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The macroeconomic and institutional determinants of economic growth in African

regional blocs: a panel data analysis

Abstract. Economic growth remains a fundamental benchmark for assessing the transformation of
economies across the developed, emerging, and developing world. In the African context, regional economic
communities (RECs) such as ECOWAS, SADC, COMESA, and EAC represent strategic platforms where
growth can enhance per capita income, employment creation, foreign investment, and welfare.

Problem statement. Despite this potential, African economies continue to face growth-limiting
challenges. Macroeconomic instability, weak institutional performance, demographic pressures, and
structural vulnerabilities persistently hinder inclusive and sustainable development.

Unresolved aspects of the problem. While existing studies examine growth determinants in Africa,
many are constrained by short time horizons, single-country focus, or narrow sets of variables.
Consequently, limited attention has been given to the long-term interplay of demographic, institutional, and
macroeconomic factors across diverse regional blocs, leaving critical policy gaps unresolved.

Purpose of the article. This study aims to investigate the macroeconomic and institutional drivers of
growth in African regional blocs from 1960-2022. By applying the STIRPAT framework, it evaluates how
population dynamics, inflation, labor force, broad money, and military expenditure influence GDP growth,
while accounting for structural shifts, policy reforms, and external shocks.

Presentation of the main material. Using a balanced panel of 48 African countries, the analysis
employs fixed effects, random effects, and first-differenced models to address endogeneity and
heterogeneity. Results show that labor force expansion strongly supports growth, while population growth
exerts a marginally negative effect. Inflation and broad money display weak direct impacts. The fixed effects
model best captures within-country variations, underscoring the importance of country-specific
characteristics in shaping growth outcomes.

Conclusions. The findings suggest that African countries should leverage their demographic
dividend, strengthen institutional frameworks, and foster regional integration to achieve sustainable and
inclusive growth. By covering six decades and multiple blocs, the study offers original insights for
policymakers and development partners, providing a broader evidence base for growth-oriented strategies in
Africa.
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Introduction. Economic growth has been a topic that has been drawn under the academic
radar long before, especially in the developed, emerging, and developing economies since growth
can be used as a benchmark of the evolution and transition of any economy. In case of the African
regional blocs, awareness of the factors contributing to economic growth is particularly crucial due
to the historical and institutional, as well as structural complications thereof in the continent. In
these blocs (and everywhere), governments are always interested in standing up stable and inclusive
growth as it is a strategic goal involved in raising per capita income, increasing employment
opportunities, giving overseas direct investment and finally raising living conditions and welfare of
the society.

Nevertheless, in the African setting, the economic growth has usually been limited by issues
associated with macroeconomic instability, poor performance of institutions, and the bigger picture
that accompanies the concept of economic sustainability (Higgins 2015). All these problems prove
the necessity of a very detailed and area-specific study on the determinants of growth.
Theoretically, economic growth may be envisioned as either a rise or an increment in the quantity
and quality of products and services produced and consumed through an economy. Such growth is
empirically usually typified by the tendency of gross domestic product (GDP) to grow (Basani and
Scarpetta 2001; Batrancea et al. 2020b, 2021; Helpman 2004). The African continent, especially the
regional economic communities (including ECOWAS, SADC, COMESA, etc.) growth patterns
tend to be influenced by both the macroeconomic indicators (including inflation, investment and
trade) and the institutional determinants (including governance quality, political stability, and law).
There are four principles that lead to economic growth both theoretically and Economic growth has
been a topic that has been drawn under the academic radar long before, especially in the developed,
emerging, and developing economies since growth can be used as a benchmark of the evolution and
transition of any economy. In case of the African regional blocs, awareness of the factors
contributing to economic growth is particularly crucial due to the historical and institutional, as well
as structural complications thereof in the continent. In these blocs (and everywhere), governments
are always interested in standing up stable and inclusive growth as it is a strategic goal involved in
raising per capita income, increasing employment opportunities, giving overseas direct investment
and finally raising living conditions and welfare of the society.

Nevertheless, in the African setting, the economic growth has usually been limited by issues
associated with macroeconomic instability, poor performance of institutions, and the bigger picture
that accompanies the concept of economic sustainability (Higgins 2015). All these problems prove
the necessity of a very detailed and area-specific study on the determinants of growth.
Theoretically, economic growth may be envisioned as either a rise or an increment in the quantity
and quality of products and services produced and consumed through an economy. Such growth is
empirically usually typified by the tendency of gross domestic product (GDP) to grow (Basani and
Scarpetta 2001; Batrancea et al. 2020b, 2021; Helpman 2004). The African continent, especially the
regional economic communities (including ECOWAS, SADC, COMESA, etc.) growth patterns
tend to be influenced by both the macroeconomic indicators (including inflation, investment and
trade) and the institutional determinants (including governance quality, political stability, and law).
There are four principles that lead to economic growth both theoretically and practically
Entrepreneurship support by governments, political stability, the rule of law, and efforts aimed at
regional integration also play a huge role in determining the performance of any economy
(Batrancea et al., 2019, 2020a).

Current data show that there may be some connection between open financial markets and
better growth in such African blocs as ECOWAS and SADC. As an example, Onah (2022) employs
panel ARDL and PMG techniques in indicating that the financial integration has significant effects
on economic performance in Southern as well as West African regions. Nevertheless, demographic
dividend in Africa is another key to potential growth. According to the European Union Institute for
Security Studies (2021), in 2019, the working population of the world (15-64 years) was about 750
million in Africa, and by 2035 will exceed one billion, averaging 20 million each year, pointing to a
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drastic explosion in population, a factor which we incorporate into our model. Empirical studies
focusing specifically on ECOWAS reinforce our modeling choices. Adewole and Amurawaye
(2024) find that foreign direct investment, inflation, and external debt positively influence growth,
while exchange rate volatility and export levels have dampening effects Adelowokan et al. (2023)
also highlight FDI’s positive effect on employment and poverty reduction, affirming its relevance to
growth-oriented frameworks

Within the framework of the present work, we examine a broad range of macroeconomic
and institutional factors that defined economic growth in the African blocs of regions of states in a
more extended time frame of expansion 1960-2022. Unlike the previous research which usually
looks at the shorter term scenarios, our extended time period perspective is able to analyze
structural changes, external shocks (oil crises, debt periods, and financial liberalization), as well as
policy changes within regional economic associations (RECs). Based on available literature
(Adams, 2009; Li & Liu, 2005; Dinh et al., 2019), we chose the panel of the macroeconomic
variables such as imports, exports, foreign direct investment inflow and outflow, gross domestic
savings, and gross capital formation. The proxy of economic growth is the annual growth rate of the
real gross domestic product (GDP) as it is common practice.

The sample we used includes countries in the key African regional groupings such as
ECOWAS, SADC, EAC, COMESA among others and we were in a position to make comparative
analysis across subregions. The selection of the countries that fall in different income and human
development category List such as low-income countries has been included. economies like Niger
and Sierra Leone to high-income nations such as Mauritius and Seychelles enables an assessment of
how macroeconomic and institutional factors influence growth differently across diverse
developmental contexts.

Finally, the expected output of the present analysis is policy-relevant knowledge concerning
the most promising leverages of growth to be employed in the context of African regional blocs.
The exploitation of the relationship between institutional strength and the macroeconomic
fundamentals will be beneficial in helping the policymakers and the development partners formulate
strategies that ensure economic development that is inclusive and sustainable across the continent.
This paper used a multimodal analytical framework that will help in exploring the macroeconomic
and institutional factors determining the growth fronts of African regional blockings. Due to the use
of Jupiter (python 3), i was able to perform descriptive statistics, correlation tests, and more
extensive panel data estimations, such as Fixed Effects and Random Effects, successfully dealing
with the aspect of endogeneity and autocorrelation. What is original about this study is that it is
wide in its scope and integrative. Other than most previous studies that are limited to smaller
periods of time, or limited to one country, our panel is extensive (1960 to 2022) and covers different
African economies contained in some RECs, e.g. ECOWAS, SADC, COMESA, and EAC. This
expanded timeline will enable us to record brilliant structural periods, post-independence patterns as
well as reaction to major shocks like the global financial crisis of 2008 and the COVID-19.

The literature has also been expanded by inclusion of institutional government variables;
political stability, government effectiveness, regulatory quality, and control of corruption, which are
particularly relevant in the Africa setting where overall quality of governance greatly differs across
and within any regional blocks. Notably, the current research will add to the available existing
literature because it examines the impact of these macroeconomic and institutional determinants on
economic growth of the African regional blocks that transpired between 1960 and 2022 through
panel data analysis. Through this, one would be able to establish regional patterns, longitudinal
trends, and policy-friendly information that will help steer the national policies and regional
integration processes towards sustainability in economic growth. The interaction between
economical and institutional variables were also studied through strong panel econometric methods
with consideration of heterogeneity, cross-sectional dependence and time dynamics. The rest of the
article will follow as follows. In section 2, the research ventures into pertinent literature, which
addresses the topic of economic growth and its factors of influence. The country sample, the time
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frame and economic variables are described in Section 3. In Section 4 the empirical findings are
reported and Section 5 the conclusions.

Literature Review. This research paper is based on three related theories; such theories are
the Endogenous Growth Theory, the Institutional Theory and the Theory of Fiscal Federalism and
Regional Integration. The combination of these theories acts as a conceptual background to examine
the impacts that macroeconomic and institutional factors:

Endogenous Growth Theory was advanced by Romer (1986) and Lucas (1988) who believed
that the main causes of economic growth were self-internal forces and activities like human capital
accumulation, innovation and sound macroeconomic policy among others, and not the external
factors. This theory holds that growth in the long run can be maintained by increasing the amount of
physical capital, productivity of labor force and effective utilization of the macroeconomic
leverages. As far as the scope of this research is concerned, such macroeconomic indicators as
inflation, labor force and broad money are the most significant policy tools where governments can
exercise influence on the growth process on the national level. Analysis of these variables through
the model will help this study test the empirical relevance of endogenous mechanisms in the growth
of GDP in African economies.

The Institutional Theory, as postulated by North (1990) and later developed by Acemoglu
and Robinson (2012), underscores the fact that the human interactions are largely determined by the
presence of the institutions defined as the rules, norms, and legal arrangements that define human
relationships. In this interpretation, institutional quality in terms of effectiveness of governance,
laws and legal systems, property rights and corruption level have a close relationship to economic
performance. In the African setting where there is a big variation in institutional capacity across
individual countries and regions, it is important to comprehend the impacts of these institutional
divergences on the performance of the economy. There is a tacit application of institutional theory
in this study in the light of regional bloc membership (ECOWAS and OPEC) considered as a
substitution of shared governance, cooperative policy structures, and institutional coordination. It is
assumed that the countries included in these blocs can enjoy unified regulatory frameworks and
regional stability that are able to stimulate or limit economic growth based on the quality of
institutional functioning.

Theory of Public Fiscal Federalism first proposed by Musgrave (1959) and Oates (1972)
revised to accommodate the regional integration forces is the basis of interpolating economic
consequence of becoming a member of the supranational blocs such as ECOWAS and OPEC. This
theoretical school posits that regional integration will enable standardization of policies and
conductions of convergence in the economy as well as in the most effective use of resources
between member countries. Under the economic integration, on a theoretical basis, economies of
scale, bigger markets with the political stability are likely to emerge which are favourable to
growth. In reality, however, this can be expressed differently in practice with varying levels of
integration and the internal capabilities of the member-states. The research falls within this mode of
thought as it evaluates the extent to which joining of the blocs contributes to the national GDP
growth rates, thus adding to the discussion on the effectiveness of regionalism as a measure of
economic growth in the Sub-Saharan Africa region.

It has been emphasized by empirical studies carried out to elucidate on the factors
influencing economic growth in various African countries that macroeconomic stability, labour
market, monetary indicators, and regional cooperation regimes are important factors to take into
consideration. Among the most dominant piles of literature is the assessment of the manner in
which macroeconomic fundamentals influence the GDP performance. In one study, Bleaney and
Greenaway (2001) have determined that macroeconomic volatility, especially inflation and the
variability of exchange rates has adverse effects on investment and long-term growth in Sub-
Saharan Africa. Equally, Fischer (1993) asserted that non-violent inflation levels promote
predictability in economic decision-making thus promoting investment and permanent growth.

142



ISSN 2786-5002 (online) ®IHAHCOBO-KPEANTHI CUCTEMMW: MEPCNEKTUBW PO3BUTKY
ISSN 2786-4995 (print) FINANCIAL AND CREDIT SYSTEMS: PROSPECTS FOR DEVELOPMENT

4(19)2025

Growth regressions also include elements of labor-related variables. Ajakaiye and Ncube
(2010) confirmed the fact that the growth is greatly enhanced by increased labour force, particularly
when combined with enhancement in education and health sector structure. They however warn that
the impact depends on the absorptive capacity of the economy. At the same time, what Fofack
(2009) and similar studies noticed was that the effect of labor on output differs heavily in various
African sub-regions, which may suggest that there are interactions between labor and institutional
or policy environments. Financial sector proxies Measures of the depth of the financial sector are
widely used as proxies of financial development which has an impact on economic growth.
According to Sahay et al. (2015), they used a panel dataset of emergent markets to discover that a
positive relationship exists between growth and financial depth only when institutional quality is
high. Similarly, Ndlovu (2013) examined the financial development-growth nexus in SADC, his
conclusion was that though financial intermediation is very important in growth, the impact of this
factor is enhanced in those countries with good macroeconomic management.

Other mediators of growth performance that have been given considerations in empirical
studies are institutional variables. Cross-country regressions that were undertaken by Acemoglu,
Johnson and Robinson (2005) confirmed that institutions, characterized by security of property
rights, rule of law and contract enforcement, was the strongest predictors of national income
dispersion. Of Africa, Asongu and Odhiambo (2020) also established that institutional quality is
positive across macroeconomic policy performance and growth, especially when there is democracy
within the country.A number of reports have specifically touched on the issue of the effect of
regional blocs to the economic performance of member countries. Employing empirical analysis,
Adepoju et al. (2021) investigated ECOWAS and concluded that liberalization of trade in the bloc,
infrastructural investment, and harmonization of policies within the organization have statistically
significant impact on economic growth. In the same way, Onyebuchi and Okonkwo (2022) assessed
the effect of OPEC membership and found that oil-exporting African countries face volatility-
induced growth challenges despite resource abundance, highlighting the need for strong fiscal
institutions. Their findings align with those of Iwedi and Igbanibo (2015), who argued that the
positive resource endowment effect from OPEC affiliation is often eroded by institutional
weaknesses and macroeconomic mismanagement.

Methodologically, the majority of recent research use panel data to absorb country-wise
heterogeneity. To give an example, Ogunleye (2018) examined the determinants of growth in West
Africa between 1980-2015 and concluded that inflation and broad money are significantly
influential in GDP growth by employing Fixed Effects estimator. Moreover, even within African
growth regressions, the Hausman test has gained widespread use as a diagnostic statistic in deciding
between the Fixed Effects and the Random Effects (Baltagi, 2021). Stronger estimations could be
corrected to heteroscedasticity and autocorrelation either in cluster-robust typical errors or Driscoll-
Kraay estimators (Greene, 2023). Finally, empirical evidence supports the diversity of the growth
determinants in Africa. Although macroeconomic factors like inflation factor, labor, and broad
money have direct impacts on it, the influence is controlled with the help of institutional quality and
participation in regional blocs. The independence of these results is strengthened by the advanced
panel data methods, and underlines the need of contextualizing the policy reactions to regional and
institutional situations on the continent.

Purpose, objectives and research methods. The primary purpose of this research is to
examine the macroeconomic and institutional determinants of economic growth in African regional
blocs over an extended period, 1960-2022. Unlike many prior studies that are restricted to single
countries or shorter time frames, this work adopts a long-term, comparative perspective across
major regional economic communities (ECOWAS, SADC, COMESA, and EAC). By applying the
STIRPAT framework, the study investigates how demographic variables (population, labor force),
financial indicators (broad money, inflation), and institutional factors (military expenditure as a
proxy for state orientation) influence GDP growth. This comprehensive approach allows for
capturing both structural transformations and external shocks, including oil crises, debt episodes,
financial liberalization, and the global disruptions of 2008 and COVID-19.
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The research seeks to fill a critical gap in the literature by integrating institutional and
macroeconomic drivers of growth in a single, long-run model, while accounting for regional and
country-level heterogeneity. Its overarching purpose is to generate policy-relevant insights that can
guide African governments and regional organizations toward inclusive and sustainable growth. By
highlighting the relative significance of demographic dividends, institutional quality, and financial
depth, the study aims to provide actionable strategies for fostering industrialization, enhancing
governance, and deepening regional integration across the continent.

The empirical study introduced to highlight the theoretical framework known as STIRPAT
(Stochastic Impacts by Regression on Population, Affluence, and Technology). This framework is
adopted in this study to model the macroeconomic and institutional determinants of economic
growth across the African regional blocs from 1960-2022.The STIRPAT model mainly developed
for environmental impact studies, here, is basically used to analyze the structural drivers of GDP.
Considered its log-linear form, economic growth is modeled as a function of demographic
indicators. Owing to the background knowledge of this theory, the independents variables that
considered in this study like pressure (population), affluence (broad money supply), labor and
institutional structure (labor force and military expenditure), followed by microeconomic
stability(inflation) are therefore can be central to influence economic growth in Africa.

To examine the macroeconomic and institutional determinants of economic growth across
African regional blocs, we specify a panel regression model as follows:

000 =a+ Bz + B 000 + Bs 000 + Be Ui +py + A + € (1)

where [1[10];, denotes gross domestic product for country i at time ¢; (10100, 1000,
000, D0, and 005, represent population, inflation rate, labor force size, and broad money
(as a percentage of GDP), respectively. y; is the unobserved country-specific effect (fixed effect),
A captures time-specific effects, and ¢;; is the stochastic error term.

In accordance with data availability and prevalence of all macroeconomic and institutional
indicators, this work selects a balanced panel of 50 African countries covering the vast majority of
regional blocs after the period 19602022 (see Table 1A with the complete list of countries). The
selection of the sample period is based on availability of the long-run macroeconomic data that is
found within the World Bank data bank and this makes cross country comparisons possible.
Nonetheless, in accordance with prior literature on growth (Barro, 2015; Asongu & Odhiambo,
2020; Djiofack et al., 2022), this paper uses gross domestic product (GDP), expressed as a constant,
2015 US dollars, as a dependent variable of economic performance. The natural log transforms
GDP variable so that it can be subjected to elasticity interpretation and stability of the model in the
log-linear model. Population, inflation, labor force, broad money and military expenditure are the
key explanatory variables. Population refers to midyear estimates of the total residents of a country
irrespective of whether they are citizens or not; labor force corresponds to the people who are at the
age of participation in labor market. These two are both based on World Development Indicators
(WDI). Inflation, whose measure is determined by WDI, is the change in the consumer price index
each year measured as a percentage and is used as a substitute of macroeconomic stability. A
measure of financial deepening and liquidity of financial assets in the economy is the broad money
as a percentage of GDP, as indicated in the financial-growth literature (Beck et al., 2000). At the
expense of national resources, military spending as a proportion of GDP calculated based on the
data provided by the Stockholm International Peace Research Institute (SIPRI) gets the proportion
of resources allocated to national security and, perhaps, reveals the proportion of resources on
national security, institutional orientation and fiscal policy priorities (Collier & Hoeffler, 2007;
Dunne & Tian, 2015).

All variables except inflation are log-transformed to account for scale heterogeneity and to
enable interpretation of estimated coefficients as elasticities. Inflation is retained in its level form,
consistent with standard macroeconomic practice. The model includes country-specific fixed effects
(;) to control for unobservable heterogeneity that may bias the results, and time fixed effects (1;)
to capture global shocks or cyclical trends common across the panel.
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To control for unobserved heterogeneity, we estimate Equation (1) using both the Fixed
Effects (FE) and Random Effects (RE) models (Wooldridge, 2010). The Fixed Effects model
assumes that the unobserved individual effects (a;) are correlated with the explanatory variables,
and thus removes them through within transformation. The Random Effects model, on the other
hand, assumes no correlation between a; and the regressors and uses a generalized least squares
(GLS) estimator to exploit both within and between variations (Baltagi, 2008).

To determine the appropriate model, we apply the Hausman Test (Hausman, 1978). The null
hypothesis states that the preferred model is Random Effects, and the individual effects are
uncorrelated with the regressors. A significant test statistic (p-value < 0.05) leads to the rejection of
the null, in favor of the Fixed Effects model.Additionally, to correct for possible violations of the
classical assumption of homoscedasticity, we estimate all models using robust standard errors,
which provide heteroscedasticity-consistent covariance estimates (Arellano, 1987). The presence or
absence of heteroscedasticity is formally tested using the Breusch—Pagan test (Breusch & Pagan,
1979). A p-value greater than 0.05 indicates that the null hypothesis of constant variance is not
rejected, suggesting homoscedasticity.

To account for potential time-series characteristics in the data and to ensure robustness, we
also estimate a first-differenced model:

AlnGDP;; = B1AInPOP;; + B,AININF;; + B3 AInLBF;; + B, AInBM;; + A, (2)

The first-differencing eliminates the country-specific fixed effects and helps mitigate
omitted non-stationarity. This specification further supports the robustness of our main findings by
focusing on short-run fluctuations in the independent variables and their effect on GDP growth.
These estimation techniques allow us to comprehensively analyze the direct impact of
macroeconomic factors and institutional characteristics.

Research results. This paper aim is to examine how macroeconomic variables, and
institutional affiliations affect GDP growth across African countries. From Table 1, GDP exhibits a
mean of 1.38 with a standard deviation of 7.56, indicating considerable variation in economic
performance across African countries and over time. The maximum GDP (log-transformed) of
140.49 suggests that a few countries have experienced significant economic growth, while the
minimum value of -48.43 points to deep contractions in other cases, perhaps due to conflict or
macroeconomic instability. Population (POP) shows a mean of 1.99 and standard deviation of 2.99,
reflecting demographic differences across the continent. Inflation is highly volatile with a mean of
45.77 and a standard deviation of 713.43, signaling episodes of hyperinflation or monetary
instability in several countries, which aligns with the study's objective of investigating inflation’s
role in economic growth. Labor force (LBF) and Broad Money (as a percentage of GDP) also show
moderate dispersion, suggesting different capacities and financial deepening across regional blocs.

Summary statistics of the variables are presented in Table 1, while Table 2 provides the
correlation matrix. Initial correlations suggest positive relationships between GDP and population,
labor force, broad money, and military expenditure, whereas inflation shows an inconsistent
correlation pattern. To address potential multicollinearity among the regressors, rule of thumb
called variance inflation factor (VIF) test was carried out. Following the threshold suggested by
Gujarati and Porter (2009), a VIF value exceeding 10 signals the presence of harmful
multicollinearity, which can inflate standard errors and distort coefficient estimates.

Table 1. Descriptive Statistics

Variable mean std min Max
GDP 1.38 7.56 -48.43 140.49
POP 1.99 2.99 4.60 2.28
INFLATION 45.77 713.43 -16.86 23773.13
LBF 9.87 1.71 1.58 1.10
BROAD MONEY 29.70 21.88 0.01 159.94

Note: The natural logarithm transformation data of all the data are used in the regression models except the Inflation.
Source: Author (2025)
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Table 2 also presents the correlation coefficients among the key macroeconomic variables,
with p-values in parentheses. GDP appears to have a weak negative correlation with population and
labor force, though these are not statistically significant at the 5% level. Interestingly, GDP is
positively correlated with inflation (r = 0.08, p = 0.05), indicating that in some contexts, modest
inflation may coincide with higher economic activity possibly reflecting demand-driven growth
dynamics in specific regional blocs. Notably, population and labor force are highly correlated,
which is theoretically intuitive as a larger population often translates to a larger labor supply.
However, this strong correlation also raises concerns about potential multicollinearity, confirmed by
the high Variance Inflation Factors (VIFs) of 6.14 and 6.09 for POP and LBF, respectively. Such
multicollinearity could distort the estimated coefficients in regression models and must be
addressed during sensitivity analysis. Broad money shows mild to moderate negative correlations
with population (r = -0.16) and labor force (r = -0.14) **, suggesting that financial depth may be
more developed in countries with relatively smaller or more urbanized populations.

Table 2: Correlation Matrix of the variables

. BROAD
Variable GDP POP INFLATION LBF MONEY VIF

GDP 1.00

POP -0.07 1.00 6.14
(0.11) (0.00)

INFLATION | 0.08 -0.03 1.00 1.02
(0.05) (0.51)

LBF -0.06 0.91 0.01 1.00 6.09
(0.13) (0.00) (0.85)

BROAD 0.02 -0.16 -0.13 -0.14 1.00 1.05

MONEY (0.71) (0.00) (0.00) (0.00)

Source: Author (2025)

In Table 3, critical insights revealed into the stationarity of the macroeconomic variables
used in this panel data analysis. Both the Augmented Dickey-Fuller (ADF) and the Kwiatkowski-
Phillips-Schmidt-Shin (KPSS) tests were employed to ensure robustness of the stationarity checks.
The ADF test results show that GDP, population (POP), inflation, labor force (LBF), and broad
money are all stationary at the 5% significance level, as indicated by the rejection of the null
hypothesis of a unit root. Similarly, the KPSS test, which assumes stationarity as the null, also
supports this conclusion for all variables except inflation. Inflation was identified as non-stationary
by the KPSS test, suggesting a mixed stationarity condition. The combination of both tests
strengthens the confidence in the time series properties of the variables, a necessary prerequisite for
valid panel regression estimation.

Table 3: Unit root test

Variable ADF statistic ADF KPSS statistics KPSSs p-
p-value value
GDP -7.65 0.00 stationary 0.08 0.10 Stationary
POP -4.57 0.00 stationary 0.33 0.10 Stationary
INFLATION -7.98 0.00 stationary 0.47 0.05 Non- stationary
LBF -4.42 0.00 stationary 0.31 0.10 Stationary
BROAD MONEY | -5.66 0.00 stationary 0.08 0.10 Stationary

Source: Author (2025) stationarity Analysis Using Unit Root Tests

Table 4 presents the estimation results from both Fixed Effects and Random Effects models,
which assess the macroeconomic determinants of GDP growth in African countries. The Fixed
Effects model reveals that population has a negative and marginally significant association with
GDP, indicating that an increase in population may not directly translate to higher economic output
within countries over time. Labor force (LBF) has a positive coefficient (1.1552), suggesting a
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growth-enhancing effect, although the t-statistic (1.639) implies only marginal significance.
Inflation and broad money do not show statistically significant relationships with GDP under either
model, implying weak evidence of direct short-run macroeconomic effects. In contrast, the Random
Effects model yields insignificant coefficients across all variables, with notably weaker explanatory
power than the Fixed Effects specification. These contrasting outcomes support the selection of the
Fixed Effects model for explaining within-country variations over time, highlighting the importance
of accounting for unobserved heterogeneity in panel data studies of African economies.

Although the Hausman test (p = 0.25) does not reject the suitability of the random effects
model, the fixed effects model demonstrates stronger within-group explanatory power and statistical
significance. Therefore, the fixed effects model is preferred, as it better captures the heterogeneity
in GDP determinants across countries in African regional blocs.

Table 4 Estimation results of fixed and random effect model.

Variable Fixed Effect Random Effect
-1.4458 -0.0173
POP (-1.8166) (-0.0044)
-0.0051 0.0198
INFLATION (-0.1187) (0.5037)
1.1552 -0.0357
LBF (1.639) (-0.2140)
-0.0382 -0.0308
BROAD MONEY (-0.5193) (-0.5315)

Note: compares results from both Fixed Effects (FE) and Random Effects (RE) estimations
Source: author (2025)

Table 5: Hausman test
Hausman test statistic p-value
6.60 0.25

Source: Author (2025)

Discussion. The empirical findings highlight important insights into the macroeconomic and
institutional determinants of economic growth across African regional blocs. The correlation
analysis suggests limited direct association between GDP and most explanatory variables, except
for labor force and population, which exhibit stronger relationships. The presence of high
correlation between labor force and population reflects Africa’s demographic dynamics, where
population growth directly feeds into labor supply expansion. However, the negative coefficient of
population in the growth regressions raises the possibility that demographic expansion has not
translated into proportional productivity gains, aligning with recent evidence that rapid population
growth in Africa can strain infrastructure, education, and healthcare systems, thereby curbing the
growth dividend (Bloom et al., 2020).

The stationarity analysis confirms that most variables are stable, except inflation, which is
found to be non-stationary under the KPSS test. This suggests that inflationary pressures in Africa
are persistent and potentially driven by structural bottlenecks, such as supply-side rigidities and
weak monetary frameworks. The inconsistent inflation coefficients across the Fixed Effects (FE)
and Random Effects (RE) models reflect the heterogeneous experiences of African economies in
managing price stability. Some regional blocs with stronger monetary policy credibility have
succeeded in insulating growth from inflationary volatility, while others continue to face growth-
eroding inflationary spirals (Anyanwu & Erhijakpor, 2023). The findings suggest that
macroeconomic stability, particularly in price management, is crucial for translating monetary and
fiscal policies into sustained growth.

The labor force variable exhibits a positive coefficient in the FE model, which is consistent
with the argument that human capital remains a central engine of growth. However, the weak
statistical significance points to underutilization of labor resources due to high unemployment,
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skills mismatches, and underdeveloped labor markets in many African economies. This supports the
view that expanding labor supply, in the absence of complementary structural reforms, does not
automatically enhance productivity or output (Fox & Gandhi, 2022). Policymakers should therefore
prioritize investment in education, vocational training, and labor market reforms that align
workforce skills with industrial and technological demands to unlock the growth potential of
Africa’s demographic dividend.

Broad money supply exhibits a negative and insignificant relationship with growth, which
resonates with findings that financial deepening in Africa has often failed to generate inclusive
growth due to shallow capital markets and weak financial intermediation (Beck & Maimbo, 2021).
This suggests that monetary expansion alone does not stimulate productive investment, but rather
risks fueling inflationary pressures when not accompanied by institutional reforms that strengthen
credit allocation and financial inclusion. Strengthening the regulatory framework, improving
banking supervision, and expanding access to financial services remain essential steps toward
transforming liquidity growth into real sector development.

The results further underscore the structural heterogeneity of African economies. Regional
blocs such as the Southern African Development Community (SADC) with relatively advanced
financial systems exhibit different macroeconomic dynamics compared to those in the Economic
Community of West African States (ECOWAS) or the East African Community (EAC), where
structural transformation is still nascent. This heterogeneity implies that ‘“one-size-fits-all”
macroeconomic strategies are unlikely to succeed. Policymakers must adopt region-specific
approaches, recognizing differences in institutional quality, financial depth, and demographic
patterns (Fosu, 2022). A nuanced understanding of these variations is key to designing growth
strategies that are both context-sensitive and effective.

From a theoretical perspective, the weak and sometimes negative associations of population
and broad money with growth indicate deviations from traditional neoclassical growth expectations.
Instead, they lend support to endogenous growth theories that emphasize the role of human capital,
innovation, and institutional quality in sustaining long-term growth. For Africa, this suggests that
macroeconomic aggregates alone cannot drive growth unless embedded within institutional
frameworks that foster innovation, technological adoption, and governance reforms (Acemoglu &
Robinson, 2020). This reinforces the argument that growth in Africa is as much a function of
institutional design as it is of factor accumulation.

The policy implications of these findings are multifold. First, population management
policies should be embedded within broader human capital strategies to ensure that demographic
expansion translates into productive capacity rather than economic strain. Second, inflation
management requires stronger monetary frameworks and regional coordination, especially in
currency unions, to prevent destabilizing price shocks. Third, financial sector reforms must
prioritize deepening intermediation channels, expanding financial inclusion, and aligning credit
with productive investments. Finally, labor market reforms that integrate youth into productive
sectors are essential for harnessing the continent’s demographic dividend. Together, these measures
would help African economies overcome structural rigidities and place them on a sustainable
growth trajectory.

Conclusions. The investigation of our study was carried out by taking into account
macroeconomic data of 48 African countries based on panel data analysis, the findings entail
several policies implication for the governments of African countries. First, this study encourages
both national and regional bloc in Africa continent to increase their labor force through industrial
and institutional developments, this can be however achieved through an enabling business
environment that will encourage both foreign and local investor to investor in different sectors.
Moreso, government tax policy should be friendly for the creation of more companies, this will
encourage labor force and invariable drive economic growth. Africa continent as one of the most
endowed with natural resources and 70% of her population are youth between the age of 18-50, if
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the resources is managed properly and the youths are engaged carefully, Africa bloc regions will
become major player in the supplying of valuable raw materials to the western, Asia and America
countries. According to inference from our study, labor force had highly significantly influence
GDP growth. In lie to this, countries across the regional blocs of the continent of Africa are advise
to take the advantages of numbers, since there is strength in numbers, ECOWAS, SAHEL, SADC
are encouraged to foster inter-trade among themselves as this will facilitate more jobs opportunities
and economic stability. In line with Gossel and Biekpe (2014), Oladipo (2010), Adam et al. (2017),
and Ribaj and Mexhuani (2021), posited the extant literature on the determinants of economic
growth, my findings show similarities but also differences.

To sum up, a wealth of research over the years has consistently highlighted the multifaceted
obstacles that African nations encounter in their quest for sustainable economic growth. These
hurdles are often rooted in deficiencies across vital sectors such as transportation infrastructure
(including air, land, and sea), the educational and professional capacities of the workforce, public
health services, general living conditions, investment climate fragmentation, political unrest,
inadequate legal frameworks, threats to personal and national security, limited life expectancy, and
governance structures frequently marred by corruption.
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MaxkpoeKkoHOMIYHi Ta iHCTHTYLiliHI 1eTepMiHAHTH eKOHOMIYHOI0 3POCTAHHSA B PeriOHANBHUX 0/10KaxX Adpuku:
aHaJIi3 NaHeJIbHUX JaHUX

Anomauyisn. EkoHOMIUHe 3pOoCTaHHs 3aUIIaeThes (PyHIaAMEHTAILHUM OPIEHTHPOM JUTS OLIHKY TpaHchopMariii
€KOHOMIK y PO3BHHEHHX, KpaiHaX, II0 pPO3BHBAIOThCA, Ta KpaiHax, IO BXOMATh, CBITi. B adpukaHChKOMY KOHTEKCTI
perionansHi ekonomiuHi crineHOTH (PEC), Taki sk EKOBAC, CAPK, KOMECA Ta CxinnoadpukaHchka CIiJIbHOTA, €
CTpaTeriyHuMH IUIaThOpMaMH, A€ 3pOCTaHHS MOXKE MOCHIIOBATH AOXiJ Ha IyIIy HAaceJeHHsS, CTBOPEHHS poO0OYHMX
MICITh, IHO3EMHI IHBECTHIIIT Ta JOOPOOYT.

IocranoBka npo6Jiemu. He3Baxkaroun Ha 11el OTeHIial, adpUKAHCHKI EKOHOMIKH IIPOAOBXKYIOTh CTUKATHCS
3 BHKIMKAMH, M0 OOMEXYIOTh 3pOCTaHHSI. MakKpoeKOHOMIYHA HecTaOiIbHICTh, cladka IHCTUTYIIHA e(eKTUBHICTD,
neMorpadigHuil THCK Ta CTPYKTYPHI BPa3IMBOCTI IIOCTIHHO MEPENIKOKAI0Th iHKITIO3UBHOMY Ta CTAJIOMY PO3BHUTKY.

Hepo3p’sa3ani acnexkT. Xo4da HasiBHI JOCTIHKEHHS PO3TILAAI0Th IeTEpPMiHAHTH 3pOCTaHHA B Adpuri, 6arato
3 HUX OOMEXEHI KOPOTKHMH YaCOBHMH TOPHM30HTaMH, (OKYCOM Ha OIHIM KpaiHi 9¥M BY3bKHM Ha0OpPOM 3MiHHHX.
BHacmiok 1poro oOMekeHa yBara TpHIIEHa IOBIOCTPOKOBIM B3aeMopii aeMorpadiuHuxX, IHCTUTYHIHHHX Ta
MaKpPOEKOHOMIUHUX ()aKTOPIB Y Pi3HOMAHITHUX PETIOHATBHUX OJIOKAX, IO 3ajIHIIa€ KPUTUYHI MPOTAIMHU B TOITHIl
HEBHPILICHUMH.

Mera cratTi. Lle gocnijpkeHHs cripsMOBaHe Ha BHBYEHHS MaKpOEKOHOMIUHHX Ta IHCTHUTYHIHHHX JIpaiiBepiB
3poCTaHHs B apUKAHCHKUX perioHanbHUX 010Kax 3 1960 mo 2022 pik. 3acrocoBytoun pamku STIRPAT, BoHO omiHIOE,
SIK IMHaMiKa HaceJeHHs, iHQUIALis, podoya cCuila, IIMPOKI TPOIIOBI arperaTd Ta BUTPATH Ha BIHCHKO BIUIMBAIOTH HA
3poctanss BBII, BpaxoByto4n CTpYKTYpHI 3pyIICHHS, peOPMH TONMITUKA Ta 30BHIIIHI IITOKH.

OcHoBHuii MaTepian. BukopucroByroun 30amancoBaHy maHenb 48 appukaHCHKHX KpaiH, aHalli3 3aCTOCOBYE
Mozeni 3 hikcoBaHUMU e(heKTaMu, BUITAAKOBIMH e()eKTaMH Ta MOJIEINI TEePIINX PI3HUIIH JJIS BUPIMICHHS SHIOTCHHOCTI
Ta TETePOTeHHOCTI. Pe3ynbTaTe MOKa3yloTh, IO PO3IIUPEHHS POOO0YOi CHIIM CHIIBHO MIATPHMYE 3POCTaHHSA, TOML SIK
3pOCTaHHs HACEJICHHS YWHUTHh HE3HAUYHUHN HeraTUBHHUNA eekT. [H(IAIis Ta mIpoKi rpomoBi arperaTu JeMOHCTPYIOTh
cmaObkuii mpsmuii BrtMB. Mogens 3 QikcoBaHUME edeKTaMH HalKpamie BimoOpaskae Bapiamii BcepeanHi KpaiH,
HIIKPECITIOI0YH BOKIIMBICTh XapaKTEPUCTHUK, CIIEHU(IUYHHUX ISt KpaiHu, y GOpMyBaHHI pe3yJIbTaTiB 3pOCTaHHS.

BucHoBku. Pe3ynbratu cBiguaTh, 1m0 adpuKaHChKi KpaiHM MOBHHHI BUKOPHCTOBYBATH CBill lemMorpadidHuii
JMBIJICH]], TIOCHJIIOBATH IHCTUTYILIWHI paMKd Ta CHPUSATH PETiOHANBHIA I1HTerpamii Ui NOCATHEHHS CTaJoro Ta
IHKJIFO3MBHOTO 3pocTaHHs. OXOIUTIOIYM INICTh JECATHIIITH Ta KiJIbKa OJIOKIB, JOCIHIIPKEHHS MPOIOHYE OPHIiHAIBHI
IHCalTH IS TIOJIITHKIB Ta MAapTHEPIB 3 PO3BUTKY, HAJAIOUM MIMPLIY J0Ka30BY 0a3y sl CTpaTeriid, OpieHTOBaHMUX Ha
3pocTanHs, B Adpuii.

Knrouosi cnosa: exonomiune 3pocmanms, NOMIK IHeeCmMuyil, eHOO2eHHUU, NAHENbHI OaHi, THCMUMYYIliHA
meopis

Dopmyiu: 2; puc.: -; Tabu.: 5; 6i6m.: 55.

Jlna yumyeanna: Emmanuel Imuede Oyasor. The macroeconomic and institutional determinants of economic
growth in African regional blocs: a panel data analysis. ®@iHaHCOBO-KpEANUTHI CHCTEMH: TIEPCIICKTHBH PO3BUTKY. Ned(19)
2025. C. 139-153. DOI: https://doi.org/10.26565/2786-4995-2025-4-14
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