the institutional ~@ s, both positive and negative
events may occur that may strenghten or weaken the ﬂ@les of institutions, in the presence of
capital flight. Thus, given this shocks, to what ex es economic growth respond, even in the
face of capital flight. The foregoing empi ic\QeViews convey two relevant points. First, the
studies underline the negative in@ capital flight from developed and developing
economies”’. It also considered@lian economy on human capital flight otherwise known as

brain drain and capital ﬂ@terms of funds®®. Human capital flight affects economic growth

and its effects becqm&lmbiguously negative when the emigration rate is very high.Secondly,

C

lack of econo@ growth encourages and motivates professionals to emigrate®®2%334445 Many of
the sm@eviewed did not consider the effects of the interaction between capital flight and
institutional qualities on economic growth. Hence, this study. Empirical studies reviewed
discussed the threshold level of some of the institutional qualities, but not on all of the

institutional qualities*™ variables considered in this study.
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Chapter Three
Methodology

This Chapter focuses on the methodology adopted for this Study. It presents the models drawn
from the Theoretical Framework (in 2.5) for the objectives of the Study (section 3.1). Also,
models for the objectives 1-4 were presented (section 3.11, 3.12, 3.13 and 3.14). Section 3.2
discusses the measurement of variables. Also, section 3.3 and 3.4 respectively discm&

3.1. Baseline Models for the Objectives 6\

sources of data collected and model estimation techniques.

3.1.1 Model for the Effect of Capital Flight on Economic%vth
Equation (3.1) becomes the baseline model for this study rawn to examine the effect of

capital flight on economic growth, presented in equatig@:

g =@ + ohi+ + mdudke- pefpe + o - ‘@t +e& (3.1)
To obtain the equation for economic gso}Q*he baseline equation it is divided by Y to obtain an

N

econometric equation'. Thus; g = @k(ra +9 k¢ + 1d; - pefpe +o< i¢ -T cfhe +wgqe + &

Where g = AY(t)/Y, h @ k = (Al(t))Y, d = AGK(®))Y, cfp = ACFP/Y, i = A/Y, cth =
ACFH/Y, =L, = (W@{Y isaconstant, =1 -, 0, 7, p, X, T, w are coefficients and & is the
error term whi egvﬁme. Where, g is growth in real gross domestic product, h is human capital,
k is capi%b 1s capital depreciation, cfp is physical capital flight, i is investment in human

capit M is human capital flight and q is a vector of institutional qualities, including

government stability (GS), control of corruption (CC), law and order (LO),
democraticaccountability (DA), and bureaucratic regulation (BR). It is expected, however, that

0< 0,9>0,m>0,p<0,cc>0, >0, w>0.
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3.1.2 Model for the Role of Institutional Qualities

In order to study the role institutional qualities play in the relationship between capital flight
and economic growth, the baseline equation is further modified.

gi=¢ +oh+ ki + md; - pefpe + i, - Tefhy +wqe + Ocfp*qe + & (3.2)

It is expected, that 0> 0, 9> 0, m> 0,p <0, 7> 0, w> 0, 6</> 0, €6</> 0. \

3.1.3 Model for the Threshold Level of Institutional Qualities Q

Further, the model to be estimated to study the threshold level of instit nagfq{lahtws that will

reduce capital flight for economic growth, equation (3.2) is further m:
g=¢@ + ohi+ 9k + md; - pcfp: + «i; - Tefhy +wqe + Octp*qe + s@*

qt + Yicp*gk+ Y2 cth * g% + & Q

- &
Where pcfp is the coefficient of physical capital {1
It is expected thatg> 0, 9> 0, 7> 0, p < &) w> 0,6</>0, ¢6</>0.

Thus, the threshold level will be obtK‘%‘as given in equations (3.4) and (3.5):

aqt

q* _ —(w+6cfpt+ ecfht) @Q (3’5)

99! = @ + @cfp, + ecfht 2yf0® qt +2y2cth * q.=0 (34)

2(Y1cfp+Y2cfh) 5\'
3.1.4 Model f@onomic Growth Response to Shocks
Finally, th model, according to economic theory, is employed to study the response of
economi¢” growth to shocks in institutional qualities in the presence of capital flight using

equation (3.4)*>9,
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3.2 Description, Measurement and Sources of Variables

The variables are described and measured, as presented in Table 3.1.

Variable Description Measurement

(h)

(d)

Economic Growth (g)

Human Capital

Capital (k)

\?52}b

88

It is an increase in the value of an
economy*‘s goods and services. It is
the process by which a nation*s
wealth increases over time

This is composed of knowled

skills, and health, inves@b

people and accum\@over time,
which enabi@g to realize the

potentié\q% productive member

0 (?)ciety.
&

QThis refers to cash or liquid assets

Depreciation 0< ®a1

held or obtainable for expenditure.

This refers to loss in the economic
value of an asset.

Productivity Output
of Lab

Human Capital

Index

Gross Fixed Capital
Formation
Depreciation
Rate*Gross Fixed

Capital Formation




Investment in Human

Capital

)

Human Flight
Capital

(cth)

Institutional Qualities (q)

N

Physical C .i#@
Flight§_}

cp) O
\/QJ

89

This can be done by investment in
training, education, and motivation
of employees.

This is the emigration or
immigration of private individuals,
who have received advanced
training at home. The net benefit

goes to the receiving country, and it

is known as brain gain, while the
net costs, for the sending country i

QQ

2
This implie ’bstitutional
4

brain drain.

qualities gdverning laws, traditions,
and g( ent property rights,

am{%hers, in order to achieve
@pward economic and social
convergence.

It is the diversion of scarce
resources away from domestic

investment and productive

activities.

Expenditure on
Education, Health
and Social Service

Income approach

Q
Q
©

S

Evaluation of
corruption,
governance,
regulation, rule of
law, and social
participation

Difference between
capital inflows and
the sum of current
account deficits and
the increases in the
official reserves.




This is direct involvement of
institutional qualities in human

Human Capital Flight and capital flight

Interaction  between
Income approach
with the indicators

Institutional — Qualities of 1n.s‘F1tut10na1
qualities.
(cth*q)
It is the interaction of institutional ‘

Interaction between qualities on physical capital flight. Difference
Physical Capital between ¢ 1

Flight and inflow, the
Institutional Qualities su @rent

C
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(cfp*q) account deficits
increases in the
official reserves and
how institutional

qualities responds.

Source: Researcher’s Computation, 2023 Q v
3.3. Sources of Data Collection ( Q

The study focused on the effect of capital flight on the growth proces@gerian economy and

the roles, institution played. Time series data was used for the ana * The secondary data was

obtained from such publications as World Bank Digest of S

Central Bank of Nigeria statistical bulletin, Annual @ct of Statistics of the Bureau of

Statistics (NBS), 2022 and peer review surv@).

3.4. Model Estimation Techniques @

The behaviour of the data as wel‘é{ Pre-Estimation tests (Unit Root test and Colntegration
test) determined the appro r@imaﬁon techniques used. However, the unit root test presents
a combination of I(0) a $ variables and there was co-integration among the variables, hence,
objective one toQ.?EQ&W achieved using the Autoregressive Distributed Lag (ARDL) Model.
ARDL is weéuited for modeling time series data, making it more appropriate for studying
econcﬂ@riables over time. Also, ARDL is commonly used for cointegration among variables.
The study involves examining whether there is a long term equilibrium relationship among the

variables; hence the use of ARDL is a suitable choice. Finally, ARDL allows analysis of both

short-run and long-run dynamics.

Objective four was achieved using the Vector Autoregressive (VAR) Model in the
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Toda-Yamamoto framework (except the variables are I(0)*s or I(1)“s). This approach involves
testing and modeling Granger causality in a VAR framework.VAR models are more flexible,
compared to other models, like Vector error correction (VEC). This implies that VAR models
can be used, even if the variables in the data set do not have long-term relationships. Also, VAR

models are moresimple to estimate and interprete. VAR models can be more

straightforward for forecasting short-term movements in the variables. TheQ%ure the
shortterm dynamics between variables. Using VAR in Toda-Yamamoto fra e@( is robust to
various data-generating processes, making it applicable to a wide ranﬁ&mirical settings. By
including lagged values of variables in the model, VAR Withi@—Yamamoto framework
captured the temporal dynamics of causal relationships amamoto approach does not

require specifying the direction of causality beforehanﬂ&@ce the use of VAR.
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Chapter Four

Results and Discussion of Findings

Chapter four presents the data for this Study and their analysis based on the objectives drawn.
Section one presents the preliminary analysis for the data, such as graphical analysis, descriptive

analysis, correlation analysis and covariance analysis. Section two reports on the

Preliminary tests carried out on the data which include; Unit Root test and C@ration test.

Section three to section six presents the analysis done on the data to a@jectives one to

four, respectively while the last section discusses the findings. E 0

4.1 Preliminary Analysis QQ

4.1.1 Graphical Analysis Q

Figure 4.1 presents the growth of Output in Nige"b m 1986 to 2022. It is observed that there
is a fluctuation in the values of the output h in the year under review. There is both an
upward and downward trends. An up\é%{&.r d in the percentage of output growth implied that
the output or economic activi.ty @ses over time. It is considered, a positive sign, indicating
an economic expansion o h, suggesting that the economy is producing more goods and

services, leading to a positive multiplier effect, among which are; higher employment, increased

income and livi®dards.

For tﬁ\&fs experiencing downward trends in the percentage output growth, its implication is
that output or economic activity decreases over time, indicating economic recession, and that the
economy is producing fewer goods and services. This ultimately leads to job losses, reduced

income and potentially lower living standards.
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Figure 4.2 expresses capital flight in terms of physical. The values were expressed in US
Dollars.More capital leaves the country in the year 2004, until 2007, when it started
experiencing a decline from 2008, till 2011. It rose again in 2012, came down in 2015 and the
fluctuation continued, till 2022. When more capital leaves a country, it is seen as a negative sign
for the country™s economy, because it can indicate a lack of confidence in the country“s
economic and political stability. Investors may be moving their capital away froQ%iomestic
economy due to concerns about unfavourable business conditions, poliﬁ@/gcertainty, or
economic instability. However, the downward trend in the capital fli sical), implied that
more capital are returning to or being invested in the economy. Tl%riewed as a positive sign
because it signifies increased confidence in the country®s ¢ prospects, political stability

and business environments, thereby attracting domes@nd foreign investments, ultimately

leading 6
®%

to job creation and economic growth in K mestic economy.
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Expressing capital flight in human form in fig 4.3 otherwise known as brain drain, from
the figure are both positive and negative trends. It could be observed that from 2005 to 2009, the
value of human capital flight is negative, it rose slightly again in 2010 and started dropping in
2013, till it reached the lowest point in 2015. Its value continued to fluctuate again, till 2022.
The upward trend in the values of human capital flight indicates that more highly skilled
individuals are leaving the country. This could result from factors such as 1in@ onomic
opportunities, lack of job prospects, inadequate infrastructures, political instébi insecurity or
the absence of academic and research resources within a country. ’gq, the decline in the
value of the human capital flight is seen as a positive developr@This connotes that more
skilled individuals are returning to or are choosing to sta @ the home country. This may
results from improved economic opportunities, politicaQ&ability, investment in education and

research or favorable living conditions that att% illed professionals back to their home

country, or @
encourage them to remain. \(9\
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Institutional qualities, represented by government stability, control of corruption, law
and order, democratic accountability, and bureaucratic qualities were expressed in percentage in
fig 4.4. These are the changes in the effectiveness, integrity and the overall performance of a
country“s institutions. These trends have profound implications for a nation“s governance,
economic development and social well-being. When there is an upward trend in the institutional
qualities, it suggests that a country®s institution s are improving and becoming Q&fective,
transparent and accountable. This imply a positive sign, signifying progress Qa/ like the rule
of law, anti-corruption measures, protection of property rights, and e "e%(public services. On
the other hand, a decline in institutional qualities signifies that a c%r“s institutional qualities
are deteriorating or becoming less effective ,potentially rruption, political instability,

inadequate governance or other factors. This decline ca de public trust, hinder economic

growth and development, and lead to social as@cal instability.
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Fig 4.5 refers to changes in the availability and deployment of financial or economic capital
within an economy. As seen from the graph, an increase in the trend of capital suggests that
there is an increase in the availability and deployment of financial resources in an economy.
This can indicate factors such as increased investment, improved access to financing higher
savings rates or foreign direct investment inflows. However, a downward trend capital signifies
a decrease in the availability or deployment of financial resources in an econorQ is might
results in from factors such as capital flight, reduced investment, financial cfisiSyet a decline in

savings rates. A decrease in capital can lead to economic stagnation ar@gntially job losses.

4
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Human capital in fig 4.6 refers to changes in the development, education and skills of a
population, within a specific country. An increase in human capital signifies an improvement in
the education, skills and overall knowledge of the population. It is seen as positive sign for a
country as it suggests that more individuals are obtaining higher levels of education, vocational
training and skills development. An increase in human capital as seen in the graphical
illustration above lead to a more skilled and productive workforce, which is OQ%GOCiated

with higher economic growth, innovation and improved living standards.@nward trend

&
O

suggests a

decline in the education and skills of the population.
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Depreciation connotes changes in the rate at which assets lose their value over time. It is a
reduction in the value of an asset. From the figure, there was an upward increase in the values of
depreciation from 1986-2006. It decline and rose again to 2009 came down again in 2010 before
it rose again until 2022. The upward trend indicates that assets are losing their value at an
increasing rate over time. This can be a sign of aging equipment, poor maintenance, or a shift in
technology that renders assets obsolete faster. It may results to higher expenses Q%sinesses.
On the other hand, downward trend in depreciation suggests that assets IOQ/@H value at a
decreasing rate over time. This could be due to effective rr@e\ance, technological
advancement that extends the useful life of assets or other efﬁcie@nprovements. A decrease
in depreciation expenses can positively impact a compan cial statements, as it reduces

Q
O
’?}6

the cost associated with asset depreciation.
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4.1.2  Descriptive Analysis

This section presents the descriptive statistics on the variables selected for this study. For
each of the variables, the mean, standard deviation, minimum, maximum, skewness, kurtosis
and Jacque-Bera statistics were presented. The aim of this, was to ascertain the nature of the
variables employed for this study, that is its distributive feature.For each variable, data was

obtained from 1986-2022, which makes a total of 37 observations. Q*

For economic growth (g), the average growth for this period was 4.% having a minimum
growth of -2.03% and a maximum growth of 15.33%. Com is statistics with the
standard deviation of 3.85%,it can be concluded that the seri@ g is not too spread from the
mean value. This equally indicates periods of both high w economic growths, potentially
reflecting economic fluctuations. The positive ske@% value of 0.516 suggests that the data

may be slightly right skewed meaning that ght be some higher values on the right side

of the distribution. This positive skewn@‘ggests that while the majority of the observations
might cluster around the mean, ,there” are relatively high values on the right side of the
distribution, indicating occ i % periods of rapid economic growth. The kurtosis value of
3.456, higher than the @s of normal distribution of 3, suggests that the data has heavier tails
and may exhibité(%\!x eme values than a normal distribution. This implies that the economic
growth rates ibit more variability and may be susceptible to sudden changes. The Jacque-

Bera %Qalue of 1.96 with its probability value of 0.37 indicates that the data may be close to

normality. Hence, it can be said that g is exhibits features around normal distribution.

The descriptive analysis of the institutional qualities was looked into. These are government
stability (GS), control of corruption (CC), law and order (LO), democratic accountability (DA)

and bureaucratic regulation (BR).The close alignment of the mean and the median suggests a
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stable and relatively consistent level of human capital investment in the economy. The
consistency can have a positive implication for the countrys long term growth prospects,
indicating that human capital development can be beneficial for planning and policy making.
The range and the standard deviation indicate that there is more variability in human capital
levels across different sectors and regions. The leftward skewness in the data suggests that there
might be areas with relatively lower levels of human capital. The kurtosis valu ests the
presence of potential extreme values in human capital. Identifying these can @hcy makers*
address specific areas with unusual human capital patterns. Succinght t, analysis of human

capital data suggests a foundation of stability and consistency eveals variability and

QO

For the capital, the median is relatively lower @‘8, compared to the mean of 5.25. This

challenges within the human capital landscape.

suggests that the average capital is relativel}i\@ The range of capital values with maximum
at 1.58 and minimum at 1.23 suggests a&iﬁcant spread of capital levels within the data set.
The standard deviation of 3.77 s@% a substantial degree of variability in capital levels
suggesting that the data poi 3\%3 quite spread out from the mean indicating a considerable
variability in capital in&en‘t. The skewness of 1.194893 suggests a rightward skew in the
distribution of CQ@ , implying that there might be some observations with relatively high
capital levelsédﬂle the majority might be concentrated on the lower end. Kurtosis value of
3.821\1/2&:&% that the data has a high likelihood of extreme values. The Jacque-Bera Test
yields a statistic of 9.845017 with low probability of 0.007281 indicating a strong departure
from normality. The high capital level suggests a strong level of capital investment in the
economy, which is advantageous in the economy as they provide resources for investment and
expansion. The wide range and high standard deviation suggests significant variations in

capital levels and the right skewness indicates that there might be certain sectors with high
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capital investment. The mean of capital flight (physical) is 2.74 and the median is 2.06,
suggesting that on the average, the economy experiences a moderate level of physical capital
flight. If well managed, it may not be deteriorating to the economy. The data set displays a wide
range of physical capital flight, with the maximum value at 7.78 and the minimum value ranges

between 1.23 and 2.17,

indicating a significant variability in the levels of capital flight. The standard ion of 2.49
implies a notable degree of variability in the data suggesting that capita Q levels vary
considerably from the mean. The positive skewness valued at 0.50 &s‘ggests a rightward
skew in the distribution of physical capital flight implying that@%ght be some observations
with the relatively high capital flight levels, while the mty might have low lower levels.

Kurtosis value of 1.915218 indicates that the data&%e a moderate likelihood of extreme

®%

The difference in the values of ég\\‘h n and the median depicts that the median is

values.

substantially higher. This indic@\at a significant discrepancy. The data set display a wide
range of human capital @th the maximum value at 107212.0 and the minimum value of -
145917. The negap lue indicates both emigration and immigration of human capital. This

ﬂlght T standard deviation of 58734.12 signifies a substantial degree of variability in the

means that t; sectors and regions of the economy have relatively high human capital
data in tlng that human capital flight levels vary considerably. The negative skewness value
of -0.58887 implies that there might be some observations with relatively low levels of human
capital flight, while the majority might have higher levels. The kurtosis value of 2.789695

indicates that the data may have a moderate likelihood of extreme values. The Jacque-Bera test

yields a statistic of
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2.206592 with a probability of 0.331776 suggesting that the data does not strongly depart from

normality, indicating a relatively normal distribution.

The descriptive analysis of the institutional qualities variables were looked at. These are
government stability (GS), control of corruption (CC), law and order (LO), democratic
accountability (DA) and bureaucratic regulation (BR). The close alignment betwegen\the mean

and the median suggests a relatively stable government environment, which ii ly positive

for economic growth and investment. The range of government stability 1§7at maximum at

87.50000, minimum been at 31.25000. This signifies the variabili ernment stability. The
standard deviation of 12.20134 signifies a moderate degree ofbi ity in government stability,
suggesting that government stability levels can fluctuat @ positive skewness suggests that
while the majority of the observations may be clo%%he mean, there could be some outliers
with higher stability scores. The kurtosis V®%402033 indicates that there may be some
extreme values in government stabilityj& Jacque-Bera value suggests a relatively normal
distribution. For the control of co@%‘a\l, the values of the mean and the median suggests that
there is a relatively consiste : % of control of corruption, a positive for economic growth and
investment, as a stable &w corruption environment attracts businessmen and investors. The
range suggests \(;ﬁjéﬂét in the control of corruption across regions or periods. The standard
deviation im(@ a moderate degree of variability in the control of corruption. The skewness
depict%%t e negative sign that there may be some outliers with lower corruption scores. The
kurtosis value indicates that there may be some extreme values in the control of corruption. The
Jacque-Bera Test yields a statistic of 1.453465 with a probability of 0.483501,indicating that the
data does not significantly depart from normalty, suggesting a relatively normal distribution. For

law and order, the mean and the median values suggest a relatively stable law and order

environment. This is conducive to economic growth, investment and business development,
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providing security and confidence. The range indicates some variability in law and order, across
regions or time periods. The standard deviation signifies a moderate degree of variability in law
and order. The positive skewness suggests that there may be some observations with relatively
higher law and order. The kurtosis suggests the potential presence of extreme values in law and
order. The Jacque-Bera Test yield indicates a normal distribution. The kurtosis result shows that

there are areas of exceptional high or low law and order. Q\

O

In the case of democratic accountability, the median is notably Jﬁ{heg'rhan the mean,
indicating a significant discrepancy between the mean and the . The range signifies
considerable variability in democratic accountability levelsss different regions or time
periods. The standard deviation signifies a moderate V@ﬂity in the data. The negative
skewness suggests that the majority of observatimﬁé be clustered on the higher side of the
distribution. The kurtosis value indicates ex\éa values in democratic accountability. The
Jacque-Bera Test result signifies stro@parture from normalty. Finally, the bureaucratic
regulation mean and median V&ll&ca\dicate a significant discrepancy. The range signifies
considerable variability. The S ﬁard deviation signifies a moderate degree of variability in the
data. The negative ske &alue of -1.17655 implies that the majority of the observations may
be clustered on (éi{ge ide of the distribution. The kurtosis value indicate likelihood of higher
extreme Valuéwd the Jacque-Bera Test results yield a statistic of 8.744345 with a probability

of 0.0% indicating that it is not normally distributed.
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Table 4.1: Results of Descriptive Statistics

L\

G HC K CFP CFH  GS cC Q\ DA BR
O\

Mean 4162 0438991 525E+10 274E+10 8203000 5751614 2627628 “3453453  47.97447 4532883
Median 4196 0462000 3.68E+I0 206E+10 1652800  58.00000 2@&0 33.33333 5400000  50.00000
Maximum 15329 0.538000 158E+11 7.78E+10  107212.0 87.5003?$33333 50.00000 6319444  59.00000
Minimum ~ -2.035 0289333 123E+10 -217E+09 -145917 31@0 16.66667  16.66667 8333333  23.00000
Std.Dev.  3.854065 0.078463 3.78E+10 249E+10  58734. ’&0134 5767359 1076407 13.54742  9.093181
Skewness  0.515553 -043325  1.194893  0.507565 o{@ 0289171 -0.17776 0054912  -1.5594  -1.17655
Kurosis 3459191 1869958 3821512 1915219 CN89695 3402033 2096479 2247269 4522649 3367318
Jarque-Bera 1964139 3.126196  9.845017 3.@ 2206592 0.764837 1453405  0.892109 1857003  8.744345
Probability ~ 0.374535  0.209486 0.007281Q. 2425 0331776  0.682209 0483501  0.640149  0.000093  0.012624
Sum 1540098  16.24267 1.95& LOIE+12 3035143 2128097 9722222 1277778 1775056  1677.167
Sum Sq 5347374 0221633 6&}&2 224E+22  124E+11 5359414 1197447 4171150  6607.178  2976.694
Dev. Q’b
Observations 37 3N 37 37 37 37 37 37 37 37







4.1.3 Correlation Analysis

The correlation analysis in Table 4.2 provides valuable insights into the relationships
between various variables. Examining the associations with variable G, we observe positive
correlations with HC (0.07), K (-0.04), CFP (0.22), GS (0.246), and DA (0.173). T&suggests
that as G increases, there's a slight tendency for HC, a moderate increase in CF a moderate
positive association with DA. Moving on to HC, it positively correl SQQ';& G (0.07) and
exhibits a strong positive correlation with DA (0.551). Interesti & has a substantial
negative correlation with CFH (-0.72), indicating that an i &1 HC corresponds to an
increase in G and DA, while it decreases as CFH increasesQ

N\

In the case of K, a strong positive correlation (bC (0.78) is observed, indicating a robust
relationship between these variables. K a (kx ibits a moderate positive correlation with DA
(0.484). However, K shows negatlv sx%mns with CC (-0.596), LO (-0.169), DA (0.484),
and BR (0.393). This 1mphes.tl'A28trongly increases with HC, moderately increases with DA,
and tends to decrease \%@ LO, and BR. Further exploration of the relationships reveals
positive correlatlong&iFP with HC (0.74), K (0.60), GS (0.109), and DA (0.594). As CFP
increases, the&gﬁlhdency for HC, K, GS, and DA to increase.

O

E)éw%ng CFH, we find negative correlations with HC (-0.72), K (-0.70), CFP (-0.54), GS

(0.010), and CC (0.349). CFH decreases as HC, K, and CFP increase, while exhibiting weak

positive correlations with GS and CC. GS shows positive correlations with G (0.246), HC
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(0.266), CFP (0.109), CC (-0.536), LO (0.443), and BR (0.232). This indicates that GS tends to
increase with G, HC, CFP, LO, and BR, while decreasing with CC.

CC exhibits negative correlations with G (-0.382), HC (-0.596), K (-0.232), CFP (-0.367), LO
(0.029), DA (-0.444), and BR (0.198). CC decreases with G, HC, K, CFP, LO, and DA, but has
a weak positive correlation with BR. Looking at LO, negative correlations are 0]@% with G
(0.380), CC (-0.029), and DA (-0.304), suggesting that LO decreases wi(}@C, and DA.

However, LO shows positive correlations with HC (0.075), GS 6%, and BR (0.430),

indicating an increase with HC, GS, and BR. %

For DA, positive correlations are found with HC (O.@),Q (0.484), CFP (0.594), and BR
(0.430), signifying that DA tends to increase with H&CF P, and BR. Finally, examining BR,
positive correlations are observed with HC (O@’Q (0.393), CFP (0.242), GS (0.232), LO
(0.430), and CC (0.198). BR decreases ‘\@(-0.345), indicating an inverse relationship, while

it increases with HC, K, CFP, .Gi,ﬁéa d CC.
N
R
O
\/‘?J
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Table 4.2: Correlation Analysis of the Variables

GS CcC BR
(Government  (Control of (La (Democratic  (Bureaucratic
G HC K CFP CFH Sability) Corruption) Q Accountability)  Regulation)
G 1
HC 0.07 1 0
K -0.04 0.78 1 %
CFP 0.22 0.74 0.60 1 QO
CFH 0.04 -0.72 -0.70 -0.54 1 ’bQ
GS 0.246 0.266 -0.065 0.109 0.010 b
cC -0.382 -0.596 -0.232 -0.367 0. 349 -O 536 1
LO -0.380 0.075 -0.169 -0.169 0@ 0.443 -0.029 1
DA 0.173 0.551 0.484 0.594 -0.245 -0.444 -0.304 1
BR -0.345 0.357 0.393 0. 2@ -0.168 0.232 0.198 0.430 -0.167 1
Source: Author*s computation, 2023 \\\)

\*

,b%

¢






4.1.4 Covariance Analysis

The covariance analysis reveals significant relationship between the variables.The
covariance between growth and human capital is at 0.021. This signifies a tendency for both
variables to move in the same direction. Sinilarly, growth and capital exhibits a notably higher
covariance of 6155457051, indicating a robust positive relationship, suggesting tha%increase
in growth correspond to an increase in capital. Moreover, the covariance bet rowth and
physical capital flight stands at 2.0893, reaffirming a positive trend. Th&&#\gs collectively
indicate a positive relationship among growth, human capital, capit hysical capital flight,
highlighting their interconnectedness. The covariance 06%08 reflects a positive
relationship that as growth increases; human capital flight @ends to increase. The covariance
between growth and government stability is 11.25 %%ing a positive association. However,
for growth and control of corruption, the covari 1s -8.263, signaling a negative relationship.
As growth increases, control of corruli)tio %s to decrease. A similar negative relationship is
observed for growth and law and (@\Vith covariance of -15.340, indicating that as growth
increases, law and order m@ decrease. These distinct covariances denote varying
relationships among the\@?les, underscoring the diverse and contrasting dynamics. Another
covariance of 8. @rowth and democratic accountability indicate a positive relationship.
Conversely, t@ riance between growth and bureaucratic regulation is calculated at -11.754,

signif@égative relationship. These covariances underscore differing associations between

growthG, democratic accountability and bureaucratic regulation.

Distinct relationships emerge between human capital and capital, computed at 2.26, indicate
a positive relationship.. Similarly, the covariance between human capital and physical capital

flight is calculated at 1.42, affirming a positive relationship. Conversely, the covariance between
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human capital and human capital flight stands at -3246.644, revealing a negative relationship.
Additionally, the covariance of human capital and government stability computes at 0.247781,
signifies a positive relationship. Furthermore, the covariance between human capital and control
of corruption is computed at -0.262451, indicating a negative relationship. The examination of
covariances revealed varied relationships among the variables. Human capital and law and order
computes at 0.061948, indicating a positive relationship. Moreover, the cova@*aetween
human capital and democratic accountability (0.569917) and human capiQ/Qbureaucratic
regulation (0.247734) both suggest positive relationships. Regarding 6& its covariance with
physical capital flight is at 1.39, suggesting a positive relative%onship. Conversely, the
covariances between capital and human capital flight a ment stability, capital, and
control of corruption and capital and law and order, a | negative. The covariance between
human capital flight and physical capital ﬂigh;.bgputes at -7.67723, indicates an inverse
relationship. Moreover, the covariance of @497172 between physical capital flight and
government stability, suggests a é§§ we¢ relationship. Conversely, the covariance of
51299371867 between physica&@al flight and control of corruption implies an inverse
relationship. Similarly th Q\aﬁance between physical capital flight and law and order of
44217671087 sugges at as physical capital flight increases,law and order tends to decrease.
On the other ha@e covariance of 1.95138 between physical capital flight and democratic
accountabi@ggests that as physical capital flight increases, democratic accountability tends
to inc\rba;e as well. The covariance of 533955475298 between physical capital flight and
bureaucratic regulation indicates a positive relationship. Also, the covariance of 3356461309
between human capital flight and government stability implies a positive relationship.
Furthermore, the positive covariance of 114863.699 between human capital flight and

control of corruption suggests these variables tend to increase together. Also, the positive
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covariance of 88199.8167 between human capital flight and law and order implies that as human
capital flight increases, law and order tends to increase as well. Conversely, the covariance of
495398.44 between human capital flight and democratic accountability indicates an inverse
relationship. In the same vein, the covariance of -87147.962 between human capital flight and
bureaucratic regulation, suggests that as human capital flight increases, bureaucratic regulation
tends to increases as well. The covariance of 32.36344 between government stabilQ% control
of corruption suggests a tendency for these variables to increase togeth@versely, the
covariance of -1.741606 between government stability and law an & implies an inverse
relationship. Also, the negative covariance of -33.75329 between%cratic accountability and
bureaucratic regulation indicates an inverse relationship. i lly, the positive covariance of

112.7338 between control of corruption and law and or@uggests that these variables tends to

increase together. 6
O
9

The negative covariance of -43?%& etween control of corruption and democratic
accountability suggests an inverse@&lonship. Conversely, the covariance of 40.97138 between
control of corruption an @ratic regulation indicates a positive relationship. Regarding
law and order and democratic accountability, the negative covariance of -39.4331 suggests an

.

inverse relation@%s , the positive covariance of 25.01359 between law and order and
bureaucrati@lation, indicates a positive relationship. The negative covariance of -19.99886
betweﬁ&ﬁocratic accountability and bureaucratic regulation, suggests an inverse relationship.
Furthermore, the covariance of 40.97138 between bureaucratic regulation and control of
corruption exhibits a positive relationship. Analysing bureaucratic regulation relationship with
other variables. There is positive covariances with government stability (10.12837), law and

order (25.01359), human capital (0.247734) and a negative covariance with growth (11.754009),
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indicating respective positive and negative relationships. Moreover, the covariance of -
87147.962 between bureaucratic regulation and human capital flight and 53395547529 with
physical capital flight and 1.31274 with capital suggests that an increase in bureaucratic

regulation is associated with a decrease in human capital flight and an increase in physical

3

These covariance values provide valuable insights into the tendencies t@ variables to

capital flight and capital.

move together or in opposite directions, informing potential relationsh@i patterns within the

dataset. %
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Table 4.3: Results of Covariance Analysis of the variables

G HC K
Corruptio

CFP CFH rnment and ic

stability) Order) Accountab regulation

CC(Contr

atic

DA BR

GS(Govee ol of @w (Democrat  ( Bureaucr

4\

\

G 14.4523609

HC  0.0211102 0.00599

K 6155457051 2.26E+09 1.39E+21

CFP 2.0893E+10 1.42E+09 5.49E+20

6.05E+20 « s&

CFH 9238.90822 -3246.644 -1.51197E+15 -767&% 3356461309

GS 11.258632  0.247781 -29300898536 6@97172

CC  -8.2627684 -0.262451 -49295063 -51299371867
LO  -15.340474 0.061948 -669%%7 -44217671087

DA 879499054 0.569917 SZAI278E+11  1.95138E+11
BR  -11.754009 0.247734\f31274E+11 53395547529

6686.37767

114863.699

88199.8167

-405398.44
-87147.962

144.849

-36.677  32.36344

56.63623 -1.741606

-39.4331  -33.75329
25.01359 10.12837

ility) )

-19.99886  80.45118






4.2.1 Unit Root Test

The Augmented Dickey-Fuller (ADF) unit root tests were conducted to assess the stationarity

properties of the variables at both their original levels and after taking the first difference. Thus,

G, HC, GK, LCFH, GS, LCFP, BR, GD, LCFHB, LCFHD, LCFHG, LCFHL, LCFPB, LCFPC,
LCFPD, and LCFPG exhibit ADF statistics below the critical values, indicati%hey are
integrated of order 0 (I(0)) and are stationary at their original levels. Where@, LO, DA,
LCFHC, LCFHL, and LCFPG show ADF statistics below the critical&lu ¢ suggesting that

their first differences are stationary (I(1)). As a result, the result ths bles for the study are
combination of 1(0) and I(1). 0

4.2  Preliminary Tests



Table 4.4 Results of Unit Root Tests

At Level At First Difference Conclusion

Variable ADF Stat T Table ADF Stat T Table

G -4.037 -3.627H** 1(0)
HC -5.320 -3.627%%* 1(0)
GK -4.683 -3.627%%* 1(0)
LCFH -5.437 -3.627%#* \
GS -3.055 -2.948%* )
cc 2241 2613 -3.439 -2.94& 1(1)
LCFP -3.979 -3.689%** 1(0)
LO -2.922 -2.948 -3.645 %3** I(1)
DA -2.415 -2.612 -5.795Q -3.633%#* I(1)
BR -3.093 -2.946%* be 1(0)
GD -6.007 -3.627H** %6 1(0)
LCFHB -4.000 -3.627H** @ 1(0)
LCFHC -2.736 -2.612* '@ -8.105 -3.633%** I(1)
LCFHD -3.821 3.6 {\SD 1(0)
LCFHG -3.179 300+ 1(0)
LCFHL -2.564 Q2.612 -6.812 -3.633%#* I(1)
LCFPB 4 2@ -3.627%%* 1(0)
LCFPC g{ -2.968%* 1(0)
LCFPD A (3,591 12,972 10
LCFPC\;b -2.544 -2.612 -7.301 -3.633%#* I(1)

Note: *,** and *** represents 10%,5% and 1% level of significance respectively
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4.2.2 Co-Integration Test Results

The results of the bounds test for cointegration were conducted and presented in Table 4.5. In
the model where G is regressed on LCFP, LCFH, GS, CC, LO, DA, and BR, the F statistic was
4.358 with 7 degrees of freedom. Comparing this with critical values at 1%, 5%, and 10%, the
conclusion is that the variables are cointegrated. This is for objective one. For objective two,

X

models were estimated where G is regressed on LCFP, LCFH, LC G,(KIFPC, LCFPL,

two

LCFPD, and LCFPB, yielded an F statistic of 6.086 with 7 degr%@eedom, leading to the
conclusion of cointegration. As well as the model with G red n LCFP, LCFH, LCFHB,

LCFHC, LCFHD, LCFHG, and LCFHL, whose F statlstlc@5.267 with 7 degrees of freedom,

supporting the conclusion of cointegration. t’b

For objective three, two models X i estimated. G was regressed on LCFPGSQ,
LCFPCSQ, LCFFPLSQ, LCFPDS PBSQ which resulted in an F statistic of 7.322 with 12
degrees of freedom, 1ndlcat1ng§&$€gratlon Also, G was estimated on LCFHGSQ, LCFHSQ,

LCFHLSQ, LCFHDSQ\@BSQ The F statistic was 10.887 with 12 degrees of freedom,

leading to the co:t@ of cointegration. Thus, in all models, the F statistic exceeded critical

values at vari nificance levels, providing evidence for cointegration among the variables.

This sug@ a long-term relationship, emphasizing the interconnectedness of the specified

Y

variables in each model.






Table 4.5  Results of Bounds Approach to Cointegration Test

Model F stat K 1% 5% 10% Conclusion
0) (1) 10 1M 10 I

g= lcfp,lcth, gs,cc,lo,da, br) 4.358 7 296 4.26 2.32 3. 56% 3.13 cointegrated
g= f(lcfp,lcth, lcfpg,lefpe, lefpl, lefpd, lefpb) 6.086 7 296 426 2 g/z 03 3.13 cointegrated

2.96 4.26 3.52.03 3.13 cointegrated
g= f(Icfp,lcth, Icthb,lcfhe, Icfhd, Icfhg, Icthl) g= 5.267 7
f(Icfp,lcth, Icfpg,lcfpc, lefpl, Icfpd, Icfpb,lcfpgs q, 0

Q. 2. 24 1.83 2.94 i

Icfpesq, lcffplsq, lefpdsq,lcfpbsq) 7.322 12 ’8 ¢ 86 06 3 83 2.9 cointegrated
g=f(lcfp,lcth, Icthg,lcfhc,Icthllcthd,lcfhb,lcfhgsq, rbb
Icfhsq, lcfhlsq, lcfhdsq, lcfhbsq) 10.887 " &2\ 226 3.6 1.82 299 1.6 2.72 Cointegrated

Source: Author’s Computation, 2023 c_)\\' ]
Qﬁ\
¢
O
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4.3: Effect of Capital Flight on Economic Growth in Nigeria

The model for the effect of capital flight on economic growth was estimated and the results
for both the Long run and the short run models have been presnetd in Table 4.6. The long run
result stipulates that a percentage increase in physical capital flight (LCFP) produced an increase
of 0.0020 basis point increase in economic growth although it is not statistically ¢significant
(p>0.05). This suggests that changes in physical capital flight may not ha Qstatistically
significant impact on long-term economic growth in Nigeria according to the current model. It
could have occurred by chance,rather than as a result of the variabl @ the other hand, a 1%
increase in human capital flight (LCFH) shows a positive and 6%@ significant coefficient
of 0.018 (T-statistic of 2.663 at the 5% significance level). %1mplies that the net movement of
labor from Nigeria to other countries is associat dp&Qa positive and significant effect on
longterm economic growth. For every 1% i e in human capital flight, there is a
corresponding increase of 0.018 in the vari g%le increase is statistically significant, implying
that it is not likely due to random c .,\%b t it is a meaningful relationship between the two
variables. . AQI

N

Government .s@&y (GS) has a positive coefficient of 0.172, indicating that an increase in

statistical cance is not very high (T-statistic of 1.658). The control of corruption (CC)

government Etalgj;}is linked to higher economic growth in the long run. However, the
VariabNxhibits a positive coefficient of 0.227, but it is not statistically significant at
conventional levels (T-statistic of 1.038). This suggests that the level of corruption control may
not have a statistically significant impact on long-term economic growth in Nigeria according to
the current model. And it is likely not due to random chance. Law and order (LO) shows a

negative
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coefficient of -0.270, and it is statistically significant at the 5% level (T-statistic of -2.200). This
implies that a better law and order situation is associated with lower long-term economic
growth.This reflect a meaningful association between law and order and economic growth.

Democratic accountability (DA) has a negative coefficient of -0.014, but it is not
statistically significant (T-statistic of -0.211). This suggests that changes in democratic
accountability may not have a statistically significant impact on long-term economk&rowtb in
Nigeria based on the current model. An increase in democratic accountability i ciated with
a decrease in economic growth. The association could be potentially {anndom chance.

Bureaucracy (BR) exhibits a negative coefficient of -0.063, but it tistically significant

(T-statistic of -0.492). This implies that the efficiency and effs ss of the bureaucracy may
not have a statistically significant impact on long-term eco@c growth in Nigeria according to

the current model. An increase in Bureaucracy is as?oq@with a decrease in economic growth.

Hence, it can be concluded in the lon@t, net human capital flight (LCFH) appears to
g

[ ]
be a significant factor positively inﬂle?;téﬁ long-term economic growth in Nigeria. However,

other variables, including physic %’a&pital flight (LCFP), government stability (GS), control of
corruption (CC), dem%@ccountabﬂity (DA), and bureaucracy (BR), do not show
statistically signiﬁg@ociations with long-term economic growth in the context of this model.
C

In the S‘Bﬁn, the constant term is -16.178, and it is statistically significant at the 1% level.
Chang%sv'm government stability from the previous period (& (G(-1))) have a negative and
statistically significant effect on short-run economic growth, with a coefficient of -0.406. This
implies that fluctuations in government stability negatively impact economic growth in the short

term. This suggest that an increase in government stability is associated with a decrease in

economic growth in the short-run.
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The first difference of the natural logarithm of physical capital flight (5(LCFP)) has a
negative coefficient of -0.165, and it is statistically significant at the 10% level. This suggests
that changes in physical capital flight negatively influence short-run economic growth at the
10% significance level. The lagged changes in physical capital flight ((LCFP(-1))) have a
negative and statistically significant effect on short-run economic growth, with a coefficient of -

0.201. This indicates that past changes in physical capital flight continue to imQ\A\conomic

growth negatively in the short term. ( Q

Changes in the natural logarithm of human capital flight ( ) have a positive and
statistically significant effect on short-run economic grow a coefficient of 0.294. This
implies that variations in human capital flight positivelyaaflu€nce economic growth in the short
term. Lagged changes in human capital flight (6(@-1))) have a negative and statistically
significant effect on short-run economic gro\\\Q\rlth a coefficient of -0.339. This suggests that

past changes in human capital flight co@to impact economic growth negatively in the short
term. é

The first differenc§n trol of corruption (6(CC)) has a positive and statistically significant

effect on short-r@ﬂ

the control ption positively influence economic growth in the short term. Changes in law

ic growth, with a coefficient of 0.608. This indicates that changes in

and %%(LO)) have a negative and highly statistically significant effect on short-run
economic growth, with a coefficient of -0.531. This implies that variations in law and order
negatively impact economic growth in the short term at the 1% significance level. Changes in
bureaucracy (6(BR)) negatively impact short-run economic growth, with a coefficient of -0.167,

and this effect is statistically significant at the 1% level. Additionally, lagged changes in
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bureaucracy (6(BR(-1))) have a negative and statistically significant effect on short-run
economic growth, with a coefficient of -0.108. This suggests that both current and past changes

in bureaucracy negatively influence economic growth in the short term.

The lagged error correction term (ECM(-1)*), with a coefficient of -0.685, is statistically
significant at the 1% level. This indicates that deviations from the long-run equilibsiym in the
previous period are negatively and significantly corrected in the short runc@y ng a quick

adjustment to restore equilibrium in the short term. /\

In summary, the short-run model suggests that various fact@ﬁling changes in
government stability, physical and human capital flight, con@)f corruption, law and order, and
bureaucracy, play significant roles in influencing sh%’tﬁ economic growth in Nigeria. The
error correction term indicates a rapid adjust s@éstore equilibrium in the short term. Policy
considerations should be informed by tha@dings to address the short-term dynamics of

o
economic growth. é

Table 4.6 Regression Re.$for the Effect of Capital Flight on Economic Growth in
Nigeria &
e

\)
Objective 1 6
Long- n%rb

Variable Coefficient std error t-statistic
LCFP 0.214 0.486 0.440
LCFH 1.814 0.681 2.663%*
GS 0.172 0.104 1.658
CcC 0.227 0.219 1.038

LO -0.270 0.123 -2.200%**
DA -0.014 0.067 -0.211
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BR -0.063 0.128 -0.492

Note: ** represent 5% level of significance

Short-run
Variable Coefficient std error t-statistic
C -16.178 2.380 26,797 \
5 (G(-1) -0.406 0.087 L4.657%* Q
5(LCFP)  -0.165 0.084 -1.968* Q
8 (LCFP(-1) -0.201 0.068 22,935k (/
§(LCFH)  0.294 0.127 2.311%* ’\
§ (LCFH(-1) -0.339 0.153 2.215%* Q
5 (CC) 0.608 0.149 4.094%% %
5 (LO) -0.531 0.067 _7.899% % Q
5 (BR) 20.167 0.046 -3.606% % Q
8 (BR(-1)  -0.108 0.055 -1.972% Q
ECM(-1)*  -0.685 0.098 -7.015&’6

I

Note: *,** and *** represents 10%,5% and ]\%‘Q of significance respectively

Source: Author’s computation,2023. | ,&

The post-estimation tests prpx%@luable insights into the reliability and validity of the
regression model. The @}y test indicates that the residuals are normally distributed,
supporting the as.s@)n of normality. Similarly, the serial correlation test suggests no
systematic ¢ e@ between errors, affirming their independence. The heteroscedasticity test
indicates é&m variability in residuals across observations. Additionally, the omission of

VariabMt finds no evidence of important variables being left out.

Moreover, graphical stability tests, including the Cusum graph and Cusum of Squares graph,
show that the model remains stable over time without significant indications of structural

instability or specification errors. Collectively, these findings reinforce the robustness and
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appropriateness of the regression model, instilling confidence in the reliability of the estimated

coefficients and the overall validity of the analysis.

|Result of Post Estimation Tests |
Test Statistics

Conclusion

Normality 1.827806(0.4010)
Serial correlation 1.355036(0.2878)
Heteroscedasticity ~ 1.030893(0.4754)
Omission of variable 0.134657(0.7148)
Stability: Cusum graph
Cusum of squares graph

Normally distributed

No serial correlation \
No presence of Heterosced@
No omission of Variable(J

stable /\

stable
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4.4 To Examine the Role In@onal Qualities Play in the Relationship between Capital

Flight and Econ(@wth

The results for.tl\&g and short run models for the role institutional qualities play in the

.1 and 4.4.2).

relationship t&w capital flight and economic growth are presented in the next two
subsectioQ‘ g

4.4.1 The Roles Institutional Qualities Play in the Relationship between Physical Capital
Flight and Economic Growth

The results for the long and short run model for the role institutional qualities play in the
relationship between physical capital flight and economic growth are presented in Table 4.7, It

depicts that in the long run, physical capital flight (LCFP) does not exhibit a statistically
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significant (p>0.1) direct effect on economic growth, although as physical capital flight increases
by 1%, economic growth increases by 0.003% basis point. However, human capital flight
(LCFH) exhibit a statistically significant (p<0.01) direct effect on economic growth, where a 1%

increase in human capital flight increases economic growth by 0.176% basis point

Also, results in Table 4.6 revealed the role institutions play in the relations&between
physical capital flight and economic growth. Results presents that bureaucra FPB) does
not have a statistically significant effect in the relationship between physic pital flight and
economic growth. Bureaucracy in the face of capital flight causes e ic growth to reduce by
0.004%. This implies that institutional qualities do not play Qle%the relationship between
physical capital flight and economic growth. SimilarlynLaw and Order (LCFPL) play a
statistically significant role of 1% level of signifi d@n the relationship between physical
capital flight and economic growth. Thus, La &Order in the face of capital flight causes
economic growth to reduce by 0.01‘%:. 0 >er, Democratic Accountability (LCFPD) do not
have a statistically significant role it@ in the relationship between physical capital flight and
economic growth On the oﬂ'e\q%{d, the control of corruption (LCFPC) does not have a
statistically significant t%?plays in the relationship between physical capital flight and
economic growt s@at control of corruption in the face of capital flight causes economic
growth to in%ge‘by 0.011. However, at 5% level of significance, Government Stability
(LCFPG)@% a positive role.The result of the short-run model provides valuable insights into

the role institutions play in the relationship between capital flight and economic growth.

Results presents that bureaucracy (LCFPB) plays a negative and statistically significant role
in the relationship between physical capital flight and economic growth in that, bureaucracy, in

the face of capital flight, causes economic growth to reduce by 0.008%. Likewise, 1% increase
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in bureaucracy a period ago, reduces economic growth by 0.004% which is also significant at
1%. Similarly, Law and Order (LCFPL) has played a statistically significant role of 1% level of
significance in the relationship between physical capital flight and economic growth thus, Law

and Order in the face of capital flight causes economic growth to reduce by 0.03% with a

S\

The error correction term, with a significant coefficient of 71.6%, un es a rapid

significant level of 1%.

adjustment process towards long-run equilibrium in the short run at 1¢ lggﬂlof significance

which implies a swift correction mechanism to restore balance in th;mic system.

&
Objective 2,model 1 QQ\

J

Table 4.7 ~

Long-run ’b

Varia@ Coefficient std error t-statistic
LCFP 0.275 0.491 0.560
LCFH 1.755 0.606 2.894%**
LCFPB -0.004 0.004 -1.145
LCFPC 0.011 0.008 1.251
LCFPD -0.000 0.002 -0.054
LCFPG 0.007 0.003 2.085%*
LCFPL -0.010 0.003 -3.832%**

138



Variable Coefficient std error t-statistic

Short-run

C -17.087 2.170 -7.874%**
O(G(-1) -0.368 0.080 -4.590%**
O(LCFH) 0.285 0.120 -2.773%*
O(LCFH(-1) -0.359 0.142 -2.520%*
O(LCFB) -0.008 0.002 -4.219%**
O(LCFB(-1) -0.004 0.001 -3.804%**

3(LCFPC)  0.026 0.004 7.162%%%
3(LCFPL)  -0.022 0.002 87164

ECM(-1)*  -0.716 0.877 -8.163% % QQ

Note: *,** and *** represents 10%, 5% and 1% level of significance r '&Qvely
Source: Author*s computation,2023 @

The post-estimation tests conducted on the regression mod reassuring results, affirming
the robustness of the model. The normality test, with a tﬁﬁstic of 1.841615 and a p-value of
0.3982, indicates that the residuals follow a n@ distribution. This suggests that the
assumption of normality for the residuals is s@g contributing to the reliability of the model.
The serial correlation test, reflected il’\% t statistic of 1.546603 and a p-value of 0.2415,
reveals no evidence of serial cor%@ in the residuals. This implies that the errors are not
systematically correlated i@) other, supporting the assumption of independent errors and
enhancing the validity ,of“He regression results. The test for heteroscedasticity yields a test

statistic of 0.814(68§ﬂ p-value of 0.6525, suggesting no significant presence of

O

heterosce@ity in the residuals. This implies that the variability of the errors is constant across
obser% , meeting the assumption of homoscedasticity and bolstering the reliability of the
model.

The omission of variable test, with a test statistic of 0.182577 and a p-value of 0.6742, indicates
no significant omission of variables in the model. This suggests that the included variables

adequately capture the relationships under investigation, supporting the comprehensiveness of

the model. Graphical stability tests, including the Cusum graph and Cusum of squares graph,
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both indicate stability. This implies that the model remains stable over time, with no significant

indication of structural instability or specification errors. These findings collectively affirm the

validity and reliability of the regression model, reinforcing confidence in the accuracy of the

estimated coefficients and the overall robustness of the analysis.

Post Estimation Test

Test Statistics
Normality 1.841615(0.3982)

Serial correlation 1.546603(0.2415)

A
Conclusion QJQQ

Normally dlstrlbute

No serial correl:n@

Heteroscedasticity ~ 0.814668(0.6525)

No pre?Q of Heteroscedasticity

Omission of variable 0.182577(0.6742)
Stability: Cusum graph

Cusum of squares graph

Source:

15 N

No (&Mn of variables
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Source: Author*s computation, 2023
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4.4.2 The Roles Institutional Qualit\ y in the Relationship between Human Capital

Flight and Economic Growth. ng
N

The results for the long—@he short-run model for the role institutional qualities play in the

relationship betwee

an capital flight and economicgrowth are presented in table 4.8. This

indicates that} ‘&-l'ong-run,human capital flight(LCFH) is not statistically significant. Also, the

result rev:

lIed institutional qualities role in the relationship between human capital flight and

econoh’growth. The result showed that bureaucracy does not have a statistical significance in

the relationship between human capital flight and economic growth. In the face of human capital

flight, it causes economic growth to reduce by 0.001%. The result implied that institutional

qualities do not play a role in the relationship between human capital flight and economic growth.

In the same vein, democratic accountability, do not have a statistically significant relationship
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between human capital flight and economic growth. In the face of human capital flight, it causes
economic growth to reduce by 0.005%. The result for the control of corruption and government
stability,even though are not statistically significant, but in the face of human capital flight,

causes economic growth to increase by 0.017% and 0.016 respectively.

However, the result of the short-run model equally provides valuable and useful isights into
the role institutional qualities play in the relationship between human capital ﬂi@d economic
growth. The results depicts that bureaucracy and law and order, are statis'&ﬁxjgniﬁcant in the

relationship between human capital flight and economic growth. The @ se economic growth to

reduce respectively by 0.013% and 0.050%. For the control ofsuption,there is a statistical
significance in the relationship between human capital ﬂig%zd economic growth and it cause
economic growth to increase by 0.043%. The error O%Qion term,with a significant coefficient

of 54.5%,underscores the rapid adjustment proc wards long-run equilibrium in the short-run

at 1% level of significance,implying a “'ft\borrection mechanism to restore balance in the
[ ]

economic system. \C)\

Objective 2,n6déw )

Table 4.8Q:b

Long-fs{l/
Variable Coefficient std error t-statistic

LCFP 0.131 0.567 0.231
LCFH 2.037 1.626 1.25
LCFHB -0.001 0.017 -0.046
LCFHC 0.017 0.027 0.642
LCFHD -0.005 0.011 -0.455
LCFHG 0.016 0.011 1.485
LCFHL -0.276 0.011 -2.572%*
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Note: *,** and *** represents 10%,5% and 1% level of significance respectively
Short-run

Variable Coefficient std error t-statistic
C -12.492 1.678 -7.443%%*
0 (G(-1)) -0.477 0.090 -5.314%**
0 (G(-2)) -0.153 0.097 -1.578
o (LCFP) -0.280 0.800 -3.500%** \
o (LCFP(-1) -0.162 0.065 -2.474%* QQ
o0 (LCFHB) -0.013 0.004 -3.611%%* (/
o (LCFHB(-1)) 0.007 0.002 -2.648%** /\
0 (LCFHC) 0.043 0.008 5.603%** Q
5 (LCFHL)  -0.050 0.005 29,1824 $
ECM(-1) -0.545 0.071 S7.713%**
<O

Note: *,** and *** represents 10%,5% and 1% level of sigWance respectively

Source: Author®s computation, 2023 6’§

The post-estimation tests conducted on @ression model provide a comprehensive
assessment of its reliability and adheren \ey statistical assumptions. The normality test, with
a test statistic of 1.282989 and a %De of 0.5266, indicates that the residuals of the model
conform to a normal distribu.t@This adherence to normality enhances the credibility of the
model's findings. The seﬁborrelation test, reflected in a test statistic of 1.550083 and a p-value
of 0.2444, sugge(.s/%,a sence of systematic correlation among the residuals. This supports the
assumption c@ndependent errors, bolstering the credibility of the regression results. The
heter@’gity test yields a test statistic of 1.157399 and a p-value of 0.3831, indicating no
significant presence of heteroscedasticity in the residuals. This implies that the variability of
errors remains constant across observations, aligning with the assumption of homoscedasticity

and reinforcing the reliability of the model.
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The omission of variable test, with a test statistic of 0.004593 and a p-value of 0.9468, indicates
no significant omission of variables in the model. This suggests that the included variables
sufficiently capture the relationships wunder investigation, supporting the model's
comprehensiveness. Stability tests, including the Cusum graph and Cusum of squares graph,
both confirm the model's stability over time. The absence of significant structural instability or

specification errors adds further confidence in the accuracy of the estimated coef@g and the

overall robustness of the analysis. ( 0

In summary, the post-estimation tests collectively affirm the reliability, indicating
normal distribution of residuals, no serial correlation, no E@)s dasticity, no omission of
relevant variables, and overall stability over time. These ﬁ@s contribute to the validity of the

regression results and enhance the credibility of theé@ conclusions.

Q%

Post Estimation Teﬁ&
Os

Test tatistics Conclusion

Normality 6 1.282989(0.5266) Normally distributed

Serial co on 1.550083(0.2444) No serial correlation
Heter(hﬁasticity 1.157399(0.3831) No presence of Heteroscedasticity
Omission of variable 0.04593(0.9468) No omission of variables
Stability: Cusum graph stable

Cusum of squares graph stable
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Source: Author*s computation, 2023
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4.5 The Threshold Level of Institutional Qual that will Reduce Capital Flight for

\°
)

A unit increases in LCFP is a@&&?‘[ed with a significant decrease of -2.146 units in the

Economic Growth.

dependent variable, as indic@b the regression analysis (T-statistic =1.429). This association
demonstrates margina Qstical significance at the 10% level, suggesting a potential
relationship bet@\L FP and dependent variable. An increase of one unit in LCFP
corresponds’sésubstantial increase of 1.403 units in the dependent variable, evidenced by the
regres&%&lalysis (T-statistic =2.328). This association demonstrates statistical significance at

the 5% level, suggesting a robust relationship between LCFP and the dependent variable.

LCFPG (0.072), LCFPC (0.051), LCFPL (-0.095), LCFPD (-0.038), LCFPS (0.052), LCFPGSQ

(-2.670), LCFPCSQ (-5.580), LCFPLSQ (5.500), LCFPDSQ (2.670), LCFPBSQ (-2.690):
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Coefficients represent the impact of these variables on the dependent variable. LCFPG, LCFPS,
LCFPGSQ, LCFPLSQ, and LCFPDSQ are statistically significant at conventional levels.The
value of C (2.325) indicates that when the independent variables included in the ECM model are
at zero, the estimated value of the dependent variable is 2.325. This intercept term forms the
baseline point for the dependent variable, before considering the effects of the other explanatory
variables in the model. 6 (LCFP) (0.299) suggests that a one unit change in the Q%fference
of LCFP is associated with a 0.299 unit change in the dependent variable. Qn/gy, d (LCFH)
(0.229), indicates that a one unit change in the first difference of is associated with a
0.229 unit change in the dependent variable. Additionally, o C%DLCFH), o (LCFPG) (8
LCFPB) and 6 (LCFPBSQ) are statically significant at @ onal levels. This implies that

these variables first differences are found to b; @ally significant in influencing the

dependent variable at commonly accepted signifi levels.
\°

In an Error Correction Model,EC@( .596),represents the coefficient estimated for the
lagged error correction term,T@nn measures the speed of adjustment of the dependent
variable towards its e% 1im position in response to deviations from the long-term
equilibrium relatiqn;@aetween the variables in the model. The value of -0.596 indicates the
rate at whic thgddpendent variable adjusts towards equilibrium level following a deviation
from the erm relationship. In this case, the negative sign implies that there is a tendency

for theXﬁendent variable to adjust towards equilibrium, if there is a deviation.
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O
Table 4.9 Long-run ‘\(QO
Objective 3, model 1 A\

Q)

Variable Coefficient std err&")\ t-statistic
LCFP -2.146 15\%@ -1.429
LCFH 1.403 6 2.328%*
LCFPG 0.072 27 2.642%*
LCFPC 0.051 0.088 0.581
LCFPL - * 0.046 -2.063*
LCFPD -003 0.015 -2.583%*
LCFPS @52 0.036 1.427
LCFPGS ’b« .670 1.010 -2.652%%*
LCFPB%‘ -5.580 8.010 -0.696
LCFPLS 5.500 2.940 1.874%*
LCFPDSQ  2.670 8.880 3.100%**
LCFPBSQ  -2.690 1.760 -1.532
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| Short-run

Note: *,** and *** represents 10%,5% and 1% level of significance respectively

Variable Coefficient std error t-statistic
C 2.325 0.269 8.659%**
o (LCFP) 0.299 0.183 1.635
o (LCFH) 0.229 0.083 2.757**
o (LCFPG)  0.050 0.004 13.232%** \
8 (LCFPB)  -0.03 0.008 _4.057*%* Q
8 (LCFPLSQ) -2.520 2.800 8.993%*x* Q
3 (LCFPBSQ) 1.270 3.760 3.378*** (/
ECM(-1) -0.596 0.046 -12.906*** ’\

Q!
Note: *,** and *** represents 10%,5% and 1% level of significan ectively

Source: Author*s computation, 2023 QQ
Post Estimation Tests: 6’6

Normality Test: The model residuals are no @distributed (p-value: 0.986741).

Serial Correlation Test: No evidence@ial correlation in the residuals (p-value: 0.3633).

Q@

Heteroscedasticity Test: N @nce of heteroscedasticity in the residuals (p-value: 0.3353).

Omission of Vari b\-l : No evidence of omitted variables in the model (p-value: 0.6410).
Stability Tests (@ and Cusum of Squares Graphs): Both tests suggest stability, indicating

that the mo ameters remain consistent over time.

\/QJ

LCFP has a marginally significant negative impact on the dependent variable in the long run.
LCFH has a statistically significant positive impact on the dependent variable in the long run.

Nonlinear Effects: Some variables (LCFPG, LCFPS, LCFPGSQ, LCFPLSQ, LCFPDSQ, and

LCFPBSQ) exhibit nonlinear effects, and their squared terms are significant.
149



Short-Term Dynamics: Short-term adjustments are influenced by various variables such as LCFP,

LCFH, LCFPG, LCFPB, LCFPLSQ, and LCFPBSQ, as indicated by the ECM

coefficients.

Post Estimation Tests: The model appears well-specified with no apparent issues of normality,

serial correlation, heteroscedasticity, or omitted variables. Stability tests suggest tlﬁ’ﬂ\model

parameters remain stable over time. (J

‘Post Estimatignw‘

Test ,60 Statistics Conclusion

Normalit§, 0.026695(0.9867) Normally distributed
Serialk(elation 1.089377(0.3633) No serial correlation
Heteroscedasticity  1.239306(0.3353) No presence of Heteroscedasticity
Omission of variable 0.226476(0.6410) No omission of variables

Stability: Cusum graph stable

Cusum of squares graph stable
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Source: Author*s computation, 2023

4.5.1 The Threshold Level of Institutional Qualities that will reduce Capital Flight for
Economic Growth

To determine the threshold level of institutional qualities that reduces capital flight for
economic growth, the ARDL techniques was used to estimate the model in equations 3.4 and 3.5.
Upon the result generated (see Appendix) were the thresholds for each insti Q&ualities
estimated using the differenctiation process and the results are presented in Tabl€ 4.8 both for

physical capital fligh and human capital flight. 6\

The equation generated after obtaining the differentiation of rowth equations for both the

long run and short run with respect to physical capital ﬂ@ude; Long Run:

%fb [cfpd+

g = —2.146lcfp + 1.403Icfh + 0.072lcf 51icfpc — 0.095lcfpl — 0.038

0.052lcfpb — 2.67lcfpg? — 5.58Icfp Q%’S.Slcfplz + 2.67lcfpd? — 2.691cfpb? 4.1

ag  _ _ _ _
3nicrp 2.146 + 0.072g + 0.0513&6_30\ [ —0.038d + 0.052b — 2(2.67g) — 2(5.58¢) +

2(5.50) + 2(2.67d) — 2(2.69%% 4.2

Short Run: QQ\

. ﬁ? Alcfh + 0.05Alcfpg — 0.03Alcfpb— 2.52(Alcfpl)? +
g =2.325+ 0.(99 P —0.229

1.27Alcfpb8é0.596ecm(—1) 43
9g

amcfp‘\& +0.05g — 0.03b + 2(2.521) — 2(1.27b) = 0 A4

From equation 4.2, to derive the threshold level of each institutional qualities, other institutional
qualities were held constant and the respective institutional qualities are derived and presented in

Table 4.9.
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In examining the long-run model, the identified threshold levels for various institutional
qualities variables offer crucial insights into the determinants of economic growth, particularly in
the presence of physical capital flight. The negative impact of physical capital flight on
economic growth is influenced by the levels at which institutional variables operate. When
government stability falls below -40.74%, the adverse effects of physical capital flight on

economic growth are pronounced, highlighting the significance of a stab@yemance

environment in mitigating such impacts. ( Q

Control of corruption plays a vital role, with economic growth ng significantly when
it drops below -19.32%. This underscores the importance@%wessing corruption issues
alongside managing physical capital flight to foster sustain@economic development. The rule
of law emerges as a positive factor, with economic %Qexperiencing a notable increase when
the rule of law surpasses 19.68%. In the of physical capital flight, a robust legal
framework becomes crucial for supportin %)mic growth over the long term.

.

Democratic accountability bec@ a key determinant, positively impacting economic
growth when it exceeds 40.48@ngthening democratic institutions may act as a mitigating
factor against the nega%&sequences of physical capital flight, fostering an environment
conducive to eco o@sosperity. Conversely, bureaucracy demonstrates a substantial negative

(A

impact when fall elow -40.28%, indicating that effective bureaucratic systems are essential

for mana@hysical capital flight and sustaining economic growth in the long run.

Turning to the short-run model, the focus on physical capital flight reveals that government
stability plays a critical role. A substantial positive impact on short-term economic growth is

observed when government stability exceeds 598%. This suggests that immediate efforts to
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enhance stability can counteract the adverse effects of physical capital flight and stimulate

shortterm economic growth.

While the specific threshold values for control of corruption and democratic accountability in
the short run are not provided, the positive impact of the rule of law and bureaucracy on
shortterm economic growth is evident when they exceed 5.93% and 11.91%, @ectively.
Managing physical capital flight in the short run involves a focus on legal@works and

bureaucratic efficiency to create conditions conducive to economic growth. (/

In summary, understanding and managing physical capital 'Qnecessitate a nuanced
approach, considering the thresholds of key institution les. Enhancing government
stability, addressing corruption, strengthening the@le of law, ensuring democratic
accountability, and fostering effective bureaucrac& essential strategies to counteract the

negative effects of physical capital flight and‘@ote sustainable economic growth in both the
short and long run. \C)\

Table 4.10: ThreshohﬁLe el of Institutional Qualities
AR

R\) ) LONG RUN
Institut(@\'fQualities Model Threshold
Goverm'% Stability -2.146 -5.286G =0 -40.74%
Control of Corruption -2.146 - 11.109C =0 -19.32%
Rule of Law -2.146 + 10.905L =0 19.68%
Demoncratic Accountability -2.146 + 5.303D =0 40.48%
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Bureaucracy

-2.146 -5.328B=0 -40.28%

SHORT RUN

Government Stability

Control of Corruption

0.299 +0.05G=0 598%

Rule of Law

0.299-5.04L =0

Demoncratic Accountability

Bureaucracy

0.299-251B=0

5.93%

11.91%

A

S\
R
(O

Source: Author*s computation,2023

ARDL RESULT FOR OBJECTIVE 3

Variable Coefficient std error
LCFP -0.187 0.130
LCFH -0.624 1.157
LCFHG 0.152 0.051
LCFHC 0.054 Q&Q\
LCFHL -0.104 Q@l
LCFHD -0.1.2% 0.036
LCFHB 0.(44} 0.067
LCFHGS .000 3.550
LCFHESQ -9.870 0.000
LCFHLSQ  0.000 8.710
LCFHDSQ 0.000 3.570
LCFHBSQ  -5.280 6.660

S

t-statistic

-1.44 bfb

S
N

@997
0.482
-1.459
-3.526
0.611
-2.907
-0.530
1.342
3.651

-0.794
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ARDL RESULT FOR OBJECTIVE 3

Variable Coefficient std error t-statistic

0 (LCFHC) 0.093 0.008 11.275 oAk

o (LCFHL) -0.200 0.015 -13.460 kK

o (LCFHD) 0.063 0.008 -8.393 kK

0 (LCFHLSQ) 0.000 1.650 11.038 ok Q\
0 (LCFHDSQ) 6.430 8.810 7.295 kx* (/Q
ECM(-1) -0.855 0.056 -15.359 - '\

Post Estimation Test %

Test Statistics Concl@

Normality 0.584847(0.746452) Ng@y distributed
Serial Correlation 0.769126(0.4798) serial correlation
Heteroscedasticity  0.804260(0.6749) @ No presence of Heteroscedasticity
Omission of variable 0.037260(0.849 .@ No omission of variables

Stability: Cusum graph AQ/\ stable

Cucum of squares  gr Q\ stable
4.5.2 Threshold Le}\@ Institutional Qualities in Human Capital Flight

In the exam tg{of the long-run model, the identified thresholds for various institutional
qualities @les offer valuable insights into the dynamics of economic growth, particularly in
the pr&(ee of human capital flight. Government stability emerges as a pivotal factor, revealing
a critical threshold at 411%. This signifies that economic growth is significantly influenced by
improvements in government stability when faced with the challenges of human capital flight.

The control of corruption is another vital consideration, with a threshold at 3.17%. Below this

level, the detrimental impacts of human capital flight on economic growth are pronounced,
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emphasizing the need to address corruption issues to mitigate these effects. An intriguing
finding is observed in the rule of law, where a significant positive impact on economic growth is
identified when it falls below -600%. This suggests that a robust legal framework is essential for
counteracting the adverse effects of human capital flight. Democratic accountability
demonstrates a critical threshold at -495.24%, indicating that, beyond this level, democratic

governance positively influences economic growth, acting as a mitigating fac@ainst the

challenges posed by human capital flight. ( Q

Bureaucracy, too, plays a crucial role, revealing a significant i on economic growth

when falling below -5.93%. This underscores the importance effective bureaucratic system
in managing the repercussions of human capital flight and%ining economic growth over the
long term. Turning to the short-run model, while th sp@: thresholds for government stability,
control of corruption, rule of law, democrati%@n ability, and bureaucracy are not provided,

N

growth in the context of human capi ‘%}ht.

W

[ ]
In summary, the nuaﬁglationship between human capital flight and economic growth
at

the absence of these values makes it challﬁjn to precisely interpret their impacts on economic
[ ]

involves careful consid

of institutional qualities variables. Improving government stability,
addressing corruptiofy sttengthening the rule of law, enhancing democratic accountability, and
fostering eﬁ%é‘e bureaucracy are pivotal strategies to mitigate the adverse effects of human

capitaT’Qi%f and promote sustainable economic growth in both the short and long run.

Table 4.11: Threshold Level of Institutional Qualities in Human Capital Flight

LONG RUN
Institutional Qualities Model Threshold
Government Stability -0.624 + 0.152g=0 411%
Control of Corruption -0.624 — 19.68c =0 3.17%
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Rule of Law -0.624 —0.1041 =0 -600%

Demoncratic Accountability -0.624 -0.126D =0 -495.24%
Bureaucracy -0.624 -10.51B=0 -5.93%

SHORT RUN
Government Stability 0.093¢=0 Undefined
Control of Corruption - -
Rule of Law -0.21=0 Undefined
Demoncratic Accountability 12.93d=0 Undefined \
Bureaucracy - - (\Q
Source: Author*s computation, 2023 NS

The equation generated after obtaining the differentiation of the gro@uaﬁons for both the

long run and short run with respect to physical capital flight includ$

g = —0.187lcfp — 0.624lcfh + 0.152lcfhg + 0.054lcf®o.1041cfhl — 0.125lcfhd +

0.041lcfhb — 9.87Icfhc? — 5.28lcfhb? &Q 4.5

al‘% = —0.624 + 0.152g + 0.054¢ — 0.10 6d + 0.041b — 2(9.87¢) — 2(5258b) =

0 C.;\\% 4.6
From equation 4.2, to derive th(@old level of each institutional qualities, other institutional

qualities were held consta%@ehe respective institutional qualities are derived and presented in

Table 4.9. C@

g = 0.093 ¢ — 0.2Alcfhl + 0.063Alcfhd + 6.43Alcfhd? — 0.596ecm(—1) 4.7

Short Run:

a;fﬂ}wi%c —0.20 4+ 0.063d + 2(6.43d) = 0 4.8
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4.6.1. To Investigate how Economic Growth Respond to Shocks in the Institutional
Qualities in the Presence of Capital Flight
Table 4.12: Lag Length Selection Criteria

Exogenous Variables: G LCFP LCFH LCFPB LCFHD LCFPC D(LCFPGQG)

Lag LogL LR FPE AIC SC HQ

0 -1122.26 NA 1.67e+20 66.42695 66.74120 66.534&

1 -1024.77 149.0980* 1.02e+19* 63.57476  66.08877* 64.{29

2 -971.41 59.63850 1.17e+19 63.31825* 68.0@\ 64.92577

N

LR: sequential modified LR test statistic (each test at 5% level E@ Final prediction error, AIC:

Akaike information criterion, SC: Schwarz information cr, ¢ , HQ: Hannan-Quinn information

criterion 6’6

* indicates lag order selected by the criterio \:

Source: Author*s Compilation, 2023 .
4.6: Economic Growth Response@&S ocks in the Institutional Qualities in the Presence of

\\)(\

The LR test statisfi'c’i\Qésd to assess the overall significance of adding lags to the model.

The asterisk (&1 i

FPE me ’tb the goodness of fit of the model, considering the trade-off between model

comple>{y and fit.

A lower FPE indicates a better fit.

Capital Flight

ates the lag order selected by this test.

The asterisk (*) indicates the lag order selected by this criterion.
AIC balances the fit of the model with its complexity, penalizing overfitting.

A lower AIC suggests a better trade-off between goodness of fit and simplicity.
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The asterisk (*) indicates the lag order selected by this criterion.

SC is similar to AIC but penalizes complex models more heavily.
A lower SC suggests a better balance between fit and simplicity.

The asterisk (*) indicates the lag order selected by this criterion.

HQ is similar to AIC and SC but penalizes complex models more strongly.

A lower HQ indicates a better trade-off between fit and model simplicity. \
The asterisk (*) indicates the lag order selected by this criterion. QQ
The selected lag order varies across criteria, with different criteria favoring différent orders. For

example, the LR test selects lag 1, while AIC and SC select lag 2, @ and HQ select lag

] O

The choice of lag order depends on the specific criteric@ed and the trade-off between model

fit and complexity. %6’6
O

Models with lower values of FPE, Al , anhd HQ are considered better in terms of fit and

simplicity. é-)\
&

The lag order selected criterion reflects the compromise between capturing the

underlying patterns m& ata and avoiding overfitting.

The sequentia@o ified LR test helps assess the overall significance of adding lags to the model.
A sig@st statistic suggests that adding lags improves the model's explanatory power.

The criteria provide different perspectives on the trade-off between model fit and complexity.

Specific goals of the analysis and the balance between capturing the data's complexity and

avoiding overfitting were considered.
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Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.
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Fig 4.16¥Impulse- Response Function

Source: Author“s Computation, 2023 Response of G to LCFPB
The graph initially dips downward at period 1, to perios 2, reflecting a negative response to the

shock. It spikes upward from period 2 to period 3. At period 3 to period 4, the graph exhibit
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minimal change, indicating that G is not significantly affected by the shock. From period 4 to

period 10, it dips down again, reflecting a negative response to the shock.

Response to G to LCFHD
There is a slight increase in the standard deviation from period 1 to period 2. There was minimal

change from period 2 to period 3. It sips down marginally from period 3 to period 4. From

period 4; it came down significantly to negative in period 5. And from period @geriod 10, it

Response to G to LCFPC %

The standard deviation dips downward from period 1 to . It rose slightly from there to

period 10. Q
6’6
Response of G to D (LCFPG) @%

There was a sharp downward trend frm\&)d 1 to period 2. It rose significantly from period 2

exhibits a minimal change.

to period 3. It dip down again fror&gﬁd 3 to period 5. However, it rose again from period 5 to
period 6. From period 6, it .b$1ued to rise slightly, until period 8, until period 9 when it

became stable and it sli @ose again till period 10.
4.6.2: Varianee \mposition Result

In the ini@@rlod, the entirety of the variability in economic growth (G) is attributed to its own
shock&th no discernible influence from other variables such as physical capital flight (LCFP),
human capital flight (LCFH), bureaucracy (LCFPB), and others. As we progress to the second

period, a notable shift occurs in the variance decomposition. Economic growths own shocks

now account for 78.85% of the variability, indicating a decreasing reliance on its own
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fluctuations to explain changes. Simultaneously, the shocks from physical capital flight (LCFP)

contribute

3.92% to the variability, while human capital flight (LCFH) plays a substantial role at 11.89%.
The influence of other variables, including bureaucracy (LCFPB), democratic accountability
(LCFHD), control of corruption (LCFPC), and the lagged value of govern stability

(6(LCFPQG)), becomes evident, contributing 1.86%, 0.14%, 0.69%, and 2. 66% 1ve1y

Q

This trend persists over subsequent periods. By the third period, 1but10n from physical
capital flight (LCFP) increases to 7.59%, and human capita %CFH) further influences
economic growth at 11.24%. The roles of other VariabQontmue to evolve, illustrating a
dynamic interplay among these factors. This p%%%ntmues through the tenth period,
showcasing a diminishing role of economi

s own shocks (now at 63.35%), with an

increasing influence from shocks of other@les such as LCFP, LCFH, and others.

In summary, the variance deq&gfsmon results highlight a dynamic relationship where the
explanatory power of @uc growth's own shocks diminishes over time, while the
contributions from a&nal factors, represented by shocks from other variables, become

increasingly % t in explaining the observed variability in economic growth from the first

to the te 10d
N
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Table 4.13 Variance Decomposition Result:

G LCFP LCFH LCFPB LCFHD LCFPC D(LCFPG)

Period S.E. G LCFP LCFH LCFPB LCFHD LCFPC D(LCF PG)
1 3.383 100.000  0.000 0.000 0.000 0.000 0.000 Q\O
2 3.917 78.847  3.916 11.885  1.864 0.144 0. 2.658
3 4.059 73.459  7.590 11.244  1.749 0.264 226 3.469
4 4.109 71.666  7.414 10.969  1.707 0. 3% 4.366 3.524
5 4.183 69.152  7.820 10.586  2.197 6.177 3.570
6 4.267 66.489  9.408 10.217 @ 0.795 7.146 3.472
7 4.305 65.388  9.631 10. 057 § 0.945 7.800 3.525

8 4.335 64.565  9.675 2.998 1.137 8.226 3.477

9 4.363 63.783  9.894 (_&% 3.303 1.364 8.420 3.434

10 4.380 63.353 9. é 9.734 3.480 1.513 8.507 3.428

N\

Source: Authors Comp at , 2023
4.6.3: Lag L% election Criteria

The R%rbstatistic is 87.83 for lag 1 and drops to 191.61 for lag 2. This suggests that
including one lag significantly improves the model, but the improvement is less pronounced

with the addition of a second lag.

FPE measures the goodness of fit of the model, considering the trade-off between model

complexity and fit.
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A lower FPE indicates a better fit.

The asterisk (*) indicates that the lag order selected by FPE is 1.

AIC balances the fit of the model with its complexity, penalizing overfitting.

A lower AIC suggests a better trade-off between goodness of fit and simplicity.

The asterisk (*) indicates that the lag order selected by AIC is 2.

SC is similar to AIC but penalizes complex models more heavily. Q\
A lower SC suggests a better balance between fit and simplicity. < 0
The asterisk (*) indicates that the lag order selected by SC is 2. 6\

HQ is similar to AIC and SC but penalizes complex models mo ﬁly.

A lower HQ indicates a better trade-off between fit and mo ‘Q plicity.

The asterisk (*) indicates that the lag order selected y@s 2.

The selected lag order varies across criteria, with rent criteria favoring different orders. The
choice of lag order depends on the specifi }ﬁerion used and the trade-off between model fit

and complexity. &é,;\\'
R\

Models with lower values o , AIC, SC, and HQ are considered better in terms of fit and

simplicity.

The sequenti ed LR test helps assess the overall significance of adding lags to the model.
The drop ipb LR test statistic from lag 1 to lag 2 suggests diminishing returns in model

impro\q/gﬁt with the addition of more lags.

The criteria provide different perspectives on the trade-off between model fit and

complexity.
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Specific goals of the analysis and the balance between capturing the data's complexity and

avoiding overfitting were considered.

Table 4.14  Lag Length Selection Criteria

Exogenous Variables: G LCFP LCFH LCFHB D(LCFHC) LCFHG LCFHD @é‘HL)

Lag LogL LR FPE AIC SC
- V'
NA 1.77e+22 73.93335 74.29249 &.05583

1248.87 O

1 191.6056 3.98e+20 70.03383 7 12 71.13613
1118.58 Q

2 87.82999*  1.95e+20*  68.63 076 74.73751 70.71420%*
1030.75

LR: sequential modified LR test statistic (each t fb % level), FPE: Final prediction error, AIC:
Akaike information criterion, SC: Schwarz in& tion criterion, HQ: Hannan-Quinn
information criterion

* indicates lag order selected by the cné%@

Source: Author*s Compilation, @}
Response t0 sky One S.D. (d.f. adjusted) Innovations + 2 S.E.

Response of G{\@ Response of G to D(LCFHC)
15 ] o 15
° \
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Fig 4.17 : Impulse-Response Function @
Source: Author*s Compilation, 2023 E‘@

There&%vergence. This divergence signifies a deviation from an expected trend.

Table 4.15 Variance Decomposition Result
G LCFP LCFH LCFHB D(LCFHC) LCFHG LCFHD D(LCFHL)

Period S.E. G LCFP LCFH LCFHB D(LCFHC) LCFHG LCFHD  D(LCFHL)
1 3.472 100.000  0.000 0.000 0.000 0.000 0.000 0.000 0.000
2 3.806 84.243 0.200 9.852 0.398 0.133 0.007 4.777 0.391
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3 3.984 76.860 0.263 11.750 0.373 0.456 2.107 7.011 1.180
4 4.090 73.257 0.400 11.741 0.376 0.610 5.190 6.930 1.497
5 4.175 70.357 0.723 11.858 0.490 0.658 7.334 6.652 1.927
6 4.222  68.805 0.856 11.647 0.563 0.680 8.521 6.506 2.423
7 4.249  67.933 0.870 11.497 0.572 0.696 9.209 6.428 2.795
8 4267 67.404 0.866 11.412 0.567 0.705 9.626 6.402 3.019
9 4278 67.069 0.861 11.369 0.567 0.707 9.858 6.419 \ 3.150
10 4.285 66.864 0.859 11.344 0.572 0.707 9.970 6 3.229
£

Source: Author“s Compilation, 2023

\/‘
4.6.4: Variance Decomposition Result 6\

In the first period of the Vector Autoregressive (VAR) mode lysis, the entirety of the
variability in economic growth (G) is exclusively attrib its own shocks, contributing
100% to the observed variability. During this initial p%&lo influence is observed from shocks
originating in other variables such as physicaka al flight (LCFP), human capital flight

(LCFH), bureaucracy (LCFPB), and others \3

BN

As we progress to the sub.sei@\periods (2-10), a discernible shift occurs in the variance
decomposition. Econom@ 's contribution to its own shocks diminishes from 100% to
63.35% by the ten.tlg&io , indicating a decreasing reliance on its own fluctuations to explain
changes in e on@growth. Simultaneously, the influence of other variables becomes more
pronounced: e second period, LCFP contributes 3.92%, LCFH contributes 11.89%, and
otheer'%ﬂes such as LCFPB, LCFHD, LCFPC, and § (LCFPQG) also start playing a role in

explaining the observed variability in economic growth.

This evolving trend persists throughout subsequent periods, with the share of variability

attributed to each variable's shocks adjusting over time. By the tenth period, the dynamics are
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characterized by a reduced role of economic growth's own shocks (63.35%) and an increasing
influence from shocks of other variables, showcasing a dynamic interplay among the studied

variables.

In summary, the variance decomposition results highlight a temporal evolution in the
contribution of shocks from different variables to the observed variability in eco growth,

with economic growth's own shocks becoming less dominant over time, whi@s from other

variables gain prominence from the first to the tenth period. :’\
4.7 Discussion of Results 0
Human capital flights, where skilled indivi emigrate affect productivity and

innovation in a country. Fluctuations in physi%épital flight,as well as depreciation also
influence the overall economic health. The @tion result of growth with human capital (0.07)
.

implies a modest association betweenc\;g&o ic expansion and the level of skills and education
in the workforce. The negative QQe}ation of -0.04 suggests a weak and an inverse relationship
between overall econom%@t\l and the amount of capital available. The positive correlation
of 0.22 with capitg‘s&% indicates that as capital leaves a country, economic growth tends to
increase. Thi c@e interpreted as capital flight occuring during this period of economic
prosperity fidence in other investment opportunities.The positive correlation of 0.246 and

0.173\@61 government stability and democratic accountability, respectively suggest that
stronger political institutions are associated with higher economic growth. This aligns with the
idea that stable governance and democratic practices can provide a conducive environment for

economic development. These findings provide a nuanced perspective on the interplay between
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economic growth and various factors, emphasizing the importance of human capital,

government stability and democratic accountability.

A strong positive correlation of 0.78 between capital and human capital suggest a robust
relationship between financial resources, and the level of skills and education in the workforce.
This highlights the potential synergies between capital investment and \;\ capital
development ,indicating that well-funded initiatives may contribute to a @ducated and
skilled labour force. The moderate positive correlation of 0.484 betwe ital and democratic
accountability implies that higher levels of capital are associat@ increased democratic
practices and political accountability. This connection su at economic resources might
play a role in foistering democratic governance, poss%kt ough supporting institutions that
promote transparency and citizen participation. fbb’b

O
The correlation with capital reva&feresﬁng dynamics: the strong negative correlation
of -0.596 with control of corrupti@&cu?\gests tha as capital increases; there is a tendency for a
decrease in corruption contr: L %sures. This could indicate challenges in maintaining effective
anti-corruption rnechagj hen financial resources are in abundance. The negative correlation

of -0.169 with | &o

in the effecti@s of law and order. This relationship suggests that as economic resources grow;

rder implies that higher capital may be associated with a slight decrease

mainm@social order may face challenges, possibly due to complex economic activities or
resource-driven disparities. The positive correlation of 0.484 with democratic accountability
reinforces the earlier observation, indicating that higher capital is associated with increased
democratic practices and political accpountability. This positive link suggests that economic

prosperity may contribute to strengthening of democratic institutions. The positive correlation of
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0.393 with bureaucratic regulation suggests that as capital increases,there tends to be a rise in
bureaucratic regulation. This may indicate that economic growth might lead to increased
regulatory complexity, possibly as a response to managing a growing and diverse economic

landscape.

Also, the correlations regarding human capital provide insights into vario ects: the
strong negative correlation of -0.72 with human capital indicates that as hu @al increases,
there is a substantial tendency for skilled individuals to migrate. This highlights the challenge of

retaining highly educated and skilled workforce in the home coun negative correlation of

-0.70 with capital suggests that as financial resources inc Q here is a notable association
with human capital flight. Economic factors may contrib@to the decision of individuals to seek
opportunities abroad. The negative correlation @@54 with physical capital indicates a
moderate association between the outflow O@’Qi individuals and the departure of physical
capital flight. This relationship sugg *‘at human capital flight may coincide with the
relocation or reduction of tangi@\assets.The minimal positive correlation of 0.010 with
government stability imp 'e@ueak link between human capital flight and the stability of the
government. The posive corfelation of 0.349 with control of corruption suggests that as control

[ ]
of corruption in@%\&s,’ ere is a tendency for human capital flight to rise. This may indicate

that individ@eeking netter opportunities abroad might perceive corruption control measures

as resﬁi{gé.

The correlation with government stability offers nuanced insights: the positive correlation of

0.246 with growth suggests that countries with more stable government tend to experience
higher economic growth. This underscores the role of political stability in foistering a conducive
environment for economic development. The positive correlation of 0.266 with human capital
implies that government stability is associated with a higher level of human capital. This
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suggests that stable governance may contribute to the development and retention of skilled and
educated workforce. The positive correlation of 0.109 with physical capital flight indicates a
modest association between government stability and the outflow of physical capital. This
relationship suggests that to some extent,stability in governance may influence investment
decisions and capital mobility.

The negative correlation of -0.536 with control of corruption highlights a strong inverse
relationship between government stability and control of corruption. More stable ernments
are likely to have better control over corruption, reflecting the importance @emance in
addressing corruption challenges. The positive correlation of 0.443 with dJaw order suggests

atil

of political stability in maintaining social order and security. positive correlation of 0.232

that stable governments tend to have better law and order. This asse n emphasizes the role

with bureaucratic regulation implies that more stable gove@nts are associated with increased

bureaucratic regulation. This connection may indi%@% governments,when stable are more

proactive in implementing regulatory measur@{Q’b

The correlations with control @rmption reveal significant associations: control of

corruption exhibits negative co 1on with growth (-0.382),human capital (-0.596),capital (-

0.232),physical capit Qﬁ (-0.232),physical capital flight (-0.367),Jaw and order
(0.029),democra€5}'§m‘[ability (-0.444) and bureaucratic regulation (0.198). These
conelationyb@erscore the pervasive impact of corruption on various aspects of
econo&&cial,and political dimensions,highlighting the importance of anti-corruption
measures in foistering development and stability. Law and order has negative correlation with
growth (-0.380),control of corruption (-0.029) and democratic accountability (-0.304). The

negative correlations highlights the interconnectedness between law and order, economic growth,
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control of corruption,and democratic accountability,emphasizing the importance of a stable and

secure environments in foistering various aspects of societal well-being.

Law and order shows positive correlation with human capital (0.075), government
stability (0.443) and bureaucratic regulation (0.430). These positive correlations highlight the
potential positive impact of maintaining law and order on human capital opment,
government stability, and bureaucratic regulation, emphasizing the broader (/. implications
of a secure environment. For democratic accountability, positive ation is found with
human capital (0.551), capital (0.484), physical capital flight (0. 5% ureaucratic regulation
(0.430). The correlation indicating positive highlights 6 plex relationships between
democratic accountability and various economic eco ic, political, and regulatory factors
emphasizing the multifaceted nature of accou@ governance. Finally, in examining
bureaucratic regulation,positive correlation\\KQ’?erved with human capital (0.357),capital
(0.393),physical capital flight (0.242); @mem stability (0.232),law and order (0.430), and
control of corruption (0. 198) b@ucratlc regulation decreases with growth (-0.345).The
negative correlation of -0 Q ith growth suggests that as bureaucratic regulation increases,
there is a tendency for omlc growth to decrease. This indicates that excessive regulatory
burdens may hi er ﬁll economic development. In all, these correlations highlights the the
diverse an@etlmes conflicting relationsips between bureaucratic regulation and various
econo\&cial and political factors, emphasizing the need for balanced regulatory frameworks
to promote sustainable development.

The covariance has revealed by the analysis between growth and human capital is 0.021.
This in practical terms means that changes in economic growth are accompanied by some

changes in human capital,but the strength of this relationship is limited. The result also revealed
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the covariance between growth and capital as 6155457051. This indicates a positive linear
relationship. The large positive value suggests that as economic growth increases or
decreases,capital tends to change in the same direction. The covariance between growth and
physical capital stands at 2.0893. This indicates a directional relationship.The positive
covariance suggests that as economic growth changes,physical capital flight tends to change in
the same direction. The covariance between growth and human capital is 92@8,equally
suggests a directional relationship. So also is covariance between grow government
stasbility, (11.259). The covariance between growth and control of tion is -8.263. The
negative covariance implies that as economic growth changesﬁ% of corruption tends to

change in the opposite direction. This applies to the covart etween growth and law and

order, (-15.340). bbe

The covariance between growth and de}i@ttlc accountability is 8.795. This indicates a
directional relationship between the ti, lables. On the other hand, the covariance between
growth and bureaucratic regulatio%&c-?lﬂﬂ ,indicating a negative covariance. However, the
covariance between hum, @a and capital (2.26) suggests that the two variables tends to
change in the same dir ﬁ This is the same with the covariance between human capital and
physical capital((.ll%. The covariance between human capital and human capital flight
(3246.644) 4 s that as human capital changes,human capital flight tends to change inn the
oppos\&éction.

Thestudy empirically examined the effect of capital flight on economic growth in
Nigeria. The results reported that the log value of physical capital flight, control of
corruption,democratic accountability, bureaucratic regulationand government stabilitydoes not

have a statistically significant impact on economic growth. However,the lag value of human

174



capital flight,significant at the 5% level exhibits a positive and statistically significant impact on
economic growth. Law and order on the other has a negative and statistically significant
impact,at a 5% level of significance2. The Error correction model therefore captures the
longterm relationships and adjustments following deviations from equilibrium. Less significant
variables like log value of physical capital flight, governent stability, control of corruption,

democratic accountability, and bureaucratic regulation may play a marginal rolQ short-

term dynamics. < 0

The highly significant coefficient of -16.178 suggests th Qnstant term represents
the long-term value of the dependent variable, when other variables ‘are zero. However, changes
in government stability, from the previous period coeffici ®0.406 are negative,indicating
that deviations from the long-term equilibrium in the previous period are corrected in the current
period. Understanding the short-term and the long-t dynamics of the economy is very
important.This support the argument of past studié f@t nderstanding the short-term and the
long-term dynamics of the economy is sacrosanctl’2 189,

O

In order to investigate the role. 0 1$0ns in the relationship between capital flight

and economic growth, the ARDL WK‘?\nducted. In the model, lagged changes in the physical
capital flight, lagged changé@qgureaucratic regulation,lagged changes in the control of
corruption, and lagged ch@%n democratic accountabilitywere not significant.Lagged changes
in human capital Q?%th coefficient of 1.755 and t-Statistic of 2.894 are highly significant at
1% level of si cance, having a strong positive impact.Lagged changes in bureaucratic
regulatio%rb not significant,implying that it has a negative but statistically weak impact.
However, lagged changes in democratic accountability are insignificant and do not have a
statistically significant impact. Lagged changes in government stability, significant at 5% level

has a positive and statistically significant impact and lagged changes in law and order is highly

significant with strong negative impact?>>!1%:11.12,
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The Error correction model (ECM) results showed that the constant term represents the
long-term equilibrium,when all other variables are zero. This implies that the lagged difference
of G has a negative and statistically significant impact'*»'* The ECM (-1) result further showed
that it is highly significant and the lagged error term indicates a strong tendency for the
dependent variable to correct it*s previous period*s deviation from equilibrium. Lagged changes
in human capital flight, lagged changes in government stability and lagged chanQ%Maw and
order are key drivers of short-term variations in the dependent variable. %@1 changes in
human capital flight, have the most substantial impact. Lagged chan@eaucratic regulation
and lagged changes in control of corruption, although statistica%niﬁcant, have relatively
weaker impacts!>!161718 For human capital flight,all Qtitutional qualities are not
significant,except lagged changes law and order in hl@sm capital flight. This is statistically
significant at a 5% level of significance. ’bb

N\

To determine the threshold 16\7«:&' stitutional qualities that will reduce capital flight
for economic growth. The result r%&led that the lagged changes in physical capital flight is not
significant, having a neg tiq\\$1pact on the dependent variable. Lagged changes in human
capital flight is significant at"5% level, has a positive and statistically significant impact. Lagged
¢ hanges in govﬁn}\n\f ability of physical capital flight, significant at 5% level has a positive
and signiﬁg@npact. Lagged changes in control of corruption of physical capital flight and
laggeﬁ&fges of government stability in physical capital flightdo not have a statistically
significant impact at conventional levels. However,lagged changes in law and order of physical
capital flight and lagged changes in democratic accountability in physical capital flight both has
a negative and statistically significant impact,though at 10% and at 5% respectively.. On the

other hand, the ECM results showed that the first difference of the lagged changes in physical
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capital flight,deviations from long-term equilibrium are corrected in the short-term,but the
results is statistically significant at the 1% level. The first differences of government stability in
physical capital flight, deviations from long-term equilibrium are corrected in the short-term and
the result is highly significant. This indicates a strong tendency for the dependent variable to
correct its previous period“s deviation from equilibrium'®2%2122 The threshold level of
institutional qualities in the presence of physical capital flight both in the longQAabd in the

short-run were looked at. Government stability at -40.74 suggests an adver{e/@t of physical

&

Control of corruption at -19.32% underscores the i nce of addressing corruption

issues. Economic growth experiences notable increase wh e rule of law surpasses 19.68%..
Democratic accountability is strengthened and miti@gamst the consequences of physical

capital flight. This is well pronounced.

capital flight at the threshold level of 40.48. At -402 ctive democratic system are essential
for managing physical capital flight and sustainingledonomic growth in the long-run.However,
in the short-run,government stability plays a eriicél
stability counteract the adverse effects o ical capital flight and stimulate short-term
economic growth. The impact of rule % 5.93) and Bureaucracy (11.9) is evident on the
short term when exceeding the threshc&@%ve 1920.21,22

From equation 4.2, the thres&

evel of each institutional qualities were derived,when
other institutional qualities &w&held constant. In the long-run,the identified thresholds for
various institutional quahé offer valuable insights into the dynamics of economic growth,in
the presence of I’I@)ital flight. Government stability at the threshold of 411% signifies that
economic gro@ is significantly influenced by improvement in government stability,when faced
with the @nges of human capital flight. The threshold level of the control of corruption is at
3.17%. Below this level, the detrimental impact of human capital flight on economic growth is
pronounced. This emphasizes the need to address corruption issues. The threshold level of the
rule of law is -600%,suggesting a robust legal framework is essential to counter the adverse
effects of human capital flight. Democratic accountability demonstrates a critical threshold of

495.2%,implying that democratic governance positively influence economic growth. Also,for
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Bureaucracy, the threshold level is at -5.93%. This underscores the importance of an effective
bureaucratic system,managing the repercussion of human capital flight and sustaining economic
growth in the long-term. In the short-term,the specific threshold levels of government
stability,control of corruption,rule of law,democratic accountability and bureaucracy are not
provided. There absence makes it challenging to interpret their impacts on economic growth in

the context of human capital flight!®-2021.22, Q\

To examine how economic growth respond to shocks in the institutions in the presence

of capital flight. At lag 1,it is significant at the 5% level,suggestir% ntroducing at least one

lag improves the model“s fit. The FPE measures the goodne @i fit of the model. It decreases

with increasing lag orders, suggesting that including maqre\Jags improves the model“s predictive
performance. The lag length selection and criteria s@ that there is a temporal relationship in
the data, and information from the previom\\%wd is valuable for predicting the economic
variable. The result further rmphasized %*portance of temporal dependencies, indicating that
past values of the exogenous VarQ&s have significant explanatory power!>. The economy is
highly sensitive in the ear @ﬁ s to changes in the exogenous variable. Economic policies or
shocks related to grow pﬁ/ a crucial role in the determination of the overall variability. The
system®s Variab@};\}e'c mes more diversified with multiple variables contributing as time
progresses.%@ variables like the lagged changes in physical capital flight, in human capital
ﬂight,\wgfeaucratic regulation in physical capital flight,in democratic accountability in human
capital flight,in control of corruption in physical capital flight and the first difference of the
lagged changes in government stability of physical capital flightgradually become more

influential. This indicates the importance of specific sectors in explaining variability. Finally, the
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increasing contributions of various variables over time suggest a more resilient economy, less

dependence on a single factor?>?4,
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Chapter Five
Conclusion
This chapter presents the summary of findings, conclusion, recommendation of the study,

contribution to knowledge and suggestion for further studies.

5.1 Summary of Findings

Capital is considered crucial for the production of output, which ultimately, 1.% improved
economic growth. However, a sizeable amount of capital, required f g‘lﬁ in human and
funds are taken out of the production system. This adds to the 1hng capital scarcity
problem. This ultimately results to stunted growth in the Ni@u economy.Many authors had
worked on the effect of physical capital flight, on econ Qrowth in Nigeria, yet convincing

evidence is lacking on the effect of human capital f@n economic growth in

Nigeria. There are divergent opinions on of capital flight on economic growth in

Nigeria. Some suggested that the effe @tlve while others opined that the effect is negative.
Some concluded that the fo@ context specific. The study therefore investigate the
relationship among phy%%ital flight, human capital flight, institutional qualities, and their
impact on economjo,@th in Nigeria. The study considered how capital flight and institutional

qualities intep(qctco,;hape the economic growth.

T\{/!Qﬁfg study in the right perspective, pertinent research questions were asked: What
effect does capital flight have on economic growth? How do institutional qualities play their
roles in the relationship between capital flight and economic growth? What threshold level of
institutional qualities can reduce capital flight for economic growth? To what extent does

economic growth respond to shocks in the presence of capital flight? The broad objective of the
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study is to analyze the relationship among capital flight, institutional qualities and economic
growth in Nigeria. The specific objectives are to: analyze the effect of capital flight on economic
growth, to examine the role institutional qualities play in the relationship between capital flight
and economic growth., to determine the threshold level of institutional qualities that will reduce
capital flight for economic growth, and to investigate the response of economic growth to

shocks in the institutional qualities in the presence of capital flight. Q\

O

The main objective of this research is to examine the relationship argQgQaﬂital flight, both
physical and human, institutions and economic growth in Nigeria. udy used annual data
from 1986 to 2022.In a bid to accomplish this objective; tl@ti ation techniques used are
Autoregressive Distributive Lag Model (ARDL), Error @ction Model (ECM) and Vector
Autoregression (VAR). The empirical results of thb@‘ specific objectives were reported and
detailed discussion of it was done in the prev%’éﬁpter. However, further discussions done on
the study are the Unit Root Test which r&>that some of the series are not stationary at level

but became stationary after differené@ once.

For objective 1, The e &apital flight on economic growth. The coefficient of LCFP is
0.214 and not st.agi\l. ally significant. This implies that there might not be meaningful
relationship et\Q%)\the LCFP and the dependent variable in the model. This suggests that
changes in FP may not reliably predict or affect changes in the dependent variable in the
long-ru\/%erefore it is not enough evidence to support a meaningful relationship between

capital flight and the dependent variable. The changes in the log value of physical capital flight

may not have a susbstantial or predictable impact in the long — run.

With the co-efficient of capital flight at — 16.178 is significant at the 1% level, indicating a

strong and significally meaningful relationship between capital flight and the dependent variable
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in the capital flight and the dependent variable in the model. It suggests that tehere is an inverse
relationship between capital flight and the dependent variable. At 1% level of significance, it is
highly generally considered reliable, indicating that changes in the log value of physical capital

flight are likely to influence the dependent variable. A higher log value of physical capital flight

Q

A positive co-efficient of 1.814 of LCFH indicates a positive relationship b the LCFH

might substanticially and inversely affects the outcome in the short — run.

and the dependent variable at a 5% significance level. At a 5% /'%ﬁ(ﬁoﬁnce level, the

relationship is considered statistically significant but to a slight extent than if it was
t

significant at a higher level of 1%. This implies that increas@ LCFH might moderately

influence or predict increase in the dependent variable. H(@er, the relationship might be less

o)

robust compared to a significance level of 1%.

O

In the second objective, the co-efficient (@’P is 0.275 and not significant, it implies that,
in the long-run, there might not b .?\\w stantial or meaningful relationship between the
logarithm of physical capital .ﬂli@%F P) and the dependent variable in the model. In fact, the
absence of significance @\S that changes in the log value of physical capital flight might
not have a conside.regb\e. influence on the dependent variable over an extended period. Therefore,
in the long-run, @FP might not be a strong prediction or an influential factor in determining
changes in pendent variable in the context of the analysis. However, the negative value of
the E -0.716) suggests that when there is deviation from the equilibrium in the previous
period, about 71.6% of that deviation will be corrected in the current period. This indicates a
tendency towards restoring the equilibrium between the variables in the model over time. If the
co-efficient of LCFH is 1.755 at a 1% level of significance, it emphasizes a robust and highly

reliable long-term relationship between LCFH and the dependent variable in the model. At 1%
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significance level, the co-efficient of 1.755 indicates a strong and statistically significant impact.

It therefore suggests that changes in the LCFH are highly likely to lead to a substantial and

meaningful increase in the dependent variable over the long term other factor remaining

constaint.

The institutional qualities roles are:

1.

LCFPB (Bureaucracy), LCFPC (Control of Corruption), and LCFPG (Gov %\t
Stability). < 0
When the co-efficient of LCFPB, LCFPC and LCFPG ®904, 0.011 and 0.000

respectively at no significance level, it implies that there%' not be a substantial or

reliable relationship between the institutional quali Q d the dependent variable in the
model. This suggests that changes in the institups%%qualities may not have a meaningful
impact on the dependent variable. Conseq; these institutional qualities might not be
a significant predictor or an influ @actor determining changes in the dependent

variable within the context of t@\;énl is.

LCFPG — When the .0\&‘1Cient of LCFPG is 0.007 at a 5% level of significance, it
suggests a statisti dependent variable in the model. It indicates further that changes
inthe L .P&i ht have a limited impact on the dependent variable. This suggests that
LCPF@ight have only a minor or modest influence on changes in the dependent
\V/@e. This relationship might not be considered strong or robust based on the

significance level.

LCFPL — At a 1% level of signifinance, a co-efficient of — 0.010 for LCFPL suggests a
statistically significant but weak relationship between LCFPL and the dependent variable

in the model. The negative co-efficient of — 0.010 implies an inverse relationship
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between the LCFPL and the dependent variable. However, the small magnitude of the
co-efficient suggests that a one-unit change in LCFPL might lead to a very slight
decrease in the dependent variable, all other variables remaining constant. While
statistically significant at the 1% level, the substantive impact of LCFPL on the
dependent variable might be minimal based on the small co-efficient value.

In model two, objective two, the co-efficient of LCFP is 0.131 and it is Q&istically
significant, it implied that in the long-run, there might not be a sul%l/g or reliable
relationship between the LCFP and the dependent variable in th el. The absence of
significance suggests that changes in the LCFP may not have%aningful impact on the
dependent variable over an extended period. Therefore, i Qﬂg—run LCFP might not be a
strong predictor or influential factor in determining char@iin the dependent variable within the
context of the analysis. Also,LCFHB ,LCFI—%@%D and LCFHG are respectively -
0.001,0.017,-0.005, and 0.016,at no signiﬁ&@level. This implied that they tend to have no

meaningful impact on the dependent Vé’)&ﬁ

LCFHL — when the co-effi of LCFHL is -0.276 at a 5% level of significance it suggests
a statistically signiﬁcant\é%nship between the LCFHL and the dependent variable in the
model. At 5% %@igﬁiﬁcance, the negative co-efficient of -0.276 implies an inverse
relationship between LCFHL and the dependent variable. This means that an increase in LCFHL

migh@ decrease in the dependent variable, assuming other factors remain constant.

The ECM (-) at -0.545 implies that about 54.5% of the deviation from the long-term
equilibrium between the variables will be corrected in the currect period. This indicates a partial
adjustment towards the long-term equilibrium from any short-termm disequilibrium in the

variables. The constant term (-12.492) signifies the baseline level of the dependent variable

186



when all independent variables are at zero. Therefore, in the short-run, a 54.5% correction from
any deviations from the equilibrium is expected alongside the baseline level represented by the

constant term.

In the third objective, the co-efficient of LCFP is -2.146 and it is not statistically significant.
It implies that there might not be meaningful or reliable relationship between Lc&and the
dependent variable in the model in the long-run. It suggests that changes in t@P may not
have a substantial impact on the variable over an extended period. Thg@&ﬂn the long-run,
LCFP might not be a strong predictor or influential factor in ining changes in the
independent variable within the context of the analysis. H §;when the co-efficient of
LCFH is 1.403 at a 5% level of significance, it suggests@tistically significant relationship
between the LCFH and the dependent variable in odel. It indicates that changes in the
LCFH might have a substantial impact on tk&@\dent variable oven the long-run, assuming
all other factors remain constant. This §K>hat in the long-run, a one-unit increase in LCFH
might lead to a significant increa&&"l\ the department variable, based on the statistically
significant co-efficient. '\%erefore, LCFH could be considered a strong prediction or
influential factor in deté%n g changes in the dependent variable within the context in the
dependent varia é’\\@’u the context of the analysis at 5% level of significance. When the
ECM co—efﬁ@t of (-1) at -0.596, it suggests that around 59.6% of any deviayion from the
long- em@librium bwteen variables will be corrected in the currect period. This indicates a
partial adjustment towards the long-term equilibrium from any short-term disequilibrium
variables. Therefore, in the short-term there is an adjustment of around 59.6% towards the long-

term equilibrium, alongside the baseline value represented by the constant term.
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In model two, objective three, the coefficient of LCFP is -0.187, LCFH is -0.624 and the
coefficience are not statistically significant, it implied that there might not be a substaintial or
reliable relationship between LCFP and the dependent variable in the long-run. At
nonsignificant level, the coefficient suggests that changes in the LCFP may not have a
meaningful impact on the dependent variable over an extended period. Therefore, in the long-
run, LCFP might not be a strong predictor or influential factor in determining @s in the
dependent variable within the context of the analysis. ()

The ECM coefficient of -0.855 suggests that approximately 85.5% @gdeviaﬁons from the

long-term equilibrium between variables will be corrected in the ¢ period.

O

The implication here is that some of these series trended the prevailing macroeconomic

reforms. The different part of the data set exhibits d@rends and behaviours.

o)

In the fourth objective,the variance decom}\ on results highlights a dynamic relationship
where the dynamic power of eco .oéég owth shocks diminishes over time,while the
contributions from extemal.ﬁ&@&ecomes more important in explaining the variability in
economic growth in mo \For model 2, the variance decomposition result exposes a
temporal evolutioP i%e contribution of shocks from different variables to the observed
variability in ec@c growth. Economic growth becomes less dominant over time, while the

shocks fronﬂaér variables gain prominence from the first to the tenth periods.
5.2 Conclusion

The study provides an insight empirically on the relationship among capital flight,
institutional qualities and economic growth in Nigeria. Its time scope is 1986-2022. Capital

flight is a serious and important concern for developing country like Nigeria. This is so because

it restricts the ability and the capacity of the affected economies to mobilize domestic resources,
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necessary to finance economic growth. Consequently, capital flight contributes to the retardation
of Nigerian economy. Economic growth, with relevant literatures reviewed is not impressive in
Nigeria. This is as a result of capital, grossly inadequate for resource mobilization, a requisite
for investment. However, a sizeable amount of capital, be it human or funds are been taken out

of the production system in Nigeria. This contributes to a very large extent to the stunted

economic growth, experienced in Nigeria. Q*
Capital flight can be reduced to the barest minimum when there Qg&dng institutional

qualities. Strong institutions contribute to economic growth, re @e costs of economic

activity, improve the level of welfare attained by the citizens@e ourage trust by providing

fair policing and justice systems. These ultimately spur the'growth of the economy. In Nigeria,

weak institutional qualities are a major challenge tc% ic growth as it promotes the growth

of capital flight. @%

The study examined four speci e’\gb_] tives and evaluates them based on the use of
appropriate estimation tech.ni&éike Error Correction Model (ECM), Autoregressive
Distributed lag Model (A d the Vector Autoregression (VAR.). Pre-estimation tests like
descriptive statisti.css&t root, Cointegration and Covariance were carried out, validating the
choice of the es@ng techniques. CUSUM, a cumulative sum and CUSUM of Squares are
equally us monitoring and detecting shifts or changes. This was used in order to identify
whent\e/process is drifting away from the desired performance. The post estimation tests like
Normality, serial correlation heteroscedasticity, omission of variables and the graphs of
CUSUM and CUSUM of Squares were conducted. The results respectively showed that it is
normally distributed, there is no serial correlation, no presence of heteroscedacity, no omission

of variables and there is stability of CUSM and CUSUM of squares.
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5.3 Recommendations

Recommendations arising from the empirical results of the study are that addressing human
capital flight requires a multifaceted approach that combines improving domestic opportunities,
enhancing institutional qualities, incentivicing return migration and leveraging international
cooperation. With these, Nigeria can mitigate the negative impacts of human capital flight and
promote sustainable economic growth. Also, addressing physical capital fli Qe ires an
approach that promotes political stability,ensure macroeconomic stabilitysdnd enhance
institutional qualities. These help retain capital in Nigeria and sup &stainable economic

growth. %

5.4 Contribution to Knowledge Q

The study contributes to the existing body o %&Hes by closing the empirical gaps in

literature by investigating the relationships@ capital flight, institutional qualities and

N

economic growth: .

(1.) The study found that insti %11 qualities has the ability to reduce to the minimum level

possible in the Nigerian}@n the long run, the damaging effects of capital flight. Graphical

illustrations, sim ﬁ@he conceptual relationships of the variables in an explicit form were
G

developed. These give a clear cut presentation of the various concepts. Moreover, it is adaptable
to policy@ementaﬁon in reality. The appropriate estimation techniques of Error Correction
ModeheM, Vector Autoregression, VAR and Autoregressive Distribution Lag Model, ARDL
were employed to estimate the short run and the long run estimates of the parameters of the

variables. These have ultimately and explicitly established the relationship among capital flight,

institutional qualities and economic growth, evidence from Nigeria.
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(2.) The impact of capital flight on economic growth in Nigeria provides insights into the
country*s economic policy framework. It helps policy makers understand how capital flight can
help policy makers understand how capital flight affects domestic investment, capital

accumulation and economi growth.

(3.) Exploring the impact of capital on economic growth sheds light on the investme,p&imate in
Nigeria. Understanding how capital flight affects investors“confidence, dom@Qnd foreign

investment and the overall business environment can offer valuable ms;&gfof policy makers

and investors. %Q

Research on capital flight and economic growth in Nigeu he role institutional qualities
play contributes to a deeper understanding of the counQ\s economic landscape. It facilitates

informed policy decisions and helps formulate strﬁb to enhance economic growth and

stability. \

5.5 Suggested Area for Further St&ﬁ‘@s

The years covered for the s@y should be extended further. Also, data of higher frequency
could be used for mture\adles.smce the coefficient of capital flight varies among different
models and si .iém levels,further investigation could explore the reasons for its
inconsistencyg Additionally, examining the economic implications of human capital flight,given
its sig%@’q:oefﬁcient,could provide valuable insights into policy recommendations or further
research directions. Furthermore, analyzing the error correction term (ECM) could shed light on
the short term dynamics of the model and potential adjustment processes. Further studies could
delve into understanding the nuanced effects of institutional qualities on economic growth,
given the mixed significance levels of coefficient related to them. Exploring potential

interactions among the variables could provide deeper understanding of their impact.
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Additionally, qualitative research or case studies could help contextualize the findings and
uncover underlying mechanisms, driving the observed relationsahips. Exploring the nature and
mechanisms of the external factors, such as global economic trends, policy spillovers, or
geopolitical events could provide deeper insights. Finally, investigating the reasons behind the
diminishing impact of economic growth shocks overtime, such as structural changes in the
economy would contribute to understanding the longterm dynamics of economic th
Q
N
O
D
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0173124620381
0.5510460014134173 590007021 97191071 83137977 314
0296 CZ/ 1 98651
- ‘:& 0.241970 0430216 -
0344707243494 s@g 568988345474 1055198 01677066 0.23171383 019849338 7230432 0.16685221
667 0356864360283§§ef§\ 2 713 181445966 63122087 88915332 834 11098651 1

G
O

\/Q/
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Covariance Analysis

G HC K CFP CFH GS CC LO DA BR Q\
- 9238.90 11.2586 8.262768 15.340 @ge/ -
14.4523609 0.02111019 61554570 2089286935 82240933200148391 186554740@21 11.75400903
862869

G 0645315 996364402 50.852388 1.58494 111 959 5 230f

- - 0 06199
3246.64 0.24778 0.262@ 585 0.56991
9

0.02111019 0.00599008 22624609 1415136229. 393612505508219@ 69380869372070.247734193 HC
996364402 7005924855 07.28653 872273 318 0902 12 8 4785 6531133’6

99258 15119712930089492950636698072412783
615545705 226246090780661468¢5. 49302519364@ 8535.69 170.0742 13317. 61138.7 1312737891
K  0.852388 .28653 +21 262586t2& 47127 031  96.945
5.4930251 767 3224749512993714421761951379

208928693 14151362 9326258e46. 09198969391 7172.49 866.8592 71086. 76227.8 5339554752 CFP
51.58494 29.872273 +20 252956e+g 3 866 8 62152 769 9.25301

Q:b* ) . 3356461 6686.37
N/ 88199. 405398, -

9238.90822 3246.64393 15119716 7677234896 308.868 7674972 114863.6816708439892587147.96205
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CFH 4093111 6125318 40207455 93914.3 761 295 98833969 60059 953 665126

- 6686.3@849 36.67704 56.636 39.4330
11.2586320 0.24778055 29300898 3224749717 76749720210368867029192251897355779 @\ 8622
GS 0148959 08210902 535.69053 2.49866 295 026 1 15313 206 3

- —% - 114863. 36.6770 32.36344 1.7416
7532

8.26276839 0.26245096 49295063 5129937186 6988339486702945256 ;;13915798610.12837161

CC 1186555 44779912 170.07425 6.85928 69 191 7 s 6201 816 485811
\Q’b - - 88199.8 56.6362 1.741606
A\ 112.73 43.1854
15.3404740 0.06194775 66980713 4421767108 16708 91547133620379235715075440.97137678 LO
5723055 856938088 317.47127 6.62152 059 313 1 09095 8759

Q\ 405398.39.4330 33.75329 43.185 178.572 -
8.79499053 0.56991693 24127836 19§1 762 4398925735577915798681471507379812219.99886372

DA 6421761 72074785 1138.7(3/\ 769 953 206 6 54359 447 859346
rbb’ . 87147.9 25.0135 10.12837 40.971
Q 19.9988

11.7540090 0.24773}/13 127378 5339554752 6205665862213516148581376782637285980.45118091
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BR 3862869

36531133 9196.945 9.25301

126 649 1
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Objective One

ARDL Long Run Form and Bounds Test
Dependent Variable: D(G)

Selected Model: ARDL(2, 2,2,0,1, 1,0, 2)
Case 3: Unrestricted Constant and No Trend
Date: 10/24/23 Time: 14:28

Sample: 1986 2022

Included observations: 35

Conditional Error

Correction Regression

QO

t-

211

Prob.

0.0015
0.6523
0.0029
0.1477
0.2661
0.0763
0.8333
0.6251
0.0155
0.3145
0.1586
0.1394
0.1117
0.0162
0.0013
0.0260

Variable Coefficient Std. Error  Statistic
C -16.17848  10.10994 —1.60025@).1280
G(-1)* -0.684558  0.180969 -3@%
LCFP(-1) 0.146379  0.3191 458661
LCFH(-1) 1.241962 Q.;&Z 3.469824
GS** 0.117747 \@7639 1.516593
CC(-1) 0.155 %0.135310 1.149976
LO(-1) @ 6 0.097955 -1.887460
DA** &.009769 0.045718 -0.213676
BR(- 0 -0.043136  0.086668 -0.497721
D(C& -0.405515  0.150721 -2.690505
FP) -0.165494  0.159655 -1.036575
D(LCFP(-1)) -0.200508  0.135968 -1.474670
D(LCFH) 0.293699  0.189426 1.550464
D(LCFH(-1)) -0.339262  0.202199 -1.677864
D(CC) 0.608421 0.227963  2.668946
D(LO) -0.531383  0.137967 -3.851517
D(BR) -0.166948  0.068476 -2.438056

R



D(BR(-1)) -0.107609  0.082825 -1.299229 0.2112

* p-value incompatible with t -Bounds distribution.

** Variable interpreted as Z = Z(-1) + D(Z).

Levels Equation

Case 3: Unrestricted Co nstant and N o Trend

: R

Variable Coefficient Std. Error  Statistic Prob. Q

LCFP 0.213830 0.486246 0.439758 0.66 Q
LCFH 1.814253  0.681321 2.662846 64

GS 0.172004 0.103766 1 657619Q 1157

CC 0.227304 0.218905 1. 0.3136

LO -0.270081 0. 1227 ’b 9616  0.0420

DA -0.014270 0 06 -0.211519  0.8350

BR -0.063014 %z -0.492325  0.6288

o

EC=G-(0.2138 *LCFPQ@B*LCFH +0.1720*GS + 0.2273*CC

¢

6 Null Hypothesis: No levels

F-Bou&d/@p relationship

Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000
F-statistic 4.357561 10% 2.03 3.13
K 7 5% 2.32 3.5
2.5% 2.6 3.84

1%212 2.96 4.26



Finite
Sample:

) n=35
Actual Sample Size 35

10% 23

5%  2.753 4.209
1%  3.841 5.686

3.606

*LO  -0.0143*DA
0.0630*BR )

Q
S

Null Hypothesis: No levelé\

Test Statistic Value Signif. I( O!: 1)
t-statistic -
3.782729 10% -4.23
5% 2 86 -4.57
2.5‘%\\Q -3.13 -4.85
’\Q;S 343 -5.19
ARDL Error Correctio gesswn
Dependent Varlagé
Selected M L(2,2,2,0,1,1, 0, 2)
Case 3: Un ted Constant and No Trend
Date: N/ 3 Time: 14:29
Sample: 1986 2022
Included observations: 35
ECM Regression
Case 3: Unrestricted Constant and No Trend
Variable Coefficient Std. Error prob.
t-Statistic
C -16.17848 2.380101R2136.797391  0.0000
D(G(-1)) -0.405515 0.087079 -4.656858  0.0002



t  D(LCFP)
D(LCFP(-1))
DERCL) D(LCFH)

_D(LCFH(-1))
0.107609 1y

D(LO)

R-squared

Adjusted R-squared

S.E. of regression

Sum squared resid

Log likelihood
F-statistic

Prob(F-statistic)

CointEq(-1)* -0.684558

-0.165494  0.084074 -1.968429
-0.200508  0.068323 -2.934720
0.293699 0.127090 2.310953
-0.339262  0.153172 -2.214913
0.608421 0.148626 4.093646
-0.531383  0.067268 -7.899439
0.054568 -1.971995
0.887659 Mean dependent
var
0.840850 S.D. dependent var
1.743127 Akaike info criterion
72.92377 Schwarz criterion
-62.50901 Hannan-Quinn criter.
18.96356 Durbin-Watson stat
0.000000 ’bQ

0.09758

0.0655 Bounds Test relationship D(BR)
-0.166948 0.046290

0.0093 -3.606538 0.0022

0.0336

0.0407

0.0008

0.0000

0.0651

0.001473 QQ

4369445 ,\Q/
42005 Q
4.689

57
78333

015327 0.0000

* p-Vathcompatible with t

Breusch-Godfrey Serial Correlation LM Test:

-Bounds distribution.

F-statistic

Obs*R-squared

1.355036

Prob. F(2,15)

5.355852 Prob. Chi-Square(2)

0.2878

0.0687
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.030893 Prob. F(17,17) 0.4754
Obs*R-squared 17.76620 Prob. Chi-Square(17) 0.4037

Scaled explained SS  4.230915 Prob. Chi-Square(17) 0.9992

Ramsey RESET Test < Q

Equation: UNTITLED ¢\

Specification: G G(-1) G(-2) LCFP LCFP(-1) LCFP(-2) LCFH E

LCFH(-1)

LCFH(-2) GS CC CC(-1) LO LO(-1) DA BR BR(-1) @
- N\
Omitted Variables: Squares of fitted values 6’6

iy

g

Value df
t-statistic 0.366997 16 0.21&

F-statistic 0.134687 (1, 16)

@

N
F-test summary: $
&1 of Mean
C
Test SSR fb§08742 1 0.608742

Restri eg&R 72.92377 17 4.289633

Sq. df Squares

Unrestricted SSR

4.519689
Variable Coefficient std error t-statistic
C -16.178 10.110 -1.600 *
G(-1) -0.685 0.181 -3.783 ok
LCFP (-1) 0.146 0.319 0.459 *

215

R

72.31503

16



LCFH (-1)
GS**
CC(-1)
LO(-1)
DA**
BR(-1)
D(G(-1)
D(LCFP)
D(LCFP(-1)
D(LCFH)
D(LCFH(-1)
D(CC)
D(LO)
D(BR)
D(BR(-1)

1.242
0.118
0.156
-0.185
-0.010
-0.043
-0.406
-0.165
-0.201
0.294
-0.339
0.608
-0.531
-0.167
-0.108

0.358
0.078
0.135
0.098
0.046
0.087
0.151
0.160
0.136
0.189
0.202
0.228
0.138
0.068
0.083

Fig 4.3: Serial Corre 7’%
&

0.3470
1.517
1.150
-1.887
-0.214
-0.498
-2.691
-1.037
-1.475
1.550
-1.678
2.669
-3.852

sksksk

-2.438 §f8§k*

10 fb,%)

IN:

216

Series: Residuals
Sample 1988 2022
Observations 35

Mean -1.13e-15
Median 0.145021
Maximum 2.459093
Minimum -3.753413
Std. Dev. 1.464519
Skewness -0.559687
Kurtosis 3.018868
Jarque-Bera  1.827806
Probability 0.400956




Source: Author’s computation, 2023 Objective Two

ARDL Long Run Form and Bounds Test

Dependent Variable: D(G)

Selected Model: ARDL(2,0,2,2,1,0,0, 1)

Case 3: Unrestricted Constant and No Trend

Date: 10/25/23 Time: 07:20
Sample: 1986 2022

Included observations: 35

Conditional Error Correction Regression

t-

Variable Coefficient Std. Error  Statistic Q .
C -17.08748  6.793199 -26%0 0.0210
G(-1)* -0.715615  0.1656 \Q4.321209 0.0004
LCFp** 0.196781 0.@5 0.571649  0.5743
LCFH(-1) 1.255624@%. 6528 3.845380 0.0011
LCFPB(-1) -0.00.® 0.002699 -1.171121  0.2560
LCFPC(-1) @%4 0.005409 1.396730 0.1786
LCFPD** ’\ .03E-05 0.001676 -0.053850  0.9576
LCFP *(J 0.004903  0.002571 1.906925 0.0718
LC@ -0.007494 0.002611 -2.870162  0.0098
M(-l)) -0.367972  0.140659 -2.616060 0.0170
D(LCFH) 0.284500 0.177468 1.603107  0.1254
D(LCFH(-1)) -0.358698 0.185713 -1.931462  0.0685
D(LCFPB) -0.007863  0.002701 -2.911071  0.0090
D(LCFPB(-1)) -0.004286 0.001764 -2.429771  0.0252
D(LCFPC) 0.025607 0.007858  3.258810  0.0041
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D(LCFPL) -0.021637 0.003769 -5.740246  0.0000

* p-value incompatible with t -Bounds

distribution. ~ ** Variable interpreted as Z = Z(-1) +

D(2).
Levels Equation
Case 3: Unrestricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic  Prob.

LCFP 0.274982 0.491348  0.559649 0.5%0

LCFH 1.754609 0.606319  2.893869 993

LCFPB -0.004417  0.003857 -1. 145@2664

LCFPC 0.010556  0.008439 1, 0.2261
LCFPD -0.000126 0. 0023 %53717 0.9577
LCFPG 0.006852 0 00, 2.084743  0.0508

%3 -3.832091 0.0011

LCFPL -0.010472 \cgee

EC=G- (0. 2750*LC Q546*LCFH -0.0044*LCFPB +
0.0106*LCFPC g
-0.0001* + 0.0069*LCFPG -0.0105*LCFPL )

\/Z(

F-Bounds Test relationship

Null Hypothesis: No levels

Test Statistic Value Signif . I(0) I(1)

Asymptotic:
n=1000
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F-statistic

K

Actual Sample Size

6.086253 10% 2.03 3.13

7 5% 2.32 3.5
2.5% 2.6 3.84
1% 2.96 4.26
Finite
Sample:
35 n=35
10% 23 3.606

Q
S

5% 2753  4.209 ¢\

1% 3.841 5.6

t-Bounds Test

relationship

Null Hygﬂbl ¢ No levels

Test Statistic Value

X

AN
Sign‘l\ 1(0) 1(1)
S

A\ 2.57

t-statistic -
4.321209 Q’J&c’ 10% 423

'$ 5% -2.86 -4.57
\

2.5% -3.13 -4.85

O

Depe

@ 1% -3.43 -5.19
A\
A\
ARD%@’QOITGCﬁOH Regression
nde

t Variable: D(G)

Selected Model: ARDL(2,0,2,2,1,0, 0, 1)
Case 3: Unrestricted Constant and No Trend
Date: 10/25/23 Time: 07:20

Sample: 1986 2022

Included observations: 35

ECM Regression
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Case 3: Unrestricted Constant and No Trend

Q
S

Variable Coefficient Std. Error  t-Statistic ~ Prob.

C -17.08748  2.170018 -7.874347  0.0000
D(G(-1)) -0.367972  0.080163 -4.590297  0.0002
D(LCFH) 0.284500 0.119867 2.373458  0.0283

D(LCFH(-1)) -0.358698  0.142363 -2.519609  0.0209
D(LCFPB) -0.007863  0.001864 -4.218996  0.0005
D(LCFPB(-1)) -0.004286  0.001127 -3.804817 0.0012 &
D(LCFPC) 0.025607 0.003575 7.161733  0.00 Q
D(LCFPL) -0.021637  0.002483 -8.715844 @%
CointEq(-1)* -0.715615  0.087670 -8.16262Q).0000
O\

R-squared 0.888318

7 b\
Mean dependent var 0.0 Q

220

Adjusted R-squared 0.853954 S.D.de var  4.369445
S.E. of regression 1.669823  Akaike info criterion  4.080347
Sum squared resid 72.49604 S%@criterion 4.480293
Log likelihood -62.40607~Hannan-Quinn criter. 4.218408
F-statistic 25 .83@ Durbin-Watson stat ~ 2.356136
Prob(F-statistic) @O
p-value incomp, 1\ ith t -
Bounds dlstrlbu on
\ﬁull Hypothesis: No levels

F-Bounds Test relatio nship

I(1)
Test Statistic Value Signif. 1(0)

3.13
F-statistic 6.086253 10%  2.03



K 7 5% 2.32 3.5
2.5% 2.6 3.84
1% 2.96 4.26
Null Hypothesis: No levels
t-Bounds Test relatio nship \
1(0) Q
Test Statistic Value  Signif. I(1) ( Q
: Py N
statistic -8.162625 10% - 4.$
5% -2.86 Q@.m
2.5%

1%

Variable Coefficie@error statistic

C -17..0@
NG
LCF** @97 0.344

LCFH(_]QJ 256 0.327

LCFPC -0.003
LCFPC(-1)  0.008
LCFPD** -9.030

LCFPG**  -0.005
LCFPL(-1)  -0.07
D(G(-1) -0.368
D(LCFH)  0.285
D(LCFH(-1)) -0.359

6.793
0.166

0.003
0.005
0.002

0.003
0.003
0.141
0.177
0.186

t-

2515 o
-4.321 wohk
0.572 *
3.845 ok
-1.171 *
1.397 *
-0.054 *
1.907 *
-2.870 ok
2.616 *ox
1.603 *
-1.931 *
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D(LCFPS) -0.008 0.003 2911 Ak

D(LCFPB(-1)) -0.004 0.002 -2.430 ek

D(LCFPC)  0.026 0.008 3.259 ok

D(LCFPL) 0.022 0.004 -5.740 ok

8
Series: Residuals

7 Sample 1988 2022

6 Observations 35

5 Mean -16
Median 19144

4 Maximu .320966
Minim r:(/ -3.587230

3 Std.&v. 1.460218
Skewne -0.546824

21 I |s 2.741625

L ') Jarque-Bera  1.841615

0 N Probability 0.398197

4 -3 2 1 0 1 Q2

Fig4.4.1 Serial Correlation &b

Source: Author*s computation, 2023 @

ARDL Error Correction Regression C@

Dependent Variable: D(G)

Selected Model: ARDL(2, 0§ , 0, 0, 1)

Case 3: Unrestricted Co nd No Trend

Date: 10/25/23 Ti %

Sample: 1986 2@

Included ob ions: 35

ECM Regression
Case 3: Unrestricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
C -17.08748 2.170018 -7.874347  0.0000
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D(G(-1)) -0.367972  0.080163 -4.590297  0.0002
D(LCFH) 0.284500 0.119867 2.373458  0.0283
D(LCFH(-1)) -0.358698  0.142363 -2.519609  0.0209
D(LCFPB) -0.007863  0.001864 -4.218996  0.0005
D(LCFPB(-1)) -0.004286  0.001127 -3.804817  0.0012
D(LCFPC) 0.025607  0.003575 7.161733  0.0000
D(LCFPL) -0.021637  0.002483 -8.715844  0.0000
CointEq(-1)* -0.715615 0.087670 -8.162625  0.0000
R-squared 0.888318 Mean depen dent var 0.001473

Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic

Prob(F-statistic)

0.853954
1.669823
72.49604
-62.40607
25.85051
0.000000

Akaike info criterion

47

Schwarz criterion Q4.480293

Hannan-Qui

ier.

4.218408

Durbin-\@m stat  2.356136

=

F-Bounds Te%

e

* p-value incompatible with f\* -Bounds d istribution.

Qﬁ\
S

Null

Hypothesis:

No levels

relatio nship

. o0
N

I(1)

Test Statistic Value Signif. 1(0)
3.13

F-statistic 6.086253 10% 2.03
K 7 5% 2.32 3.5
2.5% 2.6 3.84

223
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S.D. dependent var 4. %



1%

2.96 4.26

Null Hypothesis: No levels

-2.57 _ \
S

t-Bounds Test relationship
Test Statistic Value Signif. 1(0) I(1)
t-statistic
-8.162625 10%
4.23
5% -2.86 -4.57
2.5%

1%

313 -4.85 '\
O
3.43 (\%

Breusch-Godfrey Serial Correlation LM Test:

(\QV

F-statistic

Obs*R-squared

1.546603

Prob. F(2,17)

5.388000 Prob. Chi-

6‘2}v 0.2415

) 0.0676

=

S

Heteroskedasticity Test: Breuse&agan Godfrey

ST,
F-statistic 0.81466

Obs*R-squared ’\\Lﬁ 9957 Prob. Chi-Square(15)

Prob. F(15,19)

0.6525
0.5484

Scaled expla1@ 3.515625 Prob. Chi-Square(15) 0.9989

\

Ramsey RESET Test
Equation: UNTITLED

Specification: G G(-1) G(-2) LCFP LCFH LCFH(-1) LCFH(-2)

LCFPB

LCFPB(-1) LCFPB(-2) LCFPC LCFPC(-1) LCFPD LCFPG



LCFPL
LCFPL(-1) C
Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 0.427290 18 0.6742
F-statistic ~ 0.182577 (1, 18) 0.6742

F-test summary: Q\

Sum of Mean

Sq. df Squares

Test SSR 0.727956 1 0.727956
Restricted SSR 72.49604 19 3.815581 Q E
Unrestricted SSR 71.76809 18 3.987116 Q

>

g lcfp lcth gs cc lo da br g lefp Ieth gs cc lo da btfb
gssq ccsq losq dasq brsq

g lcfp Ieth gs cc lo da br Icfpg lcfpc 1 @ Icfpb g

Ictp lcth gs cc lo da br Icthg lcfhc fhd lcthb

g lcfp leth gs cc fpg Ictpc lctpl Ictpd lefpb lefpgsq Iefpesq Iefplsq Iefpdsq lefpbsq g
Icfp lcth gs c a lcﬂ1g Icthe lcthl Iefhd Icthb Iefhgsq Icthesq Icthlsq Icthdsq lefthbsq

g lcfp%% ¢ lo da br

ARDL Long Run Form and Bounds Test
Dependent Variable: D(G)

Selected Model: ARDL(3, 2,0,2,1,0,0, 1)
Case 3: Unrestricted Constant and No Trend
Date: 10/25/23 Time: 07:34

Sample: 1986 2022
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Included observations: 34

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic  Prob.
C -12.49129  8.652395 -1.443680 0.1670
G(-1)* -0.545298 0.198310 -2.749732 0.0137
LCFP(-1) 0.071372  0.296271 0.240902 0.8125
LCFH** 1.110962 0.679455 1.635079 0.1204
LCFHB(-1) -0.000422 0.009221 -0.045799 0.9640
LCFHC(-1) 0.009503 0.015531 0.611859 0.5487
LCFHD** -0.002645 0.005206 -0.508144 0.6179
LCFHG** 0.008606 0.007086 1.214530 0.2411 Q&
LCFHL(-1) -0.015028 0.008147 -1.844563 0.082%
D(G(-1)) -0.476923 0.168437 -2.831461 O.(@
D(G(-2)) -0.153496 0.147525 -1.040477 @27
D(LCFP) -0.279917 0.147096 -1.9029@.0741
D(LCFP(-1)) -0.161920 0.132989 -1. @ 0.2400
D(LCFHB) -0.013376 0.00783 @498 0.1059
D(LCFHB(-1)) -0.006868 0.00 4\.786155 0.0919
D(LCFHC) 0.043476 0$ 2.746566  0.0138
D(LCFHL) -0.0495'7§ @09456 -5.242620 0.0001

* p-value incompatiie@ot

** Van

distribution.

+ D(2). Q:\\%
,\,:§>

-Bounds

le interpreted as Z = Z(-1)

hY

Levels Equation

Case 3: Unrestricted Co nstant and N o Trend

Variable

Coefficient Std. Error

t_
Statistic

Prob.

LCFP

0.130887 0.566455 0.231063 0.8200
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LCFH 2.037347 1.625856 1.253092 0.2271

LCFHB -0.000774 0.016829 -0.046022 0.9638

LCFHC 0.017426 0.027126 0.642423  0.5292

LCFHD -0.004851 0.010651 -0.455454 0.6545

LCFHG 0.015782 0.010628 1.484933 0.1559

LCFHL -0.027559 0.010715 -2.571908 0.0198

EC=G-(0.1309 *LCFP + \
2.0373*LCFH -0.0008*LCFHB + Q
0.0174*LCFHC Q
-0.0049*LCFHD + 0.0158*LCFHG -0.0276*LCFHL ) (_/

N
§O

Null Hypothesis: \6
F-Bounds Test relationship

N
Test Statistic Value Signif. I((% ’§ I(1)

N
Asymptotic:
’& n=1000

F-statistic 5.26@@Q/ 10% 2.03 3.13
K GQ 5% 2.32 3.5

(:\\% 2.5% 2.6 3.84
'bb’ 1% 2.96 426

Finite
Sample:
Actual Sample Size 34 n=35
10% 23 3.606
5% 2.753 4.209
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1% 3.841 5.686

Finite
Sample:
n=30
10% 2.384 3.728
5% 2.875 4.445
1% 4.104 6.151 Q\

S
S

Null Hypothesis:%
t-Bounds Test @el
rc@nship

Test Statistic Value Signif. ’66’6 1(0) 1I(1)

5% -2.86 -4.57

N
%\\‘9
t-statistic -2.749732 éx\'% 257 423
S

-3.13 -4.85

’.Q\A 2.5%

Q 1% -3.43 -5.19
¢

ARDL Error €o

on Regression

Dependent le: D(G)

Selec&@del: ARDL(3,2,0,2,1,0,0, 1)
Case 3: Unrestricted Constant and No Trend
Date: 10/25/23 Time: 07:36

Sample: 1986 2022

Included observations: 34

ECM Regression
Case 3: U nrestricted Co nstant and N o Trend
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t-

Variable Coefficient Std. Error  Statistic Prob.
C -12.49129 1.678163 -7.443429  0.0000
D(G(-1)) -0.476923  0.089741 -5.314469 0.0001
D(G(-2)) -0.153496  0.097246 -1.578426  0.1329
D(LCFP) -0.279917 0.079973 -3.500152  0.0027
D(LCFP(-1)) -0.161920  0.065460 -2.473591 0.0242 Q
D(LCFHB) -0.013376  0.003704 -3.611170  0.0022 Q/
D(LCFHB(-1)) -0.006868  0.002593 -2.648403 0.01690&
D(LCFHC) 0.043476  0.007760  5.602565 0.0@
D(LCFHL) -0.049576  0.005399 -9.18264 Q@OO
CointEq(-1)* -0.545298  0.070702 -7.712 0.0000

R-squared 0.892830

0.852641

2.300395

Mean dependent v
S.D. dependent var 4.374688

S.E. of regression 1.679328 Akaike
Sum squared resid 67.68339 Sc
Log likelihood -59.94808

h

criterion 4.114593
cz‘)riterion 4.563522

Quinn criter. 4.267690 F-statistic 22.21587

it

069 Adjusted R-squared

R

Durbin-Watson stat

Prob(F-statistic) 0.Q0
« X

- )
with t -

* p-value incompati
Bounds distribation

\?:b
Null Hypothesis: No levels

F-Bounds Test relatio nship

I(T)

Test Statistic Value Signif. 1(0)

3.13

F-statistic 5.266815 10%  2.03
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K 7 5% 232 3.5

2.5% 2.6 3.84

1%  2.96 4.26

t-Bounds Test nship

Null Hypothesis: No levels Q\

relatio
1(0) '\Q/
Test Statistic Value  Signif. I(1) Q

t- -2.57

Q.

5% -2.86 6’6 457

25% -3.13 @ 4.85
1% -3.4& 5.19

Breusch-Godfrey Seria,C Qlatlon LM Test:

SN

F-statistic ~ J.550083 Prob. F(2,15) 0.2444
Obs*R-squ 5.823464 Prob. Chi-Square(2) 0.0544
L%
~

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic ~ 1.157399 Prob. F(16,17) 0.3831 Obs*R-squared
Prob. Chi-Square(16) 0.3401

Scaled explained SS 5.102212  Prob. Chi-Square(16) 0.9952

Ramsey RESET Test
230
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Equation: UNTITLED
Specification: G G(-1) G(-2) G(-3) LCFP LCFP(-1) LCFP(-2)
LCFH LCFHB

LCFHB(-1) LCFHB(-2) LCFHC LCFHC(-1) LCFHD
LCFHG LCFHL

LCFHL(-1) C
Omitted Variables: Squares of fitted values

Value df  Probability \

t-statistic 0.067768 16 0.9468

F-statistic ~ 0.004593 (1,16) 0.9468 < Q

F-test summary:

Sum of Mean

Sq. df Squares QQ

Test SSR 0.019422 1 0.019422 \\
Restricted SSR 67.68339 3. 981;6

Unrestricted SSR 67.66397
4.228998

Variable Coefficient std err@ t-statistic

C 12.491 %Q/ 1444 .
G(-1)* .0.545 Q@% 2750 o

LCFP(1) 0.071 0.296 0.241 *
LCFH** 1. c‘;\* 0.679 1.635 *
LCFHB(-1) 0. 0.009 -0.048 *
LCFHC(-1 10 0.016 0.612 *
LCFHS(/ -0.003 0.005 -0.508 *
LCFHG**  0.009 0.007 1.215 *
LCFHL(-1) -0.015 0.008 -1.845 *
D(G(-1)) -0.477 0.168 -2.831 %
D(G(-2)) 0.153 0.148 -1.040 *
D(LCFP) -0.280 0.147 -1.903 *
D(LCFP(-1)) -0.162 0.133 -1.218 *
D(LCFHB) -0.013 0.008 -1.707 *
D(LCFHB(-1)) 0.001 0.004 2.747 %
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D(LCFPL)  -0.050

10

0.009 -5.243

sksksk

Fig 4.4.4 Serial Correlation

Source: Author*s computation, 2023

Objective Three

gb

ARDL Long Run Form and Bounds Té@

Dependent Variable: D(G)
Selected Model: ARDL(1, 1,1

WQA'), 0,1,0,0, 1,0, 1)
N\

Case 3: Unrestricted Co@d No Trend
Date: 10/25/23 ng&
Sample: 1986 2

Included obsﬁmons

36

Series: Residuals
Sample 1989 2022
Observations 34

Mean -1.07e-14
Median -0.117497
Maximum 2.662986
Minimum -3.833833
Std. Dev. %135
Skewness 129
Kurtosis QQ302606
Jarg 1.282989
PR ility 0.526505

\/&Conditional Error Correction

Regression
t-
Variable Coefficient Std. Error  Statistic Prob.
C 2.325302 5.296576  0.439020  0.6665
G(-1)* -0.596047 0.162912 -3.658702  0.0021
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S

LCFP(-1) -1.278849  0.905917 -1.411662 0.1772
LCFH(-1) 0.836187 0.260781 3.206473  0.0055
LCFPG(-1) 0.042653 0.017567 2.427977  0.0274
LCFPC** 0.030200 0.050403 0.599170  0.5574
LCFPL** -0.056897  0.017124 -3.322652  0.0043
LCFPD** -0.022921  0.008665 -2.645360 0.0176
LCFPB(-1) 0.030973  0.019168 1.615848  0.1257
LCFPGSQ** -1.59E-05 6.01E-06 -2.643741 0.0177
LCFPCSQ** -3.32E-05 4.56E-05 -0.728360  0.4769
LCFPLSQ(-1) 3.28E-05 1.16E-05 2.839917 0.0118

LCFPDSQ** 1.59E-05 4.64E-06 3.431515 0.
LCFPBSQ(-1) -1.60E-05  9.42E-06 -1.702735 080
D(LCFP) 0.298669  0.808751 0.369297Q.7167
D(LCFH) 0.229304 0.175859 1t @ 0.2107
D(LCFPG) 0.049776  0.0166 ’b 7802  0.0087
D(LCFPB) -0.031497  0.016 b\ -1.895481  0.0762
D(LCFPLSQ) 2.52E-05 .. & 2.139197  0.0482
D(LCFPBSQ) 1.27E- Q;S.76E-06 1.637948  0.1209

AN
\YE: p-value incompatible with t
-Boun ibution. ** Variable

C

interpreted as Z = Z(-1) + D(Z).

L
ﬁvels Equation

Case 3: Unrestricted Constant and No Trend

t-

Variable Coefficient Std. Error  Statistic Prob.
LCFP -2.145551  1.501261 -1.429166 0.1722
LCFH 1.402889 0.602672 2.327783  0.0334
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LCFPG
LCFPC
LCFPL
LCFPD
LCFPB
LCFPGSQ
LCFPCSQ
LCFPLSQ
LCFPDSQ

LCFPBSQ

0.071560
0.050668
-0.095457
-0.038455
0.051964
-2.67E-05
-5.58E-05
5.50E-05
2.67E-05
-2.69E-05

0.027090
0.087234
0.046271
0.014890
0.036416
1.01E-05
8.01E-05
2.94E-05
8.88E-06
1.76E-05

2.641611
0.580823
-2.062995
-2.582540
1.426950
-2.652001
-0.696191
1.874283
3.009725
-1.531684

EC=G-(-2.1456 *LCFP + 1.4029*LCFH + 0.0716*LCFP

0.0507*LCFPC
-0.0955*LCFPL -0.0385*LCFPD + 0.0SZO*LCF@

0.0000*LCFPGSQ
-0.0001*LCFPCSQ + 0.0001*LCFPLS

*LCFPBSQ )

Q

@OO*LCFPDSQ 0.0000

Q)

&

N

. ~Q\ Null

F-Bounds Test (.:\\' H}Egtievsgf;
f)\b relationship

N4
Test SMic Value Signif. 1(0) I(1)
Asymptotic:
n=1000

F-statistic 7.321577 10% 1.83 2.94
K 12 5% 2.06 3.24
2.5% 2.28 3.5
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1% 2.54 3.86

Finite
Sample:
) n=40
Actual Sample Size 36
10% -1 -1
5% -1 -1
1% -1 -1

t-Bounds Test relationship @

Test Statistic Value @gm ) 1(0) I(1)
-
t-statistic \“ -2.57
. %2 10% -
4.69
: ’& 5% 286 -5.03

b 2.5% 313 =534
\%’b 1% -3.43 -5.68
ARDL Error Correction Regression
Dependent Variable: D(G) Selected Model: ARDL(1,1,1,1,0,0,0,1,0,0,1,0, 1)

Case 3: Unrestricted Constant and No Trend
Date: 10/25/23 Time: 13:42
Sample: 1986 2022

Included observations: 36
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ECM Regression

Case 3: Unrestricted Constant and No Trend

t-

Variable Coefficient Std. Error  Statistic Prob.

C 2.325302 0.268556  8.658540  0.0000
D(LCFP) 0.298669 0.182686 1.634876 0.1216
D(LCFH) 0.229304 0.083167 2.757154 0.0%

D(LCFPG) 0.049776  0.003762 13.23 17@).0000
D(LCFPB) -0.031497 0.007764 ;46@&7 0.0009
D(LCFPLSQ) 2.52E-05 2.2@ 8.993405  0.0000
D(LCFPBSQ) 1.27E-()&Q§§? 6E-06 3.378482  0.0038
CointEq(-1)* @7 0.046184 -12.90604  0.0000

Adjusted R-squared

S.E. of regression

Sum squared resid

Log likelihood

0.929978

0.912472

1.283463

46.12377

-55.54236

Mean depen  dent var 0.088632

S.D. dependent var

Akaike info criterion

Schwarz criterion

Hannan-Quinn criter.
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3.882024

3.652951



F-statistic 53.12469 Durbin-Watson stat  2.346387

Prob(F-statistic) 0.000000

* p-value incompatible w ith t -Bounds distribution.

Null Hypothesis: No levels QQ
relationship Q}
F-Bounds Test 0&

A N

$

Test Statistic Value Signif. 1(0) I(1) Q
F-statistic 7.321577 10% 1.83 2.94 ’§

K 12 5% 06 324
2.5(@ 228 3.5
J& 254 3.86
W

. % Null Hypothesis: No levels

t-Bounds Test rel@
Test Statistic -@Value Signif. 0) 1)
O

—@istic -2.57
Q:b -12.90604 10% -
\/ 4.69
5% -2.86 -5.03
2.5% -3.13 -5.34
1% -3.43 -5.68

Breusch-Godfrey Serial Correlation LM Test:
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F-statistic 1.089377 Prob. F(2,14) 0.3633

Obs*R-squared 4.848034 Prob. Chi-Square(2) 0.0886

R

Heteroskedasticity Test: Breusch-Pagan-Godfrey < Q
F-statistic 1.239306 Prob. F(19,16) 0.3353 Q&
Obs*R-squared 21.43498 Prob. Chi-Square(19) 0.31

Scaled explained SS 4.362771 Prob. Chi-Square(19)

>
6’2}
Ramsey RESET Test ’b
Equation: UNTITLED @
Specification: G G(-1) LCFP LCFP(—?%F’\SC LCFH(-1) LCFPG LCFPG(-1)
LCFPC LCFPL LCFPD LCF%L PB(-1) LCFPGSQ
LCFPCSQ $
LCFPLSQ LCFPL@CFPBSQ LCFPBSQ LCFPBSQ(-
1)C . ,\%‘
Instrument speci@n: CFP(-1) LCFH(-1) LCFPB(-1)
LCFPC(-1)
C ) LCFPG(-1) LCFPL(-1) LCFHB(-1) LCFHC(-1)
LCFI[{}'T)

LCFHG(-1)
Omitted Variables: Squares of fitted values

Value df Probability
t-statistic 0.475895 15 0.6410
F-statistic 0.226476 (1, 15) 0.6410

F-test summary:
238



Sum of Mean
Sq. df Squares
Test SSR 0.686037 1 0.686037
Restricted SSR 46.12377 16 2.882735
t-
Variable Coefficient std error statistic
C -2.325 5.297 0.439
G(-1)* -0.596 0.163 -3.659
LCFP(-1) -1.279 0.906 -1.412
LCFH(-1) 0.836 0.261 3.206
LCFPG(-1) 0.043 0.018 2.428
LCFPC** 0.030 0.009 0.599
LCFPL** -0.057 0.019 -3.323
LCFPD** -0.023 6.010 -2.645
LCFPS(-1)  -0.0310 4.650 1.616
LCFPGSQ** -1.590 1.160 -2.64
LCFPCSQ** -3.320 4.640
LCFPLS(-1) 3.280 1.162

LCFPDSQ** 1.590

LCFPDSQ(-1) -1.600 9.42%)&"J

D(LCFP)  0.299 0@
D(LCFH)  0.330 Q’Qm
D(LCFPG)  0.050 * 0.017
D(LCFPS) 0(32\\' 0.017
D(LCFPLSQ%gzo 1.180

7.760

D(LCFPS@ 270
\/

2834
4.640 '@9.728

-1.703
0.369
1.304
2.988
-1.895
2.140
1.638

239

Unrestricted SSR 45.43773

3.029182

%
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12

10 4

-25 -20 -15

-1.0

-05 0.0

Fig4.5.1 Serial Correlation

Author*s Computation, 2023 ARDL Long Run Form and B@]

Dependent Variable: D(G)
Selected Model: ARDL(1,0,0,0,1,1,1,0,0,0,

Case 1: No Constant and No Trend

Date: 10/25/23 Time: 14:24

Sample: 1986 2022

Included observations: 36 @

05 10 15

®%

20 25

Q
oF

3.0

Series: Residuals
Sample 1987 2022
Observations 36

Mean 1.40e-14
Median -0.016492
Maximum 2.633064
Minimum -2.160868
Std. Dev. 1.147964
Skewness 0.059374
Kurtosis : 793
Jarque- rQ) 26695
Probgbit 0.986741

O

O

s Test

~
Conditio@r Correction Regression

S

Coefficient

t-

Variable 6 Std. Error  Statistic Prob.
\(— 1)* -0.853553  0.124306 -6.866531  0.0000
LCFP** -0.159618 0.103079 -1.548499 0.1389
LCFH** -0.532295 0.956670 -0.556405  0.5848
LCFHG** 0.129716  0.036540 3.549969  0.0023
LCFHC(-1) 0.046117 0.091946 0.501572  0.6220
LCFHL(-1) -0.088910 0.054035 -1.645414 0.1172
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LCFHD(-1) -0.107229  0.028007 -3.828621 0.0012
LCFHB** 0.035075 0.057165 0.613583  0.5472
LCFHGSQ** -8.82E-05  2.55E-05 -3.457895 0.0028
LCFHCSQ** -8.43E-05 0.000152 -0.553628 0.5866
LCFHLSQ(-1) 9.98E-05 6.66E-05 1.499570 0.1511
LCFHDSQ(-1) 0.000105 2.70E-05 3.893313 0.0011
LCFHBSQ** -4.51E-05 5.63E-05 -0.800394  0.4339
D(LCFHC) 0.092750 0.087282 1.062647  0.3020
D(LCFHL) -0.199539  0.054539 -3.658657 0.0018
D(LCFHD) -0.063187 0.018549 -3.406490 0.0031 &
D(LCFHLSQ) 0.000183  6.29E-05 2.904954 Q
D(LCFHDSQ) 6.43E-05 2.00E-05 3. 205982 %
* p-value incompatible with t -Bounds

’?}&}

distribution. ~ ** Variable interpreted as Z = Z(
D(2).
; ’.&
Q,\"
Levels Equation
&ase 1: No Constant and No Trend
Variable < : @efﬁment Std. Error  t-Statistic  Prob.

\Lj& -0.187005 0.129559 -1.443393 0.1661
LCFH -0.623623  1.157486 -0.538774  0.5966
LCFHG 0.151972 0.050708 2.997012 0.0077
LCFHC 0.054030 0.112065 0.482129 0.6355
LCFHL -0.104164 0.071406 -1.458766 0.1619
LCFHD -0.125626  0.035632 -3.525652 0.0024
LCFHB 0.041093 0.067270 0.610868 0.5489
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LCFHGSQ -0.000103  3.55E-05 -2.906596 0.0094
LCFHCSQ -9.87E-05 0.000186 -0.530057 0.6026
LCFHLSQ 0.000117  8.71E-05 1.342381 0.1962
LCFHDSQ 0.000123  3.37E-05 3.651225 0.0018
LCFHBSQ -5.28E-05  6.66E-05 -0.793826 0.4376

EC=G-(-0.1870 *LCFP -0.6236 *LCFH + 0.1520*LCFHG +

0.0540*LCFHC Q\
-0.1042*LCFHL -0.1256*LCFHD + 0.0411*LCFHB - Q
0.0001*LCFHGSQ Q}

-0.0001*LCFHCSQ + 0.0001*LCFHLSQ + 0.000I*LCI@
20001

*LCFHBSQ )

\Q Null
F-Bounds Test \ Hypothesis:
No levels

’\\. N 2.5% 2.02
relationshi

é? D 1% 2.26

Test Statistic

<
Va& Signif. 1(0) I(1)

\ Finite
*\V Sample:
(:\\' Asymptotic: Actual Sample Size 36
b n=1000 n=40
F-statistic ’b 10.88744 10% 1.6 2.72 10% -1
K \/QJ 12 5% 1.82 2.99 o
1% -1 -1
Finite
Sample:
n=35
10% -1 -1
5% -1 -1

242

3.27
3.6



1% -1 -1

Null Hypothesis: No levels

t-Bounds Test relationship
Test Statistic Value Signif. 1(0) I(1)
t-statistic -1.62
-6.866531 10%

5% -1.95 -4.76

4.42 QQ\
2.5% -2.24 -5.06 &
1% -2.58 %0
O
ARDL Error Correction Regression &Q

Dependent Variable: D(G)

Selected Model: ARDL(1,0,0,0,1,1,1,0, Q\@, 1,0)

Case 1: No Constant and No Trend \

Date: 10/25/23 Time: 14:24 S

Sample: 1986 2022 I.n%gd observations: 36
Q

o
¢

D

N
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ECM Regression
Case 1: No Constant and No Trend

Coefficien
Variable t Std. Error  t-Statistic Prob.
D(LCFHC) 0.092750 0.008226 11.27531 0.0000
D(LCFHL) -0.199539 0.014822 -13.46201 0.0000 \
D(LCFHD) -0.063187 0.007528 -8.393394  0.0000 Q

D(LCFHDSQ) 6.43E-05 8.81E-06 7.294521 0.0000

D(LCFHLSQ) 0.000183 1.65E-05 11.03806 0.0000 &Q/

CointBq(-1)*  -0.853553  0.055574 -15.35886 0 o&

R-squared 0.905665 Mean depe  ndent N).088632

var
Adjusted R-squared 0.889942 S.D. depan@ 4.338207

S.E. of regression 1.439198 Akaik m's riterion 3.717061
Sum squared resid 62.13871 s@}%z riterion 3.980980
Log likelihood -60.9070 nnan-Quinn criter. 3.809176

Durbin-Watson stat 2.@

. distribution.
* p-value incom‘at&h t
Bounds 6

\/QJ

Null Hypoth esis: No levels

F-Bounds Test relatio nship
I(1)
Test Statistic Value Signif. 1(0)
2.72
F-statistic 10.88744 10% 1.6
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k 12 5% 1.82 2.99
2.5% 2.02 3.27
1% 2.26 3.6

Null Hypothesis: No levels \

Test Statistic Value Signif. 1(0) I(1) &Q/

t-statistic -1.62 %
-15.35886 10% @

5% -1.9 Q—
4.76
2.5% ’béfgt -

5.06

t-Bounds Test relationship

Ramsey RESET Test
Equation: UNTITLED Q
Specification: G CFP LCFH LCFHG LCFHC LCFHC(-1)
LCFHL (J

LCF CFHD LCFHD(-1) LCFHB LCFHGSQ
LCFHCS

LCFHLSQ LCFHLSQ(-1) LCFHDSQ LCFHDSQ(-1)
LCFHBSQ
Instrument specification: LCFP(-1) LCFH(-1) LCFPB(-1)
LCFPC(-1)

LCFPD(-1) LCFPG(-1) LCFPL(-1) LCFHB(-1) LCFHC(-1)
LCFHD(-1)

LCFHG(-1)

Omitted Variables: Squares of fitted values
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Value df Probability
t-statistic 0.193029 17 0.8492
F-statistic 0.037260 (1,17) 0.8492

F-test summary:
Sum of Mean

Sq. df Squares

Test SSR 0.135896 1 0.135896
Restricted SSR 62.13871 18 3.452150
Unrestricted SSR 62.00281 17 3.647224

(\Q

F-statistic 0.769126 Prob. F(2,16) Q 4798

Obs*R-squared 3.157504 Prob. Chi-Square 0.2062

N\,

Heteroskedasticity Test: Breusgkg&gdn-Godfrey

N
F-statistic 0.804260 Prob. F(18,17) 0.6749
Obs*R-squared _« \ 5704 Prob. Chi-Square(18) 0.5537

Scaled explai ng/ 3.292665 Prob. Chi-Square(18) 0.9999

o,
\/QJ

Variable Coefficient std error t-statistic

G(-1)* -0.853 0.124 -6.867 oAk
LCFP** -0.160 0.103 -1.548 *
LCFH** -0.532 0.957 -0.556 *
LCFHG** 0.130 0.037 3.550 oAk
LCFHC(-1) 0.046 0.092 0.502 *
LCFHL(-1) -0.089 0.054 -1.645 *H
LCFHD(-1) -0.107 0.028 -3 2%%9 oAk
LCFHB** 0.035 0.057 0.614 *

LCFHGSQ** -8.820 2.550 -3.458 ok



LCFHCSQ** -8.430 0.000 -0.554 *  Breusch-Godfrey Serial Correlation LM

LCFHLSQ(-1) 9.980 6.660 1.500 x TSE
LCFHDSQ(-1)0.000 2.700 3.893 ok
LCFHBSQ** -4.510 5.630 -0.800 *
D(LCFHC)  0.093 0.087 1.063 *
D(LCFHL)  -0.200 0.054 -3.659 ok
D(LCFHD)  -0.063 0.019 -3.406 ok
D(LCFHLSQ) 0.000 6.290 2.905 ok
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D(LCFHDSQ) 6.430 2.000 3.206 ***

8
Series: Residuals
7 Sample 1987 2022
6 Observations 36
5 Mean -0.002028
Median 058453
4 Maximum 87849
Minimum Q 24230
3 Std. Dev< 332437
Skew{s -0.235254
2 Kurtos| 2.589489
1
ue-Bera  0.584847
0 i obability 0.746452
30 -25 -20 -15 -1.0 -05 0.0 0.5 1.0 1.5 2
Fig 4.5.4 Serial Correlation ]Q
Source: Author*s computation, 2023 ) : ’b:
Vector Autoregression Estimates %\
Date: 11/10/23 Time: 14:04 ® A
Sample (adjusted): 1989 2022
Included observations: 34 after adjustme
Standard errors in () & t-statistics in [ ]
C\&
b 19.462
G(-1) fb -0.243951 0.374225 0.073634 24.26853 5.583746 14.06004 61
(15.828
N (0.22380) (0.15563) (0.17629) (10.2097) (12.2596) (4.29689) 3)
[
1.22961
[-1.09006] [2.40464] [0.41769] [2.37702] [ 0.45546] [ 3.27236] ]
33.4363
G(-2) 0.290770 -0.450718 -0.060506 -23.05114 3.153332 -17.04004 8
(12.910
(0.18255) (0.12694) (0.14380) (8.32782) (9.99994) (3.50489) 8)
[_
2.58979
[ 1.59286] [-3.55061] [-0.42077] [-2.76797] [0.31534] [-4.86180] ]
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64BULEFP
©)

LCFP(-1) 0462351  -0.0Z0FB7  -0.1ICEH  -26I53PB  2030BBD  -44.8THST
(85-575—

(0.48037) (0.33405)  (0.37840)  (21.9148)  (263150)  (9.22317) 1)

[_

1.89697

[0.96207]  [0.06037]  [-0.29471]  [-1.21086]  [0.77497]  [-4.87618] ]

27.2459

LCFP(-2) 0671254  -0.776868  -0.092621  -73.03075  -22.48498  -12.84669 0
(42.918

(0.60682) (042198)  (047801)  (27.6833)  (33.2418)  (11.6509)  2)

[_

\ 0.63483

[1.10619]  [1.84102]  [0.19376]  [-2.63808]  [-0.67641 Q-1 10263] ]

Q/ 3.92426

LCFH(-1) 1019312 -0459863  0.017001  -31.14698 Ba119  -22.73578 2
(31.062

(043919)  (0.30541)  (0.34597)  (20.036 0593)  (8.43256) 8

0.12633

[2.32087]  [-1.50571]  [0.04914] [127315]  [2.69619] ]

’bQ 88.4040

LCFH(-2) 0.265567  -1249304  -0.095 8049712 -5537387  -37.91666 0
(32.274

(0.45632)  (0.31732) @46) (208176)  (24.9975)  (8.76140) 1)

[_

2.73916

[0.58197] [-3.937%3\ 0.26555]  [4.29910]  [-0.22152]  [-4.32769] ]

. Q} 0.5339

LCFPB(-1) 10.003472 Q\mom 0002622 0888703 0265598  0.369930 08
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LCFPB(-2)
LCFHD(-1)

LCFHD(-2)

LCFPC(-1)
LCFPC(-2)
\?:b

D(LCFPG(-1))

D(LCFPG(-2))

(0.00475) (0.00331)

[-0.73033] [3.16711]

-0.002856 -0.002770

(0.00408) (0.00283)

[-0.70072] [-0.97704]

-0.004856 0.009566

(0.00618) (0.00430)

[-0.78552] [ 2.22541]

0.003623 0.020561

(0.00730) (0.00508)

[ 0.49622] [ 4.04924]

(0.00375)

[0.70013]

-0.002622

(0.00321)

[-0.81650]

-0.001045

(0.00487)

[-0.21461]

-7.44E-05

(0.21690)

[ 4.09730]

-0.054007

(0.18596)

[-0.29042]

0.647820

(0.28200)

(0.26045)

[1.01976]

-0.008674

(0.22330)

[-0.03885]

(0.09129)

[ 4.05245]

-0.146965

(0.07826)

87781]

0. 40237Qt0 449983

~

[2. 29727@1 8828]

@

(0.00575) Q@ 33313)

-0.0

5.70E-05 -0. 0509@7 001747

(0.01489) @6
[0. 003% 4 92437)

Q@ 0.029763

(0.01465) (0.01019)
[-0.33192] [2.92118]
-0.002912 0.013742

(0.00480) (0.00334)

[-0.60623] [4.11365]

-0.003522 0.003118

(0.00354) (0.00246)

(0.01173)

[-0.14900]

-0.001806

(0.01154)

[-0.15645]

-0.000215

(0.00378)

[-0.05689]

0.003024

(0.00279)
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[4.71164]

-2.809914

(0.67919)

[-4.13717]

2.198800

(0.66842)

[ 3.28956]

0.871252

(0.21915)

[ 3.97556]

0.396970

(0.16132)

-0.106275

(0.40001)

[-0.26568]

-0.695822

(0.81556)

[-0.85318]

0.004003

(0.80263)

[ 0.00499]

-0.216582

(0.26316)

[-0.82302]

0.171041

(0.19371)

(0.11868)

[3.79151]

0.619129

(0.14020)

[4.41602]

-0.307099

(0.28585)

[-1.07435]

0.544647

(0.28131)

[ 1.93609]

0.409692

(0.09223)

[ 4.44190]

0.121641

(0.06789)

(0.3362
7)
[
1.58776
]

0.38195
4
(0.2883
0)
[-
1.32485
]

0.1661
95
(0.4371
8)

[
0.38015
]

1.5429
72
(0.5164
3)

[
2.98763
]

2.16015
0
(1.0529
6)
[_
2.05149
]

1.4414
88
(1.0362
7)

[
1.39104
]

0.7756
67
(0.3397
6)

[
2.28300
]

0.2194
85
(0.2501
0)



[
0.87758

[-0.99587] [ 1.26805] [ 1.08567] [2.46073] [ 0.88296] [1.79160] |
2547.8
C -26.57574 48.87282 19.67704 2991.097 941.7551 1654.239 66
(744.42
(10.5253) (7.31923) (8.29110) (480.169) (576.581) (202.086) 0)
[
3.42262
[-2.52494] [6.67732] [2.37327] [ 6.22925] [ 1.63334] [ 8.18580] |
0.7153
R-squared 0.627499 0.839780 0.179127 0.826253 0.503260 %09812 47
0.5056
Adj. R-squared 0.353025 0.721724 -0.425726 0.698228 0.1372 0.843358 03
944390
Sum sq. resids 188.7926 91.29486 117.1493 392920.7 566548.6 69596.96 .8
222.94
S.E. equation 3.152214 2.192029 2.483094 143.8056 6799 60.52270 57
3.4105
F-statistic 2.286188 7.113370 0.296150 6.45387 1.374959 13.69086 73
222.186
Log likelihood -77.38681 -65.03539 -69.27442 @790 -213.5002 -177.8539 8
13.952
Akaike AIC 5.434518 4.707964 4.957319 3.07523 13.44119 11.34435 16
b 14.625
Schwarz SC 6.107913 5.381358 5.63?6 13.74863 14.11458 12.01774 56
12.709
Mean dependent 4.218080 23.07477 \ 156 1082.501 542.6498 584.0954 24
317.07
S.D. dependent 3.918970 4.15535 ’&2.079577 261.7800 185.9076 152.9202 45
Determinant resid covariance (dof adj.) 9.
[ ]
Determinant resid covariance Q\55E+16
Log likelihood Q -971.4102

Akaike information criterion 63.31825

[ ]
Schwarz criterion < @ 68.03201

Number of coefficients E 105

VAR Lag Order Selection Criteria

Endogenous variables: G LCFP LCFH LCFPB LCFHD LCFPC D(LCFPG)
Exogenous variables: C

Date: 11/10/23 Time: 14:05

Sample: 1986 2022

Included observations: 34

Lag LogL LR FPE AIC SC HQ
0 -1122.258 NA 1.67e+20 66.42695 66.74120
66.53412
1 -1024.771 149.0980* 1.02e+19*  63.57476 66.08877* 64.43211*
-971.4102  59.63850 1.17e+19 63.31825* 68.03201 64.92577
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* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion
SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

Vector Autoregression Estimates

Sample (adjusted): 1989 2022

Included observations: 34 after adjustments

Standard errors in () & t-statistics in [ ]

Date: 11/10/23 Time: 14:05

3
QQ

LCFP LCFH LCFPB LCFPC
G D(LCFPG)

0.131894 0.283353 -0.024010 19.44 4 -3.107180 10.80077
G(- 1) 17.41135
(0.18260) (0.19082) (0.12295) (8.61648) (5.82668)  (15.4580)
[ 0.72230] [ 1.48490] [-0.19529] 03] [-0.36061] [1.85368] [1.12637]
LCFP(-1) 0.796883 -0.571638 -0 120 b -70.04251 13.86568 -53.45226  -84.22095
(0.32769) (0.34244) (22.3942) (15.4626) (10.4562)  (27.7399)
[2.43181] [-1.66931] 49] [-3.12770] [0.89672] [-5.11201]  [-3.03609]
LCFH(-1) 0.661304 -0. 97746%\ 048868 -66.39008 -20.23165 4131570  -52.42716
(0.38019) % (0.25598) (25.9821) (17.9400) (12.1315)  (32.1843)
[1.73939]  of Q [0.19091] [-2.55522] [-1.12774] [-3.40566]  [-1.62897]
LCFPB(-1) -0. ooson .006973 1.30E-05 0.703411 0.175192 0.215199  0.178327
(0.004 (0.00437) (0.00281) (0.28565) (0.19724) (0.13338)  (0.35384)
Qv%w [ 1.59630] [ 0.00463] [ 2.46247] [ 0.88823] [1.61348]  [0.50398]
LCFHD(-1) 0.001554 0.018062 -0.000244 1.212075 0.314269 0.781894  0.975280
Q:b (0.00528) (0.00552) (0.00356) (0.36096) (0.24923) (0.16854)  (0.44713)
\/ [-0.29420] [ 3.27240] [-0.06851] [ 3.35791] [ 1.26094] [4.63927] [2.18122]
LCFPC(-1) -0.003903 -0.014782 -0.002639 -0.118437 -0.720779 0.524638  -0.073395
(0.00690) (0.00721) (0.00465) (0.47148) (0.32555) (0.22014)  (0.58403)
[-0.56569] [-2.05030] [-0.56818] [-0.25120] [-2.21406] [2.38317]  [-0.12567]
D(LCFPG(-1)) -0.004882 0.010762 0.002488 0.668560 -0.040684 0.367840  0.633512
(0.00430) (0.00449) (0.00290) (0.29395) (0.20296) (0.13725)  (0.36412)
[-1.13503] [ 2.39431] [ 0.85923] [ 2.27442] [-0.20045] [2.68010] [ 1.73986]
C -15.86781 37.49483 15.45075 2022.211 537.1531 1273.123  1788.131
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A N

(7.60297) (7.94518) (5.11899) (519.583) (358.759) (242.602) (643.613)
[-2.08705] [4.71919] [3.01832] [ 3.89199] [ 1.49725] [5.24779] [2.77827]
D(LCFPG(-2)) -0.001640 0.003017 0.001486 0.286851 0.019355 0.098186 0.194271
(0.00254) (0.00266) (0.00171) (0.17369) (0.11993) (0.08110)  (0.21516)
[-0.64524] [1.13573] [ 0.86858] [ 1.65147] [0.16139] [1.21066] [0.90293]
0.435559 0.451740 0.091313 0.409210 0.441522 0.622555
R-squared 0.382094
Adj. R-squared 0.254938 0.276297 -0.199467 0.220157 0.262809 0.501773 0.184364
Sum sq. resids 286.0725 312.4043 129.6816 1336042. 636963.4 291270.7 2050025.
S.E. equation 3.382736 3.534993 2.277556 231.1746 159.6200 07.9390 286.3582
F-statistic 2.411455 2.574851 0.314029 2.164527 2.470565 54357 1.932402
Log likelihood -84.45195 -85.94885 -71.00218 -228.0846 -215.4917 Q202.1899 -235.3629
Akaike AIC 5.497174 5.585226 4.706010 13.94615 13.20 Q 12.42294 14.37429
Schwarz SC 5.901210 5.989263 5.110047 14.35019 13.60943 12.82697 14.77833
Mean dependent 4.218080 23.07477 11.53156 1082.501 .64 584.0954 12.70924
S.D. dependent 3.918970 4.155356 2.079577 261.7800 9076 152.9202 317.0745
Determinant resid covariance (dof adj.) 2.54E+18
Determinant resid covariance 2.96E+17 QQ
Log likelihood -1021.578
Akaike information criterion 63.79871 be
Schwarz criterion 66.62697 6
Number of coefficients 63 ’b

)

N
Q;\“J

[ ]
Response to%\%(y One S.D. (d.f. adjusted) Innovations + 2 S.E.

0.0

1.0 5 RN
7 BT \
054 ‘ N\

_________________

1.0

0.5 |

AN

05 ’ba
1.0 \9
\\\ /,’

15
15

0.0 e

_______________

1 2 3 4 5
Response of G to LCFPB
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1.0

0.5 |

0.0

-1.0

-1.5

12 3 4 5 6 71 8
Response of G to LCFPC

Response of G to LCFHD K
R\
Response of G to D(LCFPG) Q\

“¢,

D
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LCFPB LCFHD LCFPC D(LCFPG)
Period S.E. G LCFP LCFH
0.000000 0.000000
1 3.382736 100.0000 0.000000 0.000000 0.000000 0.000000
2 3.917316 78.84668 3.916033 11.88495 1.864416 0.143910 0.686487 2.657521
3 4.058581 73.45851 7.589827 11.24372 1.748561 0.263923 2.226379 3.469077
4 4.109163 71.66582 7.414188 10.96918 1.707472 0.352980 4.3 1 3.524394
5 4.183187 69.15240 7.819720 10.58596 2.197292 0.496999 647740 3.570226
6 4.266580 66.48889 9.407990 10.21720 2473011 0.794745 149 3.472019
7 4.305137 65.38783 9.630855 10.05651 2.654961 0.944536 0297 3.525013
8 4.334935 64.56470 9.675237 9.922513 2.998243 1.136682 .225562 3.477059
9 4.363238 63.78318 9.894148 9.801408 3.302843 1.3 8.419921 3.434051
10 4.380058 63.35277 9.984195 9.733734 3.480427 1. 8 8.507366 3.428335
Cholesky Ordering: G LCFP LCFH LCFPB LCFHD LCFPC D(LCFPG) Q N
Vector Autoregression Estimates \Qrb
Date: 11/10/23 Time: 14:08 \
Sample (adjusted): 1989 2022
Included observations: 34 after adjustments N \
Standard errors in () & t-statistics in [ ] 8
. AQJ
a :Q 15.17
15.224
G(-1) -0.400891 .226353 0.064817 9.520048 3.988271 -0.807167 847 91
. ’& (13.4 (8.212
(O@Y) (0.14523) (0.20951) (12.0517) (5.80821) (12.5967) 596) 38)
[ I
1.127 1.8539
*1.51583] [ 1.55856] [ 0.30937] [0.78993] [ 0.68666] [-0.06408] 71] 0]
21.24 8.2653
G(-2) 0.543637 -0.643335 -0.309271 -20.81433 -8.382068 -15.91591 497 22
(15.1 (9.263
(0.29833) (0.16382) (0.23633) (13.5946) (6.55179) (14.2094) 827)75)
1.399 0.8922
[ 1.82228] [-3.92697] [-1.30862] [-1.53107] [-1.27936] [-1.12010] 29] 2]
5.904 10.384
LCFP(-1) -0.054181 -0.509818 -0.035359 3.737427 2.334814 1.000293 854 99
(11.7 (7.160
(0.23061) (0.12664) (0.18269) (10.5086) (5.06453) (10.9838) 362) 87)
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L L

DA DIEOR

[-0.28%95] [-4.0F584] [-0LCHFI55] [ 0CBBIED] DO.gF1aC) CFHE7] 18) Hi)
47]
6] 14.637.2319
LCFP(-2) 0.465440 -0.548625 -0.230655 -13.70127 -5.175905 -9.965274 204 88
(13.1 (8.025
(0.25844) (0.14192) (0.20474) (11.7770) (5.67583) (12.3096)  528) 20)
[ 1.80095] [-3.86569] [-1.12660] [-1.16339] [-0.91192] [-0.80955] 1.112 0.9011
%5 68.40 70.111
LCFH(-1) 1.390255 -1.765530 -0.833757 -55.03062 -55.21693 Q.e 76 435 21
(57.4 (35.08
(1.12979) (0.62042) (0.89501) (51.4839) (24.312:( 53.8121)  981) 26)
’S@ 1.189 1.9984
[ 1.23054] [-2.84571] [-0.93156] [-1.06889] [@5 ] [-1.40631]  68] 6]
% 44.13 40.401
LCFH(-2) -0.065750 -1.593192 0.455184 29, 28.94059 3570589 217 56
(56.4 (34.43
(1.10904) (0.60902) (0.87858) @3 2) (24.3565) (52.8239)  422) 83)
[
rb 0.781 1.1731
[-0.05929] [-2.61597] [0.5180% [ 0.58746] [1.18821] [0.67594]  90] 6]
\D 0.563 0.4366
LCFHB(-1) -0.007442 0.019339 006938 0.625397 0.165534 0.464421 958 45
'\ (0.51 (0.315
(0.01017) (0.00558(.) (0.00805) (0.46332) (0.22329) (0.48428)  745)72)
[ [
. Q/ 1.089 1.3830
[-0.73193] @\&7] [ 0.86140] [ 1.34981] [0.74133] [0.95000] 88] 1]
0.474 0.3005
LCFHB(-2) -0. 032\%3’ -0.011757 -0.009843 -0.497804 -0.310576 -0.598858 399 84
(0.44 (0.271
(0.00874) (0.00480) (0.00692) (0.39819) (0.19191) (0.41620)  471) 34)
E } [- [
fb 1.066 1.1077
\/Q/ [-0.37185] [-2.45008] [-1.42186] [-1.25015] [-1.61838] [-1.43886] 76] 7]
0.640 0.3549
D(LCFHC(-1)) 0.021070 -0.040955 0.008960 -0.566604 0.486893 1071212 143 70
(1.53 (0.936
(0.03016) (0.01656) (0.02390) (1.37457) (0.66246) (1.43673)  515)67)
[- [
0.416 0.3789
[ 0.69850] [-2.47243] [ 0.37495] [-0.41220] [ 0.73498] [0.74559]  99] 7]
2.283 0.7165
D(LCFHC(-2)) -0.020436 0.020817 0.017045 0.601220 0.276406 0.894413 716 07
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(0.02343)

[-0.87213]

LCFHG(-1) 0.002199

(0.01024)

[0.21485]

0.002942
(0.01029)

LCFHG(-2)

[ 0.28580]

LCFHD(-1) -0.002352

(0.00588)

[-0.39971]

LCFHD(-2) 0.007167

(0.01287)

[1.61776]

0.027780

(0.00562)

[ 4.94227]

-0.007803
(0.00565)

[-1.38057]

0.013622

(0.00323)

[ 4.21525]

0.02
[ ]

(0.01856)

[0.91823]

6.58E-05

(0.00811)

[0.00811]

0.008085
(0.00815)

[ 0.99158]

-0.001666

(0.0046%
O
&

6.90E-05

(0.00793) QQQ 36) (0.00629)

D(LCFHL(-1))

6}023574
\g)fb(o.maon

[-1.30451]

D(LCFHL(-2)) 0.012129

(0.01831)

[ 0.66249]

[ 0.9931@‘\ [4.67532]

-0.011139

(0.00992)

[-1.12240]

-0.019110

(0.01005)

[-1.90075]

[0.01097]

0.008092

(0.01432)

[ 0.56523]

-0.014394

(0.01450)

[-0.99241]
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(1.06781)

[ 0.56304]

0.076964

(0.46643)

[ 0.16501]

0.095715
(0.46905)

(0.51462)

[0.53711]

-0.110647

(0.22479)

[-0.49222]

(0.2260

[ 0.20406 %97767]

&598

0.26816)

(
[-0.50939]

0.253931

(0.36158)

[ 0.70228]

1.230713

(0.82351)

[ 1.49448]

-0.550954

(0.83430)

[-0.66038]

0.051715

(0.12924)

[ 0.40016]

-0.091894

(0.17426)

[-0.52733]

0.315221

(0.39688)

[ 0.79425]

-0.273061

(0.40208)

[-0.67912]

(1.11610)

[0.80138]

0.917510

(0.48753)

g

0.221 OOS 0}.21 2487

(0.49026)

[0.43342]

-0.332221

(0.28029)

[-1.18529]

0.064537

(0.37793)

[0.17076]

-0.151945

(0.86075)

[-0.17653]

-0.785315

(0.87203)

[-0.90056]

(1.19 (0.727
255) 63)

[ [
1.914 0.9847

99] 1]

0.627 0.3273
162 73

(0.52 (0.317
092) 84)
[- [-
1.203 1.0299
95] 9]

1.430 0.2703
303 54

(0.52 (0.319
384)  62)

[ [
2.730 0.8458
43] 6]

0.504 0.1487
310 06

(0.29 (0.182
949) 73)

[ [-
1.683 0.8137
92] 9

0.094 0.3241
010 75

(0.40 (0.246
382) 39)
[- [-
0.232 1.3156
80] 9]

1.346 0.7970
154 08

(0.91 (0.561
971) 16)

[ [
1.463 1.4202

68] 9

1.483 0.4900
511 47

(0.93 (0.568
176) 51)

[- [-
1.592 0.8619
16] 8]



1258. 470.06

C -21.50617 51.72857 19.99710 854.4690 408.5300 879.6559 875 03
(518. (316.0
(10.1793) (5.58990) (8.06397) (463.864) (223.555) (484.841)  051)90)
[ [
2.430 1.4871
[-2.11274] [ 9.25394] [2.47981] [ 1.84207] [ 1.82743] [1.81432] 02] 1]
0.608
0.6206
R-squared 0.659794 0.908748 0.241771 0.348492 0.567060 0.644294 435 81
0.239 0.2636
Adj. R-squared 0.339600 0.822863 -0.471857 -0.264692 0.159587 %12 903 75
4465 16626
Sum sq. resids 172.4249 51.99653 108.2093 358053.2 83163.81 1169.6  93.7 0.1
0 162.0 98.893
S.E. equation 3.184752 1.748891 2.522945 145.1274 69.9427 151.6904 809 92
1.650 1.7385
F-statistic 2.060606 10.58104 0.338791 0.568332 6 1 1.924519 968 72
% 209.4 192.65
Log likelihood -75.84513 -55.46579 -67.92493 -205.69 180.8814 -207.2030 557 80
13.32 12.332
Akaike AIC 5.461478 4.262694 4.995584 13+ 11.64008 13.18841 092 83
14.08 13.096
Schwarz SC 6.224659 5.025874 5.758764 86313 12.40326 13.95159 410 01
Mean dependent 4.218080 23.07477 11.53156 f& .1100 -3.504483 686.7376  542.6 5.3706
6 498 89
185.9 115.24
S.D. dependent  3.918970 4.155356 2.079577 ® .0497 76.29505 182.5493 076 83
A3
Determinant resid covariance (dof adj.) .\&5%918
Determinant resid covariance 2.97E+16
Log likelihood -1030.745 &
Akaike information criterion 68.63207 @
Schwarz criterion 74.73751 \
Number of coefficients 136 Q
A N
%\J
° \
VAR Lag Orde Qon Criteria
Endogenousé%les: G LCFP LCFH LCFHB D(LCFHC) LCFHG LCFHD
D(LCFH
Exogenousariables: C
Date: 11/10/23 Time: 14:08
Sample: 1986 2022
Included observations: 34
Lag LogL LR FPE AIC SC HQ
0 -1248.867 NA 1.77e+22 73.93335 74.29249
74.05583
1 -1118.575 191.6056 3.98e+20 70.03383 73.26612* 71.13613
-1030.745 87.82999* 1.95e+20* 68.63207* 74.73751 70.71420*
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* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

Vector Autoregression Estimates

Date: 11/10/23 Time: 14:09

Sample (adjusted): 1989 2022

Included observations: 34 after adjustments
Standard errors in () & t-statistics in [ ]

Q

O
Q
>

QO

S

R

\@_‘ D(LCFH
G LCFP \ LCFHB D(LCFHC) LCFHG LCFHD )
4
L ]
’\&)\ 7.91150
G(-1)  0.030089 -0.089216 Com 1161 1.858351 -0.370839 7 -0.445153 8.16845
(8.6916 (5.9426
(0.21592) (0.21007) 14671) (8.52853) (4.18019) 9) (10.6153) )
[0.13935] [:0.42469] N\, [0.68951] [0.21790] [-0.08871] [ [-0.04193] [ 1.3745
QQ 0.91024]
'® 3.27291
LCFP(-1) < 0.06903 -0.347268 -0.106182 0.987060 -1.452001 7 4.665714 4.2973¢
(8.3937 (5.7389
(0.20852) (0.20287) (0.14168) (8.23614) (4.03687) 1) (10.2514) )
\/ b [0.33107] [-1.71177] [-0.74943] [0.11984] [-0.35968]  0.38993] [ 0.45513] [ 0.7488
31.3569 -
LCFH(-1) 0.434957 -1.826366 -0.072594 -8.182470 24.89579 8 -69.76710 27.8927
(27.914 (19.085
(0.69346) (0.67467) (0.47118) (27.3902) (13.4251)  2) (34.0921) )
[0.62723] [-2.70706] [-0.15407] [-0.29874] [-1.85443]  1.12334] [-2.04643] 1.46147
0.10893
LCFHB(-1) -0.003855 0.012874 -0.000746 0.389512 -0.055713 8 -0.171212 0.1300¢
(0.3319 (0.2269
(0.00825) (0.00802) (0.00560) (0.32567) (0.15962)  0) (0.40536) )
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[
0.32823] [-0.42237] [ 0.5732

[-0.46754] [ 1.60493] [-0.13317] [ 1.19603] [-0.34903]
1.22833-
D(LCFHC(-1)) -0.005136 0.050441 0.010701 0.010947 0.169074 8 -0.217566 0.27237
(0.8020 (0.5483
(0.01992) (0.01938) (0.01354) (0.78697) (0.38573)  3) (0.97953) )
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[-0.25778] [2.60212] [ 0.79040] [0.01391] [0.43832]  1.53154] [-0.22211] 0.49670
0.90524-
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LCFHD(-1) 0.007514 0.012398 -0.002192 -0.178661 309 9 0.642569 0.2804C
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(0.00424) (0.00413) (0.00288) (0.16749) (0.08209)  0) (0.20847) )
[- [-
[1.77187] [ 3.00507] [-0.76075] [0.19866]  2.14140] [ 3.08224] 2.40258
er 0.88439
D(LCFHL(-1)) -0.007150 -0.040636 -o.ooe1é 0.227547 -0.050656 0 0.521718 0.4991¢
(0.5269 (0.3602
(0.01309) (0.01274) (0.51704) (0.25342)  3) (0.64355) )
[-0.54621] [-3.19078] & 8858] [ 0.44010] [-0.19989]  1.67839][ 0.81069] [ 1.3856
693.305
c -8.220171 31, 14.52611 575.6251 339.6495 3 651.9325 358.99¢
. (278.95 (190.72
(6.92984) 74204) (4.70861) (273.713) (134.158)  0) (340.687) )
[
[-1.1862 [4.64177] [ 3.08501] [2.10302] [2.53171] 2.48541][ 1.91358] [ 1.8823
* 0.29778 -
D(LCFHL(-2)) 5097 -0.000257 -5.55E-05 0.111785 0.065844 3 0.148144 0.02021
(0 01096) (0.01066) (0.00744) (0.43275) (0.21211)  (0.4410 (0.53864) (0.3015
® .
[- [-
\%8] [-0.02415] [-0.00745] [ 0.25831] [0.31043] 0.67520] [ 0.27503] 0.06702
0.42685
D(LCFHC(-2)) 0.014678 -0.000251 0.000727 0.034693 -0.084244 1 0.048077 0.11487
0.6175  (0.4222
(0.01534) (0.01493) (0.01042) (0.60600) (0.29703) 9) (0.75428) )
[
[ 0.95671] [-0.01679] [ 0.06970] [ 0.05725] [-0.28363] 0.69115] [ 0.06374] [ 0.2720
R-squared 0.452994 0.539472 0.103141 0.213012 0.459082  0.59151 0.412504

260

0 0.52089



0.41390 0.157071
Adj. R-squared 0.215165 0.339242 -0.286797 -0.129156 0.223900 6 0.31259
449216. 670059.8
Sum sq. resids 277.2362 262.4138 127.9936 432509.6 103905.4 2 209995
139.753  170.6840
S.E. equation 3.471851 3.377765 2.359012 137.1305 67.21330 8 95.5523
3.33049 1.614919
F-statistic 1.904708 2.694265 0.264506 0.622536 1.952029 6 2.50066
209.555 -216.3529
Log likelihood -83.91857 -82.98447 -70.77944 -208.9109 -184.6668 2 196.628
12.9738 13.37370
Akaike AIC 5.583445 5.528498 4.810555 12.93594 11.50981 % 12.2134
QA 6 13.86752
Schwarz SC 6.077268 6.022321 5.304378 13.42976 12.0036Q 6 12.7072
86.737 542.6498
Mean dependent 4.218080 23.07477 11.53156 542.1100 ;% 5.37068
182.549 1859076
S.D. dependent 3.918970 4.155356 2.079577 129.049& 29505 3 115.248
Determinant resid covariance (dof adj.) 7.98E+19 Q N
Determinant resid covariance 3.50E+18 Q
Log likelihood -1111.844 Q
Akaike information criterion 70.57905 &b
Schwarz criterion 74.52963 rb
Number of coefficients 88 ®
4
)
Response to s;y One S.D. (d.f. adjusted) Innovations + 2 S.E.
Response of G tgP@ Response of G to D(LCFHC)
1.5 & 1.5
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00l / ool S T T
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Response of G to LCFHG
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094 0.5
0.0 :/ = 0.0
0.5 | S — 05
-1.0 v 1.04
T, s T . T T 4 , .
° 6 7 9 10
Response of G to D(LCFHL)
1.5
1.0
0.5 - .
0.0 S T
0.5 \\ ______________
1.0 \\_ P
T T, T s T, T T ,

Period

S.E. LCFP

LCFH

LCFHB

D(LCFHC) LCFHG

LCFHD D(LCFHL

1 3.471851 100.0
0.199729 9.851

2 ©OoOoO~NO O~ W

0

97574 0.133232
0.263260
0.399079
0.723444
0.856032
0.870007
0.865634
0.861295
0.859032

0.007457
11.74957
11.74074
11.85792
11.64668
11.49659
11.41158
11.36937
11.34363

3.984 76.86016
4.08 73.25718
4.174503 70.35729
4.221787 68.80503
4.249466 67.93313
4.266809 67.40419
4.277850 67.06857
4.284535 66.86402

0.390518
0.456348
0.610187
0.658205
0.679743
0.695806
0.704585
0.707092
0.706926

2.107252
5.190166
7.334486
8.520891
9.209327
9.625796
9.857696
9.969796

7.010756 1.179831
6.929660 1.497096
6.652012 1.927368
6.505618 2.422572
6.427788 2.795415
6.401936 3.018958
6.418898 3.149996
6.456181 3.228801

000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 2 3.805779 84.24268
4.777110
0.372821
0.375892
0.489273
0.563444
0.571936
0.567318
0.567092
0.571614

Cholesky Ordering: G LCFP LCFH LCFHB D(LCFHC) LCFHG LCFHD D(LCFHL)
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Paper presented: Supplier Collusion as a threat to Entrepreneu The

Case of Market Behavior of Cement Indlﬁj

Brazil
Presenters: Lawal, T.A, Carim, A.A, % Jimoh, A.A
Venue: The Ibarapa Polytechni
Organizer: Faculty of Eng1&!@)f The Ibarapa Polytechnic,
Eruwa. ®%
(viii) Name of Conference: %

gineering of The Ibarapa Polytechnic, Eruwa.

Date: QQ 3rd_5th July, 2018

Paper pres “&
6 Entrepreneurship: A Panacea to Unemployment and

t Poverty in Nigeria.

é nual National Conference of the Faculty of

@ ers: Alabi, J.A, Jesulowo, A.S, and Lawal, T.A,
Venue: The Ibarapa Polytechnic, Eruwa.
Organizer: Faculty of Engineering of The Ibarapa Polytechnic,
Eruwa.
(ix) Name of Conference: The Ibarapa Polytechnic 1 National Conference
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Date:

Paper presented:

Presenters:
Venue:

Organizer:

(x) Name of Conference:

Date:

Paper presented:

&

(xi) Name of Conference:

Date:

Paper presented:

2016

On Redeeming Nigerian Economy in the face of
Economic Recession.

17%-19% July, 2017

Diversification of the Nigerian Economy: An
Enduring Escape Route from Economic Recession

Lawal, T.A, Oke, J.A, Alabi, J.A \

The Ibarapa Polytechnic, Eruwa.

The Ibarapa Polytechnic, Eruwa. &(}

The Ibarapa Polytechnic@N ational Conference

On Redeeming @an Economy in the face of

Econom@raion.
17?@1113/, 2017

Ce‘szects of Globalization on Absolute Poverty in

Q\A Nigeria
Presenters: Q

Alabi, J.A, Lawal, T.A, Oke, J. A

The Ibarapa Polytechnic, Eruwa
The Ibarapa Polytechnic, Eruwa.

Academic Staff Union of Polytechnics, ASUP

ZONE C, National Conference, Ibadan, Oyo State

Social —Economic Impacts of the Renewed
Hostilities of the Niger-Delta Militants on

Sustainable Nation Building
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Presenters: Lawal, T.A, Alabi, J.A, Aderonmu, O.A.

Venue: The Polytechnic Ibadan, Ibadan.
Organizer: Academic Staff Union of Polytechnics, ASUP
ZONE C.
(xii) Name of Conference: Academic Staff Union of Polytechnics, ASUP

ZONE C, National Conference, Ilaro, Ogun S@

Date: 2015 (J
Paper presented: Planning for Sustainable Develo@ igeria:

The place of Statistics.
Presenters: Oladeji, A.O, Rafiu, A.A@ Alabi, J. A.
Venue: Federal Polytechrg‘&
Organizer: Academic Staff Union of Polyte@\SUP ZONE C.
(xiii) Name of Conference: A @ic Staff Union of Polytechnics, ASUP

'\%%ﬂ\!E C, National Conference, Ilaro, Ogun State

Date: @?
Paper prese{e@ The correlation between Electricity Consumption

b and Industrial Development in Nigeria.
Ps;%(cgs: Oladeji, A.O, Rafiu, A. A, Alabi, J. A
e: Federal Polytechnic, Ilaro.
Organizer: Academic Staff Union of Polytechnics, ASUP
ZONE C.
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(xiv) Name of Conference:

Date:

Paper presented:

Presenters:

Venue:

Organizer:

(xv) Name of Conference:

Date: .Q\A 2015

Paper presented'&
Presgbé'

egt:
Organizer:

Conference on Culture, International Science and

Sustainable Research & Development, Development

Institute, Uyo, Akwa-Ibom State.

2015
Curbing Gender Discrimination through Women\

Empowerment: The Nigerian case. QQ

Jimoh, A. A, Oladeji, A. O, Alabi, J &

Uyo, Akwa-Ibom State. 0

Culture, International Sciene¢ and Sustainable Research
& Development, Devel Institute.

Conferenge ture, International Science and

Sust’gi\' }Research & Development, Development
é:t?tute, Uyo, Akwa-Ibom State.

Political Instability and Economic Growth,

Evidence from Nigeria.

Oladeji, A. O, Jimoh, A. A, Alabi, J. A.

Uyo, Akwa-Ibom State.
Culture, International Science and Sustainable Research
& Development, Development Institute.
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B.

1.

(xvi) Name of Conference:

Conference on Culture, International Science and
Sustainable Research & Development, Development
Institute, Uyo, Akwa-Ibom State

Date: 2015

Paper presented: Problems of Personal Income Tax Generation
Presenters: Alabi, J. A, Oladeji, A. O, Jimoh, A. A.

Venue: Uyo, Akwa-Ibom State. OQ

& Development, Development Ins@

N

Cooperative industry; A Veritable Tool for Economi&perative Development
through Poverty Eradication. Department of Mini f Trade, Investment and
Cooperatives Services, Ibadan. 2012. (In Att e).

(&
References: @

Organizer: Culture, International Science and Sl&ghk: Research
¢

Workshop with Date

. Dr. A. O. Adegbenjo '©

Mechanical Engineering D%{{%lent,

Adeseun Ogundoyin P¢

08101085512 GQ

nic, Eruwa. Oyo State.

s

Genera@udies Department,
Adéﬁ Ogundoyin Polytechnic, Eruwa, Oyo State.

08075271758
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