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ABSTRACT 

The principle aim of this research study was to examine the impact of intra-regional 

trade on economic growth of African economic integrations. In particular, it looked 

at the impact of intra-regional imports, exports, total intra-regional trade and foreign 

direct investment inflow as indicators of trade on economic growth. The study used a 

panel–data from a sample of 8 regional economic integrations in Africa over a period 

of 20 years from 1999 to 2020. Thus the study was based on a panel sample of 160 

observations. The study analysed the data that was sourced from the World Bank’s 

and UNCTAD’s databases, with the help of a random effects panel regression 

methods. The findings show that intra-regional imports have a positive and 

statistically significant effect on economic growth at 1 percent significant level. That 

is, a percentage increase in intra-regional imports causes an increase in economic 

growth by 11.68 percent. Also, intra-regional exports were found to have a positive 

and significant effect on economic growth at the 5 percent level. That is, a 

percentage increase in intra-regional exports will lead to a 7.53 per-cent increase in 

economic growth. The impact of foreign direct investment on economic growth is 

also positive and statistically significant at 1 percent level of significance. That’s a 

percentage increase in FDI leads to 0.41 percent increase in economic growth. The 

impact of total intra-regional trade on growth was however found to be statistically 

significant but with negative impact on economic growth; lowering growth by 19.28 

per-cent by every 1 per-cent increase in total intra-regional trade. The study 

recommends for an improvement in Africa’s productive capacity and production 

diversification in order to substitute imports from outside the continent, increase the 

intra-regional trade and boost economic growth from the inside. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Introduction 

International trade has created incomes and employments and rose the living 

standards in many countries; these benefits are identical economic growth benefit. 

This benefit of international trade is extensively researched around the world, 

however, not much was done on intra-regional trade in Africa which rose to be an 

interesting research problem. This chapter sets forth the background to that problem 

with the specific objectives of examining the impact of intra-regional imports, 

exports, total trade and foreign direct investment 0n economic growth 0f Africa’s 

regional econ0mic integrations. Due to its scarce focus in the body of literature, this 

research will contribute to fill that knowledge gap. The scope of the research is 

Africa’s eight regional economic integrations. 

1.2 Background to the Study 

Around the globe, trade is one of the important sources of development of nations, as 

experienced and as claimed by researchers. International trade is seen as one of the 

means for poverty reduction of the least developed countries (World Bank, 2015).  

According to the World Trade Report (2003) of the WTO, economic growth is 

influenced by two main forces. The first is by looking for new and better ways of 

using the already available resources domestically. The second is by generating new 

productive resources and opportunities from other countries. Trade plays a role in 

enhancing both of the two forces.  

Sun and Heshami (2010) sees trade as an opportunity for a country to target the 

world as a market for its goods and services. However, the market aspect is only one 

of many other opportunities that international trade brings. Trade bring technology 

and knowledge, quality goods and services for welfare improvement, it attracts 
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investments for employment, and provide a room for availability of production 

inputs. 

According to the United Nations (2016) trade is considered a major channel of 

technology transfer among countries. That means, particularly for poor countries, 

countries can draw upon the stock of knowledge capital which is already available in 

developed nations. Antunes (2012) and Kilanzi (2018) claim that by allowing 

technological progress through trade, the technology is in turn an important factor in 

enhancing productivity and competiveness. BIS (2011) claims that by trading, firms 

gain exp0sure to productivity enhancing ideas and technologies, or ideas for new or 

improved products or services, and hence stimulating innovation. 

Also, international trade makes the quality goods and services available to countries 

that are not able to produce them at a lower cost (Blaum, Lelarge and Peters, 2017). 

This leads to improvement in the welfare of the people. Additionally, Balum (2017) 

argue that by international trading, firms to access good, cheaper 0r higher quality 

inputs fr0m abroad reduce firm’s production costs and thus, the prices of locally 

produced goods. 

International trade mainly deals with physical goods. Although increasing, the trade 

in services makes for a much lower share. In the year 2017 global merchandize trade 

was valued at above 17 trillion dollars, while the trade in services accounted for a 

little more than 5 trillion dollars (UNCTAD, 2018). According to the UNCTAD 

(2019), the largest bilateral trade is between the United States of America and China 

and between economies neighboring them such as Canada and Mexico for the side of 

the USA. In year 2018, the merchandize worth USD 563 billions were imported from 

China into the United States of America and goods with the value of USD 168 billion 

also were transacted in the opposite direction. 

In the year 2018, the total world trade was worth USD 19.67 trillion with China as 

the World’s leading merchandize trader (WTO, 2019). The world trade value in 

commercial services in 2018 was USD 5.63 trillion and globally, the United States as 
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the world’s leading trader in commercial services. Regional wise Asia has recorded 

the highest regional trade growth since 2008 with China, Viet Nam and India as the 

most dynamic traders among all Asian economies. In year 2018, the total exports 

value from developing economies was USD 8,779 billions, of which US$ 193 billion 

were from least-developed countries.  

According to the UNCTAD (2019), the least developed countries’ share of global 

trade is only 0.98 percent. In 2018, most of the exports from the developing 

economies went to the United States of America (USD 1.4 trillion), and the next in 

quantity was to China (USD 1.1 trillion) and other Asian countries. These countries 

also obtained the largest part of their imports from the same countries.  In the year 

2018, the Africa’s trade has shown a good growth performance, where exports grew 

by 15 percent and imports growing by 12 percent (UNCTAD, 2019). Excluding the 

other least developed economies, Africa’s trade is largely made of merchandize trade 

where in 2016, the Africa’s goods export was USD 361 billion (UNCTAD, 2019b).  

In product composition, Africa’s trade can be described in terms of their imports 

composition as well as exports composition. In exports, Figure 1.1 below describes 

the Africa’s exports by composition which is largely dominated by manufactured 

goods sold to fellow African countries. As the figure shows, the second most 

exported category is good and agricultural commodities. In terms of imports, the 

largest share comes from imported machines and transport equipment and then 

followed by manufactured goods (UNCTAD, 2019b). 
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Figure 1.1: Africa’s Exports by Composition 

 

Source: UNCTAD (2019b) 

The international trading arrangement is controlled by a growing number of 

preferential trade agreements famously known as the PTAs. The PTA agreements 

represent a part of the international efforts through policy towards the promotion of 

trade. In 2017, around 50 percent of the world trade took place between countries in 

the officially signed PTAs (UNCTAD, 2018b). In Africa, the regional economic 

integrations are efforts throughout the continent to improve intra-continental trade as 

well as having a common stand in terms of trade with countries outside Africa. 
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Regional Economic Integrations in Africa 

“After independence, African countries chose different development strategies for 

their economies. Some countries went for the policy of import substitution but to 

most economic integration became a vital tool to facilitate development in the 

African continent. As regional trade treaties permitted countries to counter the 

constraints of small, split and isolated markets, the new regional economic 

communities began to thrive together with the pre-independence arrangements” 

(UNCTAD, 2019b, pp.07). 

The cross-border trade agreements existed even during the time of colonialism and 

some are operational even today with some improvements (Afrika and Ajumbo, 

2012). For instance, the African Financial C0mmunity is made of 2 different zones, 

the Central African CFA and the West African CFA. The f0rmer finally came to be 

the Economic and Monetary Union of Central Africa. The other then became the 

West African Economic and Monetary Uni0n (WAEMU/UEMOA).  

In the 1960s, the United Nations Economic Commission for Africa (ECA) was 

formed aimed to establish the regional economic communities so as to achieve lower 

poverty, sustainable development and promote international cooperation between 

African nations (NEPAD, 2012). The Organizati0n of African Unity (OAU) which 

became the African Uni0n, was set in 1963 to promote unity and solidarity among 

African countries together with enhancing the development cooperation.  The 

African Development Bank Group was established in the 1963 also in order to meet 

the goals of OAU and promote deeper cooperation in investment projects (Barne, 

1984). 

Among other efforts, today Africa has a total of eight regional economic 

communities. These are the Community of Sahel-Saharan States (CEN-SAD), the 

East African Community (EAC), Economic Community of Western Africa States 

(ECOWAS), the Arab Maghreb Union (AMU/UMA), the Economic Community of 

Central African States (ECCAS), the Intergovernmental Authority on Development 
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(IGAD) and the Southern African Development Community (SADC). These eight 

economic communities are the key actors in putting into action the continent’s 

transf0rmative programs such as a New Partnership f0r Africa Devel0pment 

(NEPAD) (UNCTAD, 2019b) 

One of the benefits of regional economic communities are the removal of trade 

barriers and adoption of common trade policy with the rest of the world. The goal 

behind all that is to promote trade among countries and between countries and the 

world. In June 2012, the Heads of States of the Africa Union (AU) allowed the Boost 

Intra-Africa Trade Strategy (BIAT), which explains the advantages of an open 

market (UNCTAD, 2015).  Three years after, in June 2015, neg0tiations for 

establishing of the Continental Free Trade Area (CFTA) aiming to support the 

ongoing effort to boost intra-African trade were held in Johannesburg, S0uth Africa 

(AU, 2015). In March 2018, 44 African countries signed an agreement to establish 

the Continental Free Trade Area (UNCTAD, 2019b).   

All these are international and continental efforts towards the promotion of trade. 

The efforts are an indicator of how important trade is to economic growth and 

developments of African countries. Figure 1.2 is a pictorial presentation of the eight 

economic integrations in Africa. 
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Figure 1.2: Africa’s Economic Integrations 

 

Source: UNCTAD (2019b) 

 

The trade –growth relationship is not a new phenomenon; it has been under scrutiny 

by researchers and modelers for a long time. Antunes (2012) narrates that the fathers 

of economics, Adam Smith in 1776 and David Ricardo in 1817 believed that trade 

between nations is economically beneficial for countries. In 1776 Adam smith came 
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with the book, An Inquiry into the causes and nature of the wealth of nations in 

which he discussed the advantages of international trade, calling it absolute 

advantage. Later in 1817, David Ricardo came with a theory of comparative 

advantage, expanding on the theory of Adam Smith. 

Since then, the relationship has been studied by many scholars in economics (Kahya, 

2011). In the African context, different research studies have been done to 

understand the effect of trade on economic growth (Rudrakanthwar, 2013, Kitavi, 

2014, Raymond, 2015, Okuwa, Safiyanu and Soja, 2016, Siyakiya, 2017, Tsatsaridis, 

2017, and Lumengo and Emilie, 2019), to mention a few. These studies have been 

done with a focus of different economic integrations. There are studies done in 

African economic communities that have shown trade to have positive influence on 

growth.  These are Kitavi (2014) in the East African Community, Lumengo and 

Emilie (2019) in 38 African countries, and Nkundimana (2019) in the Sub-Saharan 

region. 

However, there are some researchers whose findings are on the contrary.  Iyoha and 

Okim (2017) for example, echoed the statement of experts that the trade and 

economic growth relationship in the ECOWAS is not clear. They further added that 

the issue of whether trade prom0tes growth and development is a matter of 

controversy in the ECOWAS region. The finding of Moyo and Khobai (2018) is 

unique and interesting; in their study in the SADC region shows that trade has a 

negative effect on economic growth. Also, Sherif (2008) also found a negative effect 

of exports on economic growth in ECOWAS. 

Considering all African economic integrations, there is a controversy in terms of the 

effect of trade on economic growth. To the researcher’s best knowledge, none of the 

studies, was done with a deliberate national representation of all economic 

integrations in the dataset. Therefore, this study is conducted to assess the impact of 

international trade on the growth of Africa’s economic integrations. 



9 

1.3 Statement of the Research Problem 

International trade is a way by which poor countries can reduce poverty (World 

Bank, 2015). This is because trade opens the world to be the market to a nation’s 

output (Sun and Heshami, 2010). Trade channel technology into a trading country 

(United Nations, 2016). Also, trade exposes cheaper inputs for and lowers production 

costs but also cheaper final goods and raise welfares (Blaum et al., 2017). 

Keane, Cali and Kennan (2010) opined that promoting the regional integrations on 

the continent can enhance the intra-regional trade in Africa. This is supported by 

Geda and Seid (2015) who pointed out those fostering regional economic 

integrations has a potential of raising the intra-Africa trade. Today, each African 

country is a member of at least one economic integration (Geda and Seid, 2015). 

This shows the hope for Africa’s development from intra-regional trade at the level 

of regional economic integrations. 

The literature shows a variety of research findings concerning the relationship but 

focusing individual economic regions or groupings of countries in Africa (Sherif, 

2008; Kitavi, 2014; Safiyanu and Soja, 2016; Raymond, 2015; Nkundimana, 2019; 

Tsatsaridis, 2017; Gyamfi and Boankye, 2017; Siyakiya, 2017; Moyo and Khobai, 

2018; Lumengo and Emilie, 2019). Notable is the contradiction that exists between 

the study of Moyo and Khobai (2018) and that of Sherif (2008); the former found a 

positive effect of export on economic growth in the Sub-Saharan region and the later 

found a negative effect in ECOWAS. Empirical evidence on the role of intra-regional 

trade on economic development or growth is limited. These, has necessitated a need 

for a single study at a regional economic integration level, that uses the data of all 

regional economic integrations. This is the gap that this study was set to fill through 

research. 
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1.4 Objectives of the Study 

The main aim of this study is to assess the impact of intra-regional trade on 

econ0mic growth in Africa’s econ0mic integrations. The following are specific 

objectives 

i. To examine the impact of intra-regional exports on economic growth in 

Africa’s economic integrations 

ii. To examine the impact of intra-regional imports on economic growth in 

Africa’s economic integrations 

iii. To examine the impact of intra-regional FDIs on economic growth in Africa’s 

economic integration 

iv. To examine the impact of intra-regi0nal total trade 0n economic growth in 

Africa’s economic integrations 

1.5 Research Questions 

This research is carried out to answer the following key questions 

i. What is the impact of intra-regional exports on economic gr0wth in Africa’s 

economic integrations? 

ii. What is the impact of intra-regional imports on econ0mic growth in Africa’s 

economic integrations? 

iii. What is the impact of intra-regional FDIs on econ0mic growth in Africa’s 

economic integrations? 

iv. What is the impact of intra-regional total trade on economic growth in Africa’s 

economic integrations? 

 1.6 Significance of the Study 

This study firstly and foremost of importance to the researcher who is a postgraduate 

student. This research study is a part of the candidate’s learning and hence it enables 

him to gain researching skills. In addition, the research is therefore also important in 
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the master education completion of the researcher. Secondly, as a new contribution 

to the body of knowledge, this research is crucial to other researchers who will find 

referencing materials to facilitate their future studies. Lastly but not least, this study 

will shade light about the importance of trade on growth and hence inform policy-

makers on appropriate measures of promoting growth in African economic 

integrations. 

1.7 Scope of the Study 

This study is set to cover sixteen African countries that represent all eight economic 

integrations in Africa, two countries from each economic community. The eight 

regional blocks are CEN-SAD, COMESA, EAC, ECCAS, ECOWAS, IGAD, 

SADDC, and UMA. The study will also cover those countries for a period of 40 

years, from 1979 to 2019. 

1.8 Organization of the Work 

This dissertation work is organized as follows. The next chapter covers on the review 

of relevant literature about the impact of trade on economic growth. Afterwards, the 

last chapter will give an explanation on the methodology, which is about the 

technical part of how the study will be conducted. Chapter four is on presentation 

and interpretation of research findings. Chapter five will discuss the findings and 

chapter six will make a conclusion.  
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Literature review 

Literature review refers to an exposition of what is already known in the body of 

knowledge about something (Davies and Nutley, 2008). The main aim of this chapter 

is to expose research that has already been one in the area of trade and growth and 

what has not yet been done. The chapter first gives the definitions of key terms used 

in the study. Then the chapter will explain the theoretical foundation on which this 

study will be based; the theories used are endogenous growth theory and neoclassical 

growth theory. An empirical literature review then reveals the research gap that there 

is no trade – growth study at the intra-regional level in the context of Africa’s 

regional integrations. Informed by the research objectives and literature, the 

conceptual framework and hypothesis is presented.  

2.2 Definitions of Key Terms 

2.2.1 Economic Growth 

Economic growth refers to a percentage increase in volume of production in a 

country (Mladen, 2015). The most commonly used measure or indicator of economic 

growth is annual percentage increase in gross domestic product, famously GDP. The 

other measure is the GDI which stands for Gross Domestic Income. The GDP is 

accounts for all expenditures on domestically produced final goods and services, 

while the GDI accounts for all received incomes that the participants of production 

earned. According to CEA (2015), these two are theoretically supposed to measure 

one thing, even though; they are practically different due to measurement error. 

According to Madison (1998), there is another toolkit which is commonly used in 

measuring economic performance of a country that is per capita income. The per 

capita income measures the total GDP or GDI per each citizen in a country. Thus, in 
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terms of per capita income, economic growth is simply its percentage growth per 

year.  In addition, the GDP / GDP per capita, may either be in real or nominal terms. 

The real GDP s an inflation-adjusted measure that tells the annual value of all goods 

and services produced in the economy (Chappelow, 2019).   

Researchers in the reviewed studies have used varying measures of economic 

growth, but in common, all of them used their log transformations. Lumengo and 

Emilie (2019) used the value of the GDP, Mirajul and Muhammad (2014) and 

Ndikumana (2019) used the GDP per capita, whole Iyoha and Okim (2017) used the 

real GDP per capita.  For the purpose of this study, the term economic growth refers 

to the logarithm of the per capita GDP as it was used by Mirajul and Muhammad 

(2014) and Nkundimana (2019). 

2.2.2 International Trade 

Hassan, Aboki and Audu (2014) defined international trade as a transfer of goods 

and services which including capital goods from one place or country up to another. 

In this study, the term international trade will be used interchangeably with the word 

trade and hence one distinction has to be clear. In general, the term trade comprises 

of both domestic and cross-border. The former involves the exchange of goods and 

services within the boundaries of the country while the later goes across international 

boundaries. The international trade that involves a transfer of goods and services into 

a country is called importation. The international trade that involves a movement of 

goods and services to outside of the country is called exportation. Finally, the 

movement of capital from one country to another is called foreign direct investment. 

2.2.3 Intra-regional Trade 

This term refers to all what international trade is, involving exports, imports, foreign 

direct investment but it is limited to being conducted within a particular economic 

region. An economic region is the regional economic integration. In this study, the 

eight regional economic integrations of Africa will be looked at. Thus, for example, 

the variable intra-regional trade in the SADC is measured as the imports, exports, 
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FDI from and to other the SADC countries. For the use in this study, the term trade is 

used to refer to the term intra-regional trade, unless otherwise specified. 

2.2.4 Basis for Trade 

This study analyses about the importance of international trade on economic growth. 

However, growth is a benefit from trade but not the basis for a country to trade. The 

basis to trade is about under which circumstances should countries trade and gain 

that benefit? The first explanation that existed on the basis for trade is called a 

Mercantilism theory by Adam Smith. According to this theory, countries gain from 

trade by exporting and it loses by importing. However, it was found that each 

country is more effective in production of certain goods and less effective in other 

goods and hence importation is inevitable. 

Adam smith in the book an “inquiry into the causes and nature of the wealth of 

nations” of 1776 gave an explanation for the concept of absolute advantage. Adam 

smith explained that a country should export goods in which it has a comparative 

advantage and import the rest. Renin (2002) explained comparative advantage as the 

capacity of a nation to produce a particular commodity at a much lower cost 

compared to another country. 

Also, in 1817, David Ricardo built on the work of Adam smith with another 

explanation on the basis for mutual beneficial trade, which is called a comparative 

advantage. According to Ricardo, a country should produce and export goods for 

which it has got a comparative advantage. Renin (2002) explained that comparative 

advantage is the capacity of a country to produce a certain good at a lower 

opportunity c0st compared to another country.  

Building on the work of David Ricardo, in 1933 Hekscher and Ohlin built a theory of 

factor endowments. In their theory, a country should export goods the resources of 

which abound in the country. If a country has abundance of soil and other 

agricultural potentials, then that country should export food products. 
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2.2.5 Indicat0rs of International Trade 

The level of a c0untry’s involvement in international trade is determined by how 

open the country to trade is. A country that is more open to trade is highly likely to 

have a larger trade volume and value than the less open economy. Hence, the 

measures of international trade are ones that measures the degree of openness to 

trade. Different studies have used different variables as indicators of trade or trade 

openness. The trade values of exports and imports are the most commonly used 

measures followed by the value of foreign direct investment. These measures will 

also be used in this study, with an addition of the sum of exports and imports that is 

total trade value. 

2.3 Theoretical Literature Review 

This study will be based on two economic growth theories, namely endogenous 

growth theory and the neo-classical growth theory. These theories were used in the 

studies of Kahya (2011), Kitavi (2014), Nkundimana (2019).  

2.3.1 Endogenous Growth Theory 

This economic model/theory was founded by Romer in 1990 and later by Grossman 

and Helpman (1991). The theory suggests that long-term economic growth depends 

on endogenous factors which include technological progress. According to Sun and 

Heshamati (2010), technical progress always comes from factors such as research 

and development, invention and innovation. According to this model, technology is 

part of the production function which is positively related to economic growth. 

Charalambos and Mirestean (2009) claimed that trade openness has a positive effect 

on per capita income via the diffusion of technology between countries. 

The international trade has a benefit of technological transfer and knowledge 

diffusion which improves the quality of labor power in a country and efficiency in 

production. African countries’ major imports are made up of the machines and 

transport equipment (UNCTAD, 2019b). These imports come hand in hand with new 
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ways of raising the effectiveness and efficiency of production. Thus, this theory is 

relevant to the study, since trade brings growth through technology transfer. Hence, 

in relation to this study, trade contributes to growth of economies through the 

transfer of technology between two trading countries. 

2.3.2 Ne0classical Growth Theory  

This model was created by Solow in 1956 who explained that a steady ec0nomic 

growth rate will be acc0mplished with the right proportions of the three main growth 

drivers. These driving forces are labor, the amount of capital and the level of 

technology. The Solow’s theory holds that improvement in technology in a certain 

country has a key influence on economic growth of that country. The theory further 

holds that for the economic growth to continue there must be with a technological 

advancement. 

Hence, as Kitavi (2014) adds, that long-run economic growth arises from two 

exogenous factors namely technological progress and growth in labor force. Mirajul 

and Mohammand (2014) saw that in the traditi0nal neoclassical growth theory, at the 

steady state, per capita 0utput grows with the exogenous rate 0f technological 

progress. 

The international trade has a benefit of technological transfer and knowledge 

diffusion which improves the quality of labor power in a country. African countries’ 

major imports are made up of the machines and transport equipment (UNCTAD, 

2019b). These imports come hand in hand with new ways of raising the effectiveness 

and efficiency of production. Thus, this theory is relevant to the study, since trade 

brings growth through technology transfer. 

2.4 Empirical Literature Review 

Empirical literature on the impact of international trade on ec0nomic growth is vast. 

In the African context, literature reveals a controversy in the knowledge of the effect 

of trade on growth. The most cited trade indicators in all literature are exports, 
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imports, total trade and foreign direct investment. Presented thematically as follows, 

the following review is exposing the research gap to be filled by this study. 

2.4.1 The Impact of Intra-Regional Exports on Economic Growth 

Exports mean the trade movement of merchandize to outside the country. In 

principle, exports should have a positive effect on economic growth. A time series 

study of Kitavi (2014) in the east African community used a 10-year data to look at 

the effect of cross–border trade on economic growth of the East African countries. 

Guided by the neoclassical growth theory and endogenous growth theory, the study 

analyzed the short run and long run effects of trade on economic growth. The 

analysis technique was a multiple linear regression model using Ordinal Least 

Squares method. The findings showed that exports had a positive significant short – 

run effect on economic growth. In the long run, exports also had a positive and 

statistically significant effect on economic growth. This study however, used a small 

sample of countries and it lacks an account of intra-regional trade in the context of 

African continent. 

A panel data study was carried out by Sherif (2008) using a sample of countries 

belonging to the Economic Community of West African States (ECOWAS) and 

covering a period of 17 years from 1987 to 2004. Multiple regression was run and 

specifically a pooled fixed effects estimation method was employed in analysis. This 

study found that exports had a negative impact on economic growth. However, the 

study only focused on one region and measuring trade variables in a broader level 

rather than specific to the intra-regional level. 

The two studies, one by Kitavi (2014) was carried out in the east African context 

found that exports have a positive effect but another one by Sherif (2008) carried out 

ECOWAS found a negative effect. The contradicting results creates a controversy 

which calls for one study comprising of both, EAC and ECOWAS member countries 

in the data, so that one conclusion can be arrived at. In other words, the controversy 

might be solved when the study with a wider and more representative sample of 
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African countries is used. Hence, this study focuses on all regional economic 

integrations of Africa, with a look at how intra-regional trade affects growth. 

The study by Raymond (2015) used a larger sample than Kitavi (2014) and Sherif 

(2008). The study covered 29 countries that are in the Sub-Saharan African region. 

The secondary data used covered the period of 18 years from 1995 to 2013. The 

study used a system generalized method of moment’s technique to analyze the panel 

multiple regression model. The study found that exports are having a positive effect 

but the effect was not statistically significant on economic growth. Despite a wider 

coverage in terms of the number of sampled countries, the study was only based on 

one African region and it also lacks an insight into the effect of intra – regional trade. 

This is the gap that still remains to be filled by this study that will analyze the effect 

of trade at the intra-regional level with a sample of African regional economic 

integrations. 

Okuwa, Safiyanu and Soja (2016) researched in the same in West Africa, using a 

panel of 16 countries covering a period of 20 years from 1991 to 2011 obtained from 

the World Bank Dataset as well as the African Development Bank. Guided by the 

endogenous economic growth theory, the study used the random effects and fixed 

effects regressi0n techniques for analysis. The findings show that exports are having 

a positive and statistically significant effect on economic growth of West African 

countries.  

The finding of this study is similar to one by Kitavi (2014) and Raymond (2015) as 

they both attempt to resolve the contradiction posed by the finding of Sherif (2008). 

However, all these studies are inadequate in terms of representation of the African 

continent, as well as in terms of the insight into the effect of intra-regional trade on 

economic growth in Africa. This study then will analyze the effect of intra-regional 

trade on economic growth of African regional integrations. 

Chinese study by Sun and Heshmat (2010) evaluates the effects of foreign trade on 

China’s economic development through examining the productivity improvements. 
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The study used two approaches; namely, the econometric and non-parametric 

appr0aches that were applied 0n a panel data made of 6 years from 2002 to 2007 

across 31 provinces of China. In the first approach, an estimation of the stochastic 

frontier pr0duction function was conducted and the determinants of trade 

inefficiency in each specific province were identified. For the non-parametric 

appr0ach, the Divisia index of each province/regi0n is calculated. The study found 

that China’s increased involvement in the world trade stimulates large national 

economic growth benefits. The World Trade Organization’s review of 2018 reveals 

that China is the World’s largest exporter. That, the major contributor of the Chinese 

growth then can be attributed from its export performance. However, despite its 

usefulness in literature, this study does not reflect the African intra-regional trade and 

growth relationship. Thus research needs to be done in that area, 

The study by Santos-Paulino and Thornquist (2015) estimated the relationship 

between specialization of trade and poverty by using a sample of developing 

countrie. The study used  panel data for the period of 32 years from 1980 to 2011. 

Specifically, the study attempts to estimate the impact of specialization on poverty, 

looking at the avenues through which export increase enhances total productivity and 

economic growth. A multiple regression model was estimated and the results show 

that in developing countries, export specialization in the sector in which the country 

has a comparative advantage promotes economic growth. This, study has relevance 

to the research being conducted as it focuses on developing countries; however, it 

lacks a focus on intra-regional exports, which is the gap to be filled by the current 

research. 

2.4.2 The Impact of Intra-Regional Imports on Ec0nomic Growth 

Imports refer to the trade flow of goods and services purchased from other countries 

into the domestic country. There is rich literature on the effect of imports on 

economic growth. A comparative and time series study of Antunes (2012) was done 

between Netherlands and Portugal. Based on economic growth theory, the study used 

a secondary time series data of both countries but the data was obtained from the 
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OECD Statistics Database for the period of 30 years from 1970 to 2010. The study 

used a vector error correction (VEC) model to analyze the data and the findings show 

that that had a positive effect on economic growth in the Netherlands. The finding for 

the case of Portugal was that, imports had a negative effect on economic growth.  

Using the similar approach of time series analysis, Kahya (2011) examined the 

relationship between foreign trade and economic growth in Turkey using a 20 years 

data from 1987 to 2007. Based on a new growth theory and endogenous growth 

theory, the study used a Vector Error Correction model and a Vector Autoregressive 

model for analysis of the data. The study found that there is a statistically significant 

positive relationship between imports and economic growth in Turkey. 

The two studies, by one by Antunes (2012) in the case of Portugal and another by 

Kahya (2011) in Turkey are having contradicting conclusions about the effect of 

imports on economic growth. This is because the former has found a negative 

relationship while the later having a positive relationship. With these two cases, one 

can opinionate that in the European context, the effect of imports on growth is also 

not clear. Despite the fact that the interest of this study is in Africa, and the fact that 

more African literature can resolve the contradiction; these European studies are still 

inadequate in terms of lacking an insight into the trade-growth relationship at the 

intra-regional level. 

The study by Mirajul and Mohammand (2014) used the variable of imports measured 

as the value of imported machines and transport equipment to see how it affects the 

productivities of nine Asian countries. Based on the extended neoclassical growth 

model, the study used a panel of nine countries over a 40 years period from 1972 to 

2012. The data analysis used a method of dynamic panel growth equations and the 

findings show that imported capital has a positive and statistically significant effect 

on economic growth. However, this study is based on the Asian region with no 

insight into the effect of intra-regional trade on economic growth. 
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In the African context, Nkundimana (2019) did the research to understand the 

contribution of openness to trade in economic growth among Sub-Saharan African 

nations and imports was used as an indicator of trade openness. The study used a 

highly representative sample with the data from 50 countries covering a period of 55 

years from 1960 to 2015. The classical and endogenous growth models were the 

basis of the study and its analysis used a pooled regression technique of panel data. 

The study found that imports have a positive and statistically significant contribution 

in economic growth of African countries. Even though the study’s sample is highly 

representative for Africa, the study lacks an insight into intra-regional trade in the 

context of regional economic integrations as a unit of analysis. 

2.4.3 The Impact of F0reign Direct Investment on Economic Growth 

The research study by Tsatsaridis (2017) in the Sub-Saharan Africa analyzed the 

impact of foreign trade openness on economic growth and FDI was used as an 

indicator of trade openness. The study used secondary panel data of 43 countries for 

a period of 20 years from 1996 to 2016 to answer the research objective. In this 

study, trade openness was measured by the foreign direct investments inflows. The 

analysis method in the study was ordinary least squares with country fixed effects. 

The study found that foreign direct investment inflows had a positive and statistically 

significant effect on economic growth. The coverage of this study was not wide 

enough to sufficiently represent the entire African continent with an insight at the 

context or level of the regional economic integration. 

A time series analysis study by Gyamfi and Boankye (2017) was conducted in 

Ghana. This research analyzed the effect of trade openness on ec0nomic growth of 

Ghana by using secondary data from relevant government institutions. Foreign direct 

investment was used as an indicator of trade openness in the study. The study used 

an ordinary least square method to analyze the data and the finding is that foreign 

direct investment has a positive and statistically significant effect on economic 

growth. This research however does not give an insight about the intra-regional trade 

with evidence from Africa’s economic regions.   
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A pooled regression technique on the panel of selected African countries for a period 

of 34 years from 1980 to 2014 was performed under the study by Siyakiya (2017). 

The study examined the impact of trade openness on national productivity and 

Foreign Direct Investment was used as an indicator of trade openness. The findings 

show that foreign direct investment has a positive impact but not statistically 

significant effect on the value added in the manufacturing and service sectors. The 

study lacks an intra-trade insight in regional economic integrations of Africa. 

A contradicting result to the preceded studies which looked at the effect of Foreign 

Direct Investment on economic growth is by Moyo and Khobai (2018). Their study 

used a panel data 11 SADC countries covering a period of 26 years from 1990 to 

2016. The Autoregressive Distributed Lag and the Pooled Mean Group Model were 

used to estimate the long run relationship between trade openness and growth. The 

value of foreign direct investment was used as a measure of openness and the study 

found a negative and significant effect on growth. Another contradiction has arisen, 

on the effect of Foreign Direct Investment on growth where, different from other 

studies, but in SADC Moyo and Khobai (2018) have found a negative relationship. 

This contradiction will have to be answered in this study. 

The research study conducted in China by Ek (2007) investigated the impact of 

foreign direct investment on the economic growth of China. The study was based on 

the two theories, new growth theory and the Romer growth model and was based on 

the secondary panel data covering 30 different regions in China for the period of 10 

years from 1994 to 2003. In analyzing how foreign direct investment affects growth, 

the study used two regression equations. The first regression considered all Chinese 

regions which include those with no FDI inflows and it found the absence of impact 

of FID on economic growth. The second regression only used the data from the 

regions with FDI inflows, and the finding showed that FDI inflows have a positive 

and statistically significant impact on economic growth in China. This study, despite 

its usefulness in literature, does not address the question in the African context, nor 

does it give an insight at the economic regional context. 
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In the other part of the world, in Europe, a study was conducted by Melnyk, Kubatko 

and Pysarenko (2019) to analyze an impact of foreign direct investing on economic 

development of post communism transition economy countries. The neo classical 

growth model was used to analyze the relationship using the data from the European 

Bank of Reconstruction and Development (EBRD). The panel data from 26 

economies covering a period of 13 years from 1998 to 2010 was analyzed by a fixed 

effects estimation technique by using the basic augmented production function in 

which FDI was used as an explanatory variable. The study found a significant 

influence of FDI on economic growth. This study, despite its usefulness in literature, 

does not address the question in the African context, nor does it give an insight at the 

economic regional context. 

An extensive study by Baiashvili and Gattini (2020) investigated an impact of FDI 

inflows on economic growths of different income levels of countries. The study was 

based on 111 countries covering the data from developed, developing and emerging 

economies and the data spans a period of 40 years from 1980 to 2019. Analysis 

method that was used is a panel Generalized Method of Moments techniques. The 

result shows that the impact of FDI on economic growth of developing countries and 

developed economies is much higher than in emerging economies. The effects are 

however both statistically significant. This study, despite its usefulness in literature, 

does not address the specific question African regional economic integrations 

context. 

2.4.4 The Impact of Total Intra-Regional Trade on Economic Growth 

The concept of total trade refers to the sum of export value and import value. The 

existing literature on international trade/trade openness/foreign trade on economic 

growth that uses the variable of total trade as an explanatory variable is so scanty. Of 

the reviewed studies, the researcher only found two (Lumengo and Emilie, 2019 and 

Nkundimana, 2019) that included total trade as an explanatory variable. 
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A panel study by Lumengo and Emilie (2019) used a data from 38 African countries 

with annual series of 47 years from 1970 to 2016. The study’s aim was to assess the 

relationship between trade openness and economic growth in Africa. Based on the 

international trade theory, instrumental variable panel smooth transition regression 

was used for analysis. The study found that total trade value, as a measure of 

openness, has a positive but not statistically significant effect on economic growth. 

This study, despite its relevance in the trade – growth literature, it does not have an 

insight into the intra-regional trade and economic growth; as other studies, leaving 

the research gap to be covered. 

Another study that used total trade value is by Nkundimana (2019) aimed to 

understand the contribution of trade openness to economic growth among Sub-

Saharan African countries. Based on the classical and endogenous growth models, 

the study used a large data of 50 African countries spanning for 55 years from 1960 

to 2015. The pooled regression of panel data was used for analysis.  The study found 

that total trade has a positive and statistically significant effect on economic growth.  

Comparing the finding of Nkundimana (2019) and that of Lumengo and Emilie 

(2019), both conclude a positive effect of total trade on economic growth. Lumengo 

and Emilie (2019) used a panel of 50 countries for 55 years while Nkundimana used 

a panel of 38 countries for 47 years; both using enough sample size in Africa. Then 

this variable, total trade will again be tested in the context of regional economic 

integrations in the African continent, which is a much bigger sample. 

2.5 Literature Summary and Research Gap 

To the researcher’s best understanding, the knowledge on the impact of intra-

regional trade on economic growth in Africa does not exist. The literature shows a 

variety of research findings concerning the relationship across different regions in 

Africa.  Notable is the contradiction that exists between the effect of trade on growth 

in the Sub-Saharan African region which was found by Moyo and Khobai (2018) and 

that in the ECOWAS found by Sherif (2008) who found a negative effect of exports 
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on economic growth in ECOWAS. Considering a representation of all regional 

economic integrations, there is no study done to solve the controversy. This is the 

gap that this study is set to fill through research. 

2.6 Conceptual Framework 

Figure 2.1 below shows the diagrammatical representation of the conceptual 

relationship between international trade and economic growth. The international 

trade is measured by four of its indicators that have reappeared to be used in the 

existing literature. These indicators are the export value, import value, foreign direct 

investment and total trade value. These are the independent variable in the analysis 

of this study. The dependent variable is economic growth which is measured as the 

per capita GDP. 

Figure 2.1: The Conceptual Framework 

 

Source: Author’s Construct (2020) 
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Economic Growth 

Foreign Direct Investment 

Intra-Regional Imports 

Intra-Regional Exports 

Total Intra-regional Trade 

H2 
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2.7 Research Hypotheses 

According to Mourougan and Sethuraman (2017) a research hypothesis is the 

statement made by the researcher when the researcher attempts to speculate about the 

result of a scientific investigation. It should be statements expressing the relation 

between two or more measurable variables. This study makes the following 

hypotheses. 

H1: The intra-regional export has a positive and significant impact on economic 

growth in the Africa’s economic integrations. 

The first hypothesis statement is informed by the first specific objective of the study 

which is to examine the impact of intra-regional exports on economic growth. This 

hypothesis is also informed and supported by the theoretical predictions of the 

economic growth models that are the basis for this study. More importantly, the 

empirical research has informed the formulation of this hypothesis because a number 

of authors support this hypothesis. The studies by Kitavi (2014), Raymond (2015), 

and Okuwa et al. (2016) have all found a positive and significant impact of exports 

on economic growth. 

H2: The intra-regional import has a positive and significant impact on economic 

growth in the Africa’s economic integrations. 

This hypothesis statement is informed by the second specific research objective 

which is to examine the impact of intra-regional imports on economic growth. The 

empirical research has informed the formulation of this hypothesis because a number 

of authors support this hypothesis. The studies by Kahya (2011), Antunes (2012), 

Mirajul and Muhammad (2014), and Nkundimana (2019) have all arrived at a 

positive and significant impact of imports on economic growth. Nevertheless, this 

hypothesis is also informed and supported by the theoretical predictions of the 

economic growth models that are the basis for this study.  
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H3: The total intra-regional trade value has a positive and significant impact on 

economic growth in the Africa’s economic integrations. 

This third hypothesis is derived from by the third specific objective of this research 

study which is to examine the impact of total intra-regional trade on economic 

growth. The empirical research has informed the formulation of this hypothesis 

because a one found article that used total trade variable supports this hypothesis. 

The studies of Lumengo and Emilie (2019) and another by Nkundimana (2019) are 

both supporting this hypothesis, that total trade positively influences economic 

growth. Nevertheless, this hypothesis is also informed and supported by the 

theoretical predictions of the economic growth models that are the basis for this 

study. 

H4: The foreign direct investment has a positive and significant impact on economic 

growth in the Africa’s economic integrations. 

This hypothesis statement is informed by the fourth specific research objective which 

is to examine the impact of intra-regional FDI on economic growth. The empirical 

research has informed the formulation of this hypothesis because a number of 

authors support this hypothesis. The studies of Siyakiya Ek (2007), (2017), Gyamfi 

and Boanke (2017), Tsatsaridis (2017), Melnyk et al. (2019) and Baiashvili and 

Gattini (2020) are all concluding a positive and significant impact of foreign direct 

investment on economic growth. 

2.8 Conceptualization of Variables 

The dependent variable for this study is economic growth which was measured as the 

value of the gross domestic product. The independent variable is intra-regional trade 

which is measured by four indicators making four independent variables. These 

independent variables are intra-regional imports, intra-regional exports, and foreign 

direct investment. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

Research methodology refers to the procedures through which the researcher go in 

their work of describing, explaining and predicting phenomena are called research 

methodology (Rajasekar, Philominathan, Chinnathambi, 2013). The totality of this 

chapter is the practical how to of this study. It explains the reason for choosing an 

explanatory design, as it is a cause and effect study. The study sample unit of all 

regional economic integrations are explained and how their data was obtained; from 

the data sources and compilation. In order to achieve at the findings of the study, an 

important aspect to be decided on is how the data will be measured and analysed. All 

these are included in this chapter. 

3.2 Research Design 

Research design refers to the overall strategy chosen to integrate different 

components of the study in a coherent and logical way, thereby, ensuring 

effectiveness in addressing the research problem; it constitutes the blueprint for the 

collection, measurement, and analysis of data (Kothari, 2004). A research design can 

be explanatory, exploratory or descriptive. This study is explanatory by design as it 

looks at how certain variables (independent) explain the behaviour of another 

variable, which is a dependent variable. In other words, explanatory research is that 

which examines a cause – effect relationship. In this study, exports, imports, total 

trade and FDI are variables that are presumed to cause a change in economic growth. 

3.3 Research Area, Population and Sampling 

The research area for this study is African continent as it is about intra-regional trade 

and economic growth in Africa’s economic growth. This study targets a population 

of all eight African regional economic integrations. Due to the availability of intra-

trade data at the regional level, rather than country level, this study took all four 
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economic regions into the study. The study also covered a period of 20 years from 

1999 to 2019. The choice of 20 years is for the purpose of accounting for the time 

during which all economic integrations were established. The last regional economic 

integration to be completely formed in Africa is the East African Community which 

became complete with inclusion of new members (Burundi, Rwanda, and South 

Sudan) in 1999. Thus, this must be considered for the data to reflect all regional 

economic integrations. Thus the sample size of the data is 8 economic integrations 

(illustrated in Appendix A1) for 20 years making a total of 160 observations making 

up the sample of this study. 

3.4 Data and Data Sources 

This study used secondary data from the United Nations C0nference on Trade and 

Development (UNCTAD) and the World Bank Devel0pment Indicators. The data is 

panel in nature because the study analyzes the behavior of many cross sectional units 

over a certain period of time. Thus, it examines how economic growth of different 

countries behaves over a period of time. 

3.5 An Empirical Model 

The mathematical representation of the relationship to be estimated is expressed 

below. 

𝐿𝑛. 𝐺𝐷𝑃𝐶𝑖𝑡 =β0 +β1𝐿𝑛. 𝐼𝑀𝑃𝑖𝑡 + β2𝐿𝑛. 𝐸𝑋𝑃𝑖𝑡 +β3𝐿𝑛. 𝑇𝑇𝑖𝑡 +β4𝐿𝑛. 𝐹𝐷𝐼𝑖𝑡 

+ β5𝐺𝐶𝐹𝑖𝑡  +β6𝑃𝑂𝑃𝑖𝑡 + β7𝐼𝑁𝐹𝑖𝑡 + 𝜖𝑖𝑡    

 

Where, 𝑖 = 1 , … , 𝑁 𝑡 = 1 , … , 𝑇𝑖 

In the model above, i is the country sectional dimension, t is the time, and ϵit is 

independent and identically distributed error term with constant variance𝜎𝜀
2. 
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3.5.1 Appropriateness of the Variables 

The dependent variable is the GDPPC which represents economic growth but 

measured by GDP per capita. Intra-regional trade is the independent variable 0f 

interest and it is captured by the indicators of trade openness, namely, intra-regional 

export value (EXV), intra-regional import value (IMV), total intraregional-trade 

value (TRV) and the foreign direct investment (FDI). These are four indicators used 

in the literature to measure the size of international trade.  

The model presented has control variables which their inclusion is motivated by the 

studies by Sherif (2008), Mirajul and Muhammad (2014), Iyoha and Okim (2017), 

Moyo and Khobai (2018) and Lumengo and Emilie (2019). The control variables are 

Human Capital (HC), Physical Capital (PC), Population size (POP), and Inflation 

rate (INF). The variables, data sources and a priori expectations are presented in the 

table 3.1 below: 
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Table 3.1: Variables, Data Sources and Priori Expectations 

Variables Measurement 
Data 

Source 
Sign References 

GDPC GDP per capita World Bank  

Mirajul and Muhammad 

(2014), Nkundimana 

(2019). 

EXP  UNCTAD Positive 
Kitavi (2014), Lumengo, 

Emilie (2019 

IMP 𝐼𝑚𝑝𝑜𝑟𝑡𝑠
𝐺𝐷𝑃⁄  UNCTAD Positive 

Mirajul and Muhammad 

(2014), Lumengo and 

Emilie (2019 

TT (𝑇𝑜𝑡𝑎𝑙 𝑡𝑟𝑎𝑑𝑒)
𝐺𝐷𝑃⁄  UNCTAD Positive 

Lumengo and Emilie 

(2019), Nkundimana (2019) 

FDI 𝐹𝐷𝐼
𝐺𝐷𝑃⁄  World Bank Positive 

Siyakiya (2017), Iyoha and 

Okim (2017) 

GCF 
Gross capital 

formation 
World Bank Positive 

Raymond (2015), Gyamfi, 

and Boankye (2017) 

POP 
Population growth 

rate 
World Bank Negative 

Mirajul and Muhammad 

(2014) 

INF Inflation rate World Bank Negative Iyoha and Okim (2017) 

Source: Researcher’s Construct (2020) 

NOTE1: All variables with monetary value are measured in Millions of USD 

NOTE2: EXP, IMP and TT, stands for intra-regional exports, imports and total trade respectively 

 

3.5.2 Data Preparation Prior to Analysis 

The intra–regional trade data was downloaded in Microsoft Excel Format from the 

website of the United Nations Conference for Trade and Development (UNCTAD). 

This comprises data on intra-regional exports, intra–regional imports, and total intra–
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regional trade. Even though foreign direct investment is an indicator of trade, its data 

at the intra–regional level was not available in sources, the UNCTAD website as well 

as the World Bank website. Thus, total FDI as share of GDP was used as a proxy for 

intra-regional FDI. 

The data on control variables and a dependent variable was obtained from the World 

Development Indicators at the World Bank website. The data on foreign direct 

investment inflow and gross capital formation was accessed as a percentage of their 

countries’ GDPs. Data on inflation rate and population growth was accessed in 

percentages. The GDP per capital was accessed as it is. 

To obtain the regional values of per capita GDP, FDI, capital formation, inflation 

rate and population growth, the researcher computed the regional average of the 

variable using country level data. This is because all variables used in the study are 

flow variables. That is, per capita income is an average value; hence one cannot 

compute a regional per capita income as a total, but an average. Also, FDI and gross 

capital formation were collected as percentages of GDPs, so there for regional values 

to be in percentages, averaging was necessary. Regional population growth rate and 

inflation rates were also averaged as they are clearly flow variables, rather than stock 

variables. 

For all countries and regions, the data on variable “human capital” was not available 

in the World Bank Data base. The proxy for it, average number of years of 

schooling, was also not available in the data source. This data was then dropped from 

the model.  

In aggregating to obtain regional data, the COMESA region did not have the data for 

county “Eritrea” which was not available in the UNCTAD database. Also, in the 

CEN-SAD region, Somalia had insufficient data, and hence the country’s data was 

not included to obtain the regional data. 
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Finally, the trade data for Intergovernmental Authority on Development (IGAD) 

region was not available as the region was not in the UNCTAD database. That 

brought a risk of analyzing the data with seven instead of all eight economic 

integrations of Africa. However, in place of the IGAD, the researcher used the data 

of the Economic and Monetary Community of Central Africa (CEMAC) which was 

in the UNCTAD database. Even though CEMAC is not recognized as an economic 

integration in Africa, it has its separate place and trade data in the UNCTAD 

database. Hence it was used to make up for the unavailable data of IGAD. 

The data from UNCTAD and World Bank were then merged in one excel file and it 

was transferred into STATA software for analysis. 

3.6 Estimation Procedure 

3.6.1 Pre-Estimation Procedure 

Prior to any econometric estimation, and particularly panel data estimation, a number 

of econometric tests must be carried out (Zeng, 2016). These tests are carried out to 

check if the good model assumptions are met by the dataset. This study carried the 

three basic statistical tests of normality, multicollinearity and autocorrelation.  

For normality, the study used a skewness kurtosis method where a variable is 

normally distributed if the probability of skewness and that of kurtosis are smaller 

than 0.05 (Acock, 2008). Normality assumption requires that the observation is 

randomly and independently distributed (Mordkof, 2016).The data which is not 

normally distribution can lead to biased results. 

For multicollinearity the pairwise correlation matrix as well as variance inflation 

factor (VIF) methods were used. The problem of multicollinearity is when 

independent variables have a high correlation among themselves, thus, biasing the 

estimation results. The correlation coefficient below 0.5 signifies that there is a low 

multicollinearity. Also, in VIF, (Gatignon, 2013), suggested that multicollinearity is 

potentially a problem for values of VIF greater than 10. 
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The test for autocorrelation was carried out by using a Wooldridge test for 

autocorrelation in panel data as suggested by (Druker, 2003). Autocorrelation is an 

econometric problem which biases the standard errors and causes the estimation 

results to be less efficient. In testing for autocorrelation, the decision rule is when the 

p-value is less than 0.05 it means there is a problem of autocorrelation (Drukker, 

2003). 

The panel unit root test was also carried out. According to Stephanie (2016), unit 

root is a stochastic trend in the data, showing a systematic pattern that is 

unpredictable. This is an econometric problem as it leads to spurious regression 

results. Dickey and Fuller (1979) developed a method for testing whether or not a 

variable has a unit root problem. 

Then the researcher carried out summary statistical analysis to understand the 

statistical distribution of the data. 

3.6.2 Econometric Estimation Procedure 

When estimating panel data, when the number years (T) is larger than the number of 

cr0ss sectional units (N), a fixed effect panel regression was suggested (Silva, 2018). 

This study is analyzing the intra-trade growth relationship by using 8 regional 

economic integrations with the data of 20 years, from 1999 to 2018. Thus a fixed 

effect regression was the primary model used to estimate the relationship. However, 

the random effects model was also ran in order to compare the results and decide 

which results to be interpreted. 
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CHAPTER FOUR 

PRESENTATION AND INTEPRETATION OF THE RESEARCH FINDINGS  

4.1 Introduction 

Research findings refer to the answers to the research questions. The findings of the 

unseen task of data analysis using STATA package are being presented in this 

chapter. In addition to the presentation, each finding gets to be interpreted before the 

practical implications are drawn in the next chapter. In other words, this chapter 

explains what the data says about the research objectives and the next chapter 

explains what that means (or implies) in the real world. 

4.2 Statistical Summary 

Table 4.1 below shows the summary statistics for the independent variable as well as 

dependent variables that were used in this study. The study involved (8) eight 

regional economic integrations with twenty (20) years data for each region, making a 

total of 160 observations. Table 4.1 shows the mean or average value, standard 

deviation, minimum and maximum values of all variables. 
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Table 4.1: Summary Statistics of the Variables 

Variable name 
Obs

. 
Mean 

Std. 

Dev 
Min Max 

Per-capita GDP 160 
2633.45

1 
1465.95 

497.469

1 

5737.17

8 

Intra-regional imports (Millions 

USD) 
160 

7092.76

8 

8851.37

7 

118.809

2 

40677.7

5 

Intra-regional exports (Millions 

USD) 
160 

6754.76

7 

8580.14

9 

90.2507

9 

39926.3

9 

Total intra-regional trade Millions 

USD) 
160 

13847.5

3 

17361.1

2 
209.06 

80412.6

8 

FDI Inflow (% of GDP) 160 
4.43306

3 

2.56030

1 

0.96386

7 

14.1470

1 

Gross Capital Formation (% of 

GDP) 
160 

22.9342

9 

5.25451

2 

14.1023

7 

42.7742

7 

Population Growth Rate 160 2.45554 0.49475 
1.50819

4 

3.35916

3 

Inflation Rate (CPI) 160 
8.85244

5 

11.9284

1 

-

0.83153 

81.1020

6 

Source: STATA Output (2020) 

Variables with particular attention are ones the relationship of which is being studied 

in this research; per capita GDP and intra–trade variables. On average the per capita 

income of a typical citizen in a typical regional integration in Africa is 2633.451 

USD per year with the maximum of 5737.178 USD and a minimum of 47.5691 USD. 

A typical regional integration in Africa exports about 6754.767 million USD in value 

and imports about 7092.768 within the region. The total trade within a typical 

regional integration amounts to an average of 13,847.53 million USD, where the 

minimum is 209.06 million USD and the maximum is 80412.68 million USD. In 

terms of the FDI, a typical regional integration in Africa has a net average inflow of 

4.4 percent of the total regional GDP where the minimum is 0.96 percent and the 

maximum is 14.2 percent. That means, the foreign investment that has been made in 

a sample African economic integration, has contributed about 4.4 percent of the total 

national income of that particular economic integration. 
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4.3 Statistical Tests 

In this study, the research objectives are going to be answered via an econometric 

analysis called panel data analysis by a way of evaluating the coefficients of the 

variables. These coefficients are also called regression estimators and the level at 

which these estimators reflects the reality is measured by the term BLUE (Hsiao, 

2007).  The BLUE estimators are a proof of the credibility of the regression results 

because the term means Best Linear Unbiased Estimators. Also, for the results to be 

BLUE, the assumptions of regression analysis must be met by the data. 

4.3.1 Normality Test 

For normality, the study used a skewness kurtosis method where a variable is 

normally distributed if the probability of skewness and that of kurtosis are larger than 

0.05 (Acock, 2008). Normality assumption requires that the observation is randomly 

and independently distributed (Mordkof, 2016).  

As a general decision rule, if the value of the probability of skewness, probability of 

kurtosis and probability of chi – squared is smaller than 0.05, then the data is not 

normally distributed.  On the other hand, any improvement of the p value above 0.05 

shows that the data is more normally distributed compared to the previous case. 

The normality results for level variables shows that one can reject the hypothesis that 

the data set is normally distributed due to their significant p-values. However, the log 

transformation is often used to transform non-normal data to approximately “normal” 

and thus, to augment the reliability of the related statistical analyses (Batabyal, 

2017). So the variables were log transformed and tested for normality. The results 

show an improvement in terms of normality. Table 4.2 shows the results of the 

skewness-kurtosis test for normality. 

The interpretation of this result is that the analysis results of the log transformed data 

will reflect truth more than that of level data since the former is more normally 
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distributed than the later. Hence the researcher used the log transformed variables 

data to undertake the analyses of the study. 

Table 4.2 Skewness Kurtosis Test Results 

Variable 

Obs P(Skew) P(Kurt) Adj-Chi2 Prob> (Chi2) 

Per capita GDP 

  

160 

  

0.3416 

(0.003) 

0.000 

(0.000) 

29.68 

(20.21) 

0.0000 

(0.0000) 

Intra–regional Imports 

  

160 

  

0.000 

(0.1082) 

0.000 

(0.5586) 

59.78 

(2.97) 

0.0000 

(0.2268) 

Intra–regional exports 

  

160 

  

0.000 

(0.0449) 

0.000 

(0.5241) 

65.25 

(4.49) 

0.0000 

(0.1057) 

Total trade 

  

160 

  

0.000 

(0.0671) 

0.000 

(0.5586) 

62.62 

(3.75) 

0.0000 

(0.1533) 

Foreign Direct Investment 

  

160 

  

0.000 

(0.6071) 

0.0006 

(0.6505) 

36.37 

(0.47) 

0.0000 

(0.7887) 

Gross Capital Formation 

  

160 

  

0.000 

(0.0086) 

0.0002 

(0.0408) 

35.52 

(9.75) 

0.0000 

(0.0076) 

Population Growth Rate 

160 

  

0.0269 

(0.0006) 

0.0000 

(0.0101) 

24.16 

(15.07) 

0.0000 

(0.0005) 

Inflation Rate (CPI) 

  

160 

(158) 

0.0000 

(0.9339) 

0.0000 

(0.0000) 

. 

(14.25) 

0.0000 

(0.0008) 

Source: STATA Output (2020) 

 

4.3.2 Multicollinearity Test 

For multicollinearity the pairwise correlation matrix as well as variance inflation 

factor (VIF) methods were used. The problem of multicollinearity is when 
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independent variables have a high correlation among themselves, thus, biasing the 

estimation results. The correlation coefficient below 0.5 signifies that there is a low 

multicollinearity. Also, in VIF, (Gatignon, 2013), suggested that multicollinearity is 

potentially a problem for values of VIF greater than 10. 

Table 4.3: Pairwise Correlation Matrix 

 GDPC IMP EXP TT FDI GCP POP 
IN

F 

GDPP

C 
1        

IMP 

0.0506 

(0.5254

) 

1       

EXP 

0.0225 

(0.7776

) 

0.9839*

** 

(0.000) 

1      

TT 

0.0369 

(0.6432

) 

0.9961*

** 

(0.000) 

0.9958*

** 

(0.000) 

1     

FDI 

0.25** 

(0.0014

) 

0.118 

(0.1372) 

0.127 

(0.1095) 

0.1229 

(0.1215) 

1    

GCP 

0.524*

** 

(0.000) 

0.0967 

(0.224) 

0.1013 

(0.2026) 

0.0993 

(0.2114) 

0.170

5* 

(0.031

1) 

1   

POP 

-

0.2832

** 

(0.0003

) 

-

0.3824*

** 

(0.000) 

-

0.3496*

** 

(0.000) 

-

0.3677*

** 

(0.000) 

0.131

9 

(0.096

5) 

-

0.4214*

** 

(0.000) 

1  

INF 

-0.0907 

(0.2542

-0.0096 

(0.9037) 

-0.0508 

(0.5236) 

-0.03 

(0.7063) 

0.031

4 

-0.201* 

(0.0108) 

-

0.015
1 
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) (0.693

2) 

3 

(0.84

8) 

Source: STATA Output (2020) 

Note: p-values are in the brackets 

legend: * p<0.05; ** p<0.01; *** p<0.001 

 

The result of the correlation matrix shows that the data have no multicollinearity 

problem as all but three pairs of variables of the study are not strongly correlated. 

That is, only three interrelations are having a correlation coefficient above 0.8. In 

theory, these variables are inevitably related, intra-regional exports, intra-regional 

imports and total intra-regional trade, thus, high correlation among them is not a 

surprise. 

For triangulation purposes, a Variance Inflation Factor test was run to check for the 

problem of multicollinearity in the data. According Gatignon (2013), 

multicollinearity is potentially a problem for values of VIF greater than 10. The VIF 

results confirm the results of pairwise correlation that variables on imports, exports 

and total trade are having a highly serious problem of multicollinearity. Due to high 

correlation among explanatory variables in the panel data, the estimation will be 

biased. Table 4.4 below show the results of a VIF test. 

In the presence of the multicollinearity problem in the data, there is a way to deal 

with it using a suggested fixed effect panel regression. According to Teulings and 

Klaasen (2015), common method to prevent multic0llinearity is to set some fixed 

effects and impacts of constant regressors to zero; we call this zero n0rmalization. 

Thus, this study, thus this study undertook a zero normalization procedure in its 

panel fixed effect regression, in order to handle the issue of multicollinearity. 
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Table 4.4 Variance Inflation Factor Test 

Variable VIF 1/VIF 

Total intra–regional trade 52984.54 0.000019 

Intra–regional imports 15723.99 0.000064 

Intra–regional exports 11213.17 0.000089 

Population growth 1.52 0.655945 

Gross Capital Formation 1.49 0.673004 

Foreign Direct Investment 1.23 0.81085 

Inflation rate 1.21 0.824584 

Mean VIF 11418.16  

Source: STATA Output (2020) 

4.3.3 Autocorrelation Test 

The test for autocorrelation was carried out by using a Wooldridge test for 

autocorrelation in panel data as suggested by (Druker, 2003). Autocorrelation is an 

econometric problem which biases the standard errors and causes the estimation 

results to be less efficient. In testing for autocorrelation, the decision rule is when the 

p-value is less than 0.05 it means there is a problem of autocorrelation (Drukker, 

2003).  

Table 4.5 presents the results of the autocorrelation test. The probability value 

greater than 0.05; hence the researcher fails rejects the null hypothesis that there is no 

first order autocorrelation in the data. That means the data do not have the 

autocorrelation problem. 
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Table 4.5: Wooldridge Test for Autocorrelation 

H0: no first-order autocorrelation 

F(  1,       7)                                                                              =                         1.744 

Prob > F                                                                                   =                         0.2282 

Source: STATA Output (2020) 

4.3.4 Unit Root Test 

The panel unit root test was also carried out. According to Stephanie (2016), unit 

root is a stochastic trend in the data, showing a systematic pattern that is 

unpredictable. This is an econometric problem as it leads to spurious regression 

results. Dickey and Fuller (1979) developed a method for testing whether or not a 

variable has a unit root problem. According to the test results, one can reject the null 

hypothesis that the data has a unit root problem. This is shown by the p values of all 

but three variables which are at least significant at 10 percent level of significance. 

Table 4.7 show the p-value results of a Fisher-type unit-root test based on 

Augmented Dickey Fuller test. 

 

 

 

Table 4.7: Augmented Dickey-Fuller Test of Unit Root 

  GDPC IMP EXP T.TRD FDI CPF POP INF 
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Inverse chi-2          (P) 
0.056

6 

0.037

3 

0.000

0 

0.008

9 
0.000

1 

0.055

3 
0.001

5 

0.000

0 

Inverse normal       

(Z) 

0.057

4 

0.068

4 

0.000

1 

0.200

8 
0.000

1 

0.150

4 
0.092

7 

0.000

0 

Inverse logit t         

(L*) 

0.054

9 

0.037

3 

0.000

0 

0.074

2 
0.000

1 

0.122

1 
0.079

6 

0.000

0 

Modified inv.chi2 

(Pm) 

0.041

3 
0.022 

0.000

0 

0.001

9 
0.000

0 

0.039

9 
0.000

1 

0.000

0 

Source: STATA Output (2020) 
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4.4 Regression Results of Fixed Effects and Random Effects Models.  

The results of fixed effects panel regression analysis are presented in table 4.8 below. 

Table 4.8: Fixed Effects and Random Effects Panel Regression Result 

Variable 
Fixed Effects Regression 

Coefficients 

Random Effects Regression 

Coefficients 

Log of Intra-regional 

Imports 
-0.5848 11.678929** 

Log of Intra-regional 

Exports 
-0.2335 7.5293378* 

Log of Total intra-

regional trade 
0.9619 -19.283958** 

Log of Foreign Direct 

Investment 
-0.0127 0.41846083*** 

Log of Gross Capital 

Formation 
0.05181 0.75232899*** 

Log of Population 

Growth 
0.36375486** -1.4708956*** 

Log of Inflation Rate -0.0061 -0.10798485* 

Constant 5.3886261*** 20.151115*** 

Number of 

observations 
158 158 

Prob > F 0.000 0.000 

R-Squared (within) 0.7531 0.0002 

R-Squared (between)  0.2206 0.8194 

R-Squared (overall) 0.0667 0.5718 

Source: STATA Output (2020) 

legend: * p<0.05; ** p<0.01; *** p<0.001 
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Note: The dependent variable in this analysis is the Log of Gross Domestic Product 

 

4.4.1 Comparing Fixed and Random Regression Results 

Table 4.8 above presents the regression results of fixed effects and random effects 

models. Comparing the two models, the random effects results are better than those 

of the fixed regression for three reasons. Firstly, most trade variables and control 

variables have a meaningful direction of impact on economic growth in a random 

effects model that are highly supported by theory and past empirical evidence. For 

example, in the random effects model, exports, imports and foreign direct investment 

have a positive (expected) effect on economic growth. On the other hand, in the fixed 

effects model, only one variable, total trade, show a positive impact on economic 

growth.  

The second reason is the degree of statistical significance of impact; while in the 

random effects model all variables have a statistically significant impact, in the fixed 

model, only one variable has a significant impact on economic growth. The third 

reason is that overall; the random effects model has a good fit in the data with the 

coefficient of determination (R-Squared overall) of 57 percent, while for the fixed 

effects the R squared is at 6 percent. Apart from that, considering the R squared 

between, the random effects model has the R-Squared of 81 percent while the fixed 

effects R Squared is 22 percent. Thus, the researcher chooses to go with the random 

effects results and interpret them. 

4.4.2 Interpretation of the Random Effects Regression Results 

In general, the random effects model used is statistically good because the 

probability of F statistic is way below 0.05 and also the coefficient of determination 

(R-Squared ‘between’) is 0.81. This coefficient of determination means that the 

model has a good fit in the data at 81 percent; that is 81 percent of variations in the 

dependent variable is explained by the explanatory variables.  
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This study mainly focuses on analyzing the impact of intra-regional trade on 

economic growth. Thus to be focused on much more are variables which were 

included as indicators of trade. The interpretation of the results is consistent to the 

specific objectives of the study; however it will be expanded to include the 

interpretation of other control variables. 

Firstly, the analysis results show that intra-regional exports are having a positive 

impact on per capita Gross Domestic Product. This is consistent to the first specific 

objective that was to examine the impact of intra-trade exports on economic growth. 

Following the first research hypothesis, the results indicate that the researcher fails to 

reject it. Additionally, in terms of comparative statics, an increase in intra-regional 

exports by 1 percent tends to lead to an increase in Gross D0mestic Product per 

capita by 7.53 percent. This means that when firms and producers in the country 

exports more, that means more incomes and hence income growth. That is, exports 

are good for the economy. This impact has a statistical significance at 5 percent due 

to a p that is less than 0.05. 

Secondly, is intra-regional imports; the analysis results show that intra-regional 

imports have a positive impact on per capita Gross Domestic Product. This is 

consistent to the second specific objective that was to examine the impact of intra-

trade imports on economic growth. Following the second research hypothesis, the 

results indicate that the researcher fails to reject it. Additionally, in terms of 

comparative statics, an increase in intra-regional imports by 1 percent tends to lead to 

an increase in Gross D0mestic Pr0duct per capita by 11.68 percent. This means that 

when firms and producers in the country import more, that means more incomes and 

hence income growth. That is, exports are good for the economy. This impact has a 

statistical significance at 0.1 percent due to a p value that is less than 0.001. 

Thirdly, the analysis results show that total intra-regional trade has a negative impact 

on per capita Gross Domestic Product. This is consistent to the third specific 

objective that was to examine the impact of total intra-regional trade on economic 

growth of African economic integrations. Following the third research hypothesis, 
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the results indicate that the researcher to reject it, because it predicted a positive 

impact, but the results shows the negative. Additionally, in terms of comparative 

statics, an increase in total intra-regional trade by 1 percent tends to decrease Gross 

Domestic Product per capita by 19.28 percent. This impact has a statistical 

significance at 1 percent due to a p value that is less than 0.01. This result is 

contradicting the preceding results but it will be explained in the next chapter on 

discussion of the findings. 

The fourth trade indicator is net foreign direct investment inflow which exhibit to 

have a positive and statistically significant impact on economic growth. This result is 

consistent to the fourth specific objective that was to examine the impact of total 

intra-regional trade on economic growth of African economic integrations. 

Following the fourth research hypothesis, the results indicate that the researcher to 

reject it. That is, a 1 percent increase in foreign direct investment, the Gross 

Domestic Product per capita goes up by 0.42 percent. The significance level at which 

Foreign Direct Investment inflow affects growth is at 0.1 percent at a p value less 

than 0.001. 

The control variables used in the analysis are gross capital formation, population 

growth rate and inflation rate. All have a statistically significant impact on economic 

growth with varying directions of impacts. On gross capital formation, its impact on 

economic growth is positive and statistically significant at 0.1 percent. That is, a 1 

percent increase in capital formation, the Gross Domestic Product per capita 

increases by 0.75 percent.  

Also, the impacts of population growth and inflation rate on economic growth are 

both negative and statistically significant at 0.1 percent and 5 percent respectively. 

That is, a one percent increases in population growth rate leads t0 a decrease in per 

capita income by 1.47 percent. Finally, when inflation increases by 1 percent, per 

capita income goes down by 0.1 percent... 
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The constant of the regression equation is equal to 20.15, meaning that the level of 

per capita income in a typical regional economic integration in Africa is 20.15 

dollars per year, if and only if imports, exports, Foreign Direct Investment, capital 

formation, inflation and population growth are equal to zero. 
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CHAPTER FIVE 

DISCUSSION OF FINDINGS 

 

5.1 Introduction 

 In any academic research, it is of essence to establish how the results of the research 

being conducted fits in and/or is related to the existing knowledge in the area of 

research. The existing knowledge can be categorized into theoretical/conceptual 

knowledge as well as the empirical knowledge. It is the role of this chapter to 

elaborate those facts. 

5.2 Linking the Results to Theory 

From data analysis, the three indicators of intra-regional trade have shown a positive 

and statistically significant impact on economic growth. These trade indicators the 

intra-regional imports, intra-regional exports and the net foreign direct investment 

inflow. However, the one indicator of trade, namely total trade showed a significant 

negative impact on economic growth. 

From the three variables, imports, exports and FDI, the study results show that the 

intra-regional trade is good for economic growth of economic integrations in Africa. 

This is supported by the theories on which this study is based, namely, the 

endogenous growth theory and the neoclassical model.  

The endogenous theory suggests that long-term economic growth depends on 

endogenous factors which include technological progress. Charalambos and 

Mirestean (2009) claimed that openness to trade has a positive impact on per capita 

income through diffusion of technology between countries. Through competition and 

exposure to neighboring countries, traders acquire new skills and tools to improve 

production and hence higher income which translates to economic growth. With 

regard to the technological progress, the other theory, neoclassical has the same. 
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Solow in 1956 explained that economic growth is accomplished with the right 

proportions of the three main growth drivers. These driving forces are labor, the 

amount of capital and the level of technology. The theory further holds that for the 

economic growth to continue there must be with a technological advancement. For 

developing countries to grow, openness to the rest of the world is essential; thus 

countries should trade. Hence trade is good for economic growth. 

Thus, the existing theories support the results of this research, that intra-regional 

trade supports economic growth of the regional economic integrations of Africa. 

5.3 The impact of Intra–regional Imports on Economic Growth 

Regarding the impact of imports on economic growth, this study has found that intra-

regional imports do have a positive and a statistically significant impact on economic 

growth of the African regional economic integrations. In relation to the existing body 

of literature, this study is positioned in the following way. 

The similar positive impact that this study has found was also found by Antunes 

(2012) in the Portugal and Netherlands and, Kahya (2011) in Turkey who did the 

time series studies. This study was situated in the African context and it used a panel 

data analysis at the intra-regional level while Antunes (2012) and Kahya (2011) both 

used time series studies in the European context at a national level. The two strands 

of literature, despite their focus on trade on growth, a closer look at the two shows 

that they are diametrically opposite in terms of context, level of analysis and unit of 

analysis. These two European studies, that used a time series analysis confirm that 

imports have a positive and statistically significant impact on economic growth. The 

Asian literature has to say about the imports – growth relationship. The study by 

Mirajul and Muhammad (2014) tested the hypothesis that trade brings about growth 

by affecting the accumulation human capital. This study, apart from being conducted 

in another region, Asia, it also used a different method of analysis which are dynamic 

panel growth equations and with a smaller number of countries (9). Their result still 
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confirms what this study has found that imports, even at the intra-regional level have 

a positive impact on growth.  

In the African context, the insight from literature on the impact of imports and 

economic growth is available. In this study Lumengo and Emilie (2019) and 

Nkundimana (2019) paid a closer look into the subject. Nkundimana (2019) with a 

sample of 50 African countries for a period of 55 years reached at the similar finding 

as the current study. Lumengo and Emilie (2019) used a sample size of 38 African 

countries for a period of 47 years and the finding of the study is a positive influence 

of exports on economic growth, just like those of this study. The two studies in the 

African context had a large sample of countries and in terms of the number of years, 

both were panel data studies and their findings are that imports do positively affect 

the level of economic growth. Also in the African context, there are studies which 

only focused in one economic region. A simple time series study by Kitavi (2014) 

focused in the East African region for a period of 10 years. Using a multiple linear 

regression model with OLS method, the impact of imports on growth was positive 

and significant, both in the short run and in the long run. Another African study with 

regional specificity is one by Okuwa et al. (2016) who used a panel of 16 West 

African countries for a period of 21 years and it used a fixed impacts and random 

impacts regressions; their finding show that imports have a negative impact on 

growth. 

In the body of literature, the impact of imports on economic growth prevails much to 

be positive and statistically significant. However, all these studies were not focused 

at the intra-regional level and did not use such a large number of countries in the 

sample. Thus, this study is well positioned in the body of knowledge as the only 

study that looked at the impact of intra-regional imports on economic growth 

comprising Africa’s economic integrations in the analysis. 
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5.4 The Impact of Intra–regional Exports on economic growth 

Regarding the impact of exports on economic growth, this study has found that intra-

regional exports have a positive and statistically significant impact on economic 

growth of a typical economic integration in Africa. In relation to the existing body of 

literature, this study is positioned in the following way. A similar result was found in 

the Chinese study that was conducted by Sun and Heshmat (2010) who evaluated 

how foreign trade affected the productivity improvements in China. With a panel of 

6 countries over 31 years, the study had a finding that exports positively affected 

growth. Despite the difference in sample size and analysis method, the similarity in 

the finding, confirms the validity of the findings of the current research study which 

in addition is being analyzed at the intra-regional level. 

In the Western African context, Sherif (2008) using a sample countries belonging to 

the Economic Community of West African States (ECOWAS) over a period of 17 

years found a contradicting result to the finding of this study. Sherif used a fixed 

effects estimation method and found that exports have a negative impact on growth. 

Okuwa et al. (2016) used a sample of 16 West African countries for 20 years data 

and analyzed it by using fixed effects regression and found a positive effect of export 

on growth. Comparing the two West African studies, Sherif’s study had a smaller 

sample size compared to Okuwa’s study. This is because this study confirms the 

result of Okuwa et al. (2016) as both have used a larger sample. From the East 

African context, Kitavi (2014) under the time series analysis of 10 years data, the 

study found that exports had positive and significant short–run and long–run effects 

on economic growth. Despite a small sample of countries, a time series analysis 

confirms the result of this study which has used a panel analysis. 

In the Sub-Saharan region, Raymond (2015) made an analysis over 29 countries for a 

period of 18 years. From the system generalized method of moment’s technique of 

analysis, a positive effect of exports on growth was found. Thus, this study is 

supported in findings by the literature on the Sub-Saharan African region. In the 

generality of the developing countries, a literature work by Paulino and Thornquist 
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(2015) estimated the link between trade specialization and poverty in a sample 0f 

developing countries. Using a multiple regression model, the study found a positive 

impact of exports on economic growth. This study’s finding about the impact of 

intra-regional exports on growth is supported by this work as well. 

In general, with regard to the impact of intra-regional exports on economic growth; 

this study is well and largely supported by the existing body of literature. However, 

the position of this study in the body of literature is in its unique analysis at the intra-

regional level with the regional economic integration as a unit of analysis. 

5.5 The Impact of Net Foreign Direct Investment Inflows on Economic Growth 

A European study by Melnyk, Kubatko and Pysarenko (2019) sought to understand 

the impact of foreign direct investing on economic development of post communism 

transition economy countries. Based on the panel data of 26 economies over 13 

years, the results of fixed effects estimation showed a positive and significant 

influence of Foreign Direct Investment on economic growth. In the European region, 

the study supports the finding of this current study done in the African economic 

integrations. The similarity is a confirmation of the growth theories that this study is 

based on. In Asian region, the study by Ek (2007) investigated the impact of foreign 

direct investment on the economic growth of China. An analysis of 30 Chinese 

regions for a period of 10 years found the similar result as in this study; that is a 

positive and statistically significant impact on economic growth. 

A West African study based in Ghana examined the impact of trade openness on 

economic growth. The researchers, Gyamfi and Boankye (2017) applied an ordinary 

least square estimation method on a Ghanaian time series data and found a positive 

impact of foreign direct investment on economic growth. Tsatsaridis (2017) in the 

Sub-Saharan Africa analyzed the same relationship using a panel of 43 countries for 

20 years and foreign direct investment inflows were found to have a positive and 

statistically significant impact on economic growth. Even though the two African 

studies found what is supportive to the finding of this study, one contradicting 
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finding arises from a study in the SADC region by Moyo and Khobai (2018). This 

study found a negative and significant impact FDI on economic growth. However, 

the contradiction might be stemming from the analysis methods used, the 

Autoregressive Distributed Lag and the Pooled Mean Group Model which are 

different from the methods used in the other studies.  

A general panel sample of selected African countries with the data of 35 countries 

was examined by Siyakiya (2017) to understand how foreign direct investment 

affected national productivities. The finding of the study was a positive impact of 

Foreign Direct Investment on the value added in the manufacturing and service 

sectors. An extensive study by Baiashvili and Gattini (2020) looked at an impact of 

FDI inflows on economic growths of different income level countries. Based on a 

sample of 111 countries over 40 years a panel Generalized Method of Moments 

technique found a positive and statistically significant impact of FDI on growth and 

the impact is highest in developing income countries. 

In general, irrespective of the differences in sample sizes, country of study and 

analysis method, the body of literature largely supports the findings of this study. 

However, still the study is positioned in the body of knowledge as a unique one in 

terms of its focus at the regional economic integration as a unit of analysis. 

5.6 The Impact of Total Intra-Regional Trade 0n Economic Growth 

With regard to total intra-regional trade and economic growth, the finding of this 

study is not supported by the available literature. A panel study by Lumengo and 

Emilie (2019) used a data from 38 African countries with annual series of 47 years 

from 1970 to 2016 found a positive and statistically significant impact of total trade 

on economic growth. In the sub-Saharan Africa, Nkundimana (2019) using the 50 

countries data for 55 years also found a positive and significant impact of total trade 

on economic growth. The two studies out of all that were reviewed had used total 

trade as one of the independent variable in the analysis model. The reason behind 
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exclusion of that variable, even though not explained in those studies, could be the 

reason why total exports have shown a negative impact on economic growth. 

It is the fact that a variable total trade is the sum of exports and imports. Thus, the 

trend in total trade contains the trend that comes from imports and exports. This is 

the reason why the problem of multicollinearity is very high by reading the 

correlation between total trade, exports and imports. Hence, the abnormal finding can 

be explained by the problem of multicollinearity. 
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CHAPTER SIX 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

6.1 Introduction 

This chapter wraps up this study by providing the summary of the entire study with 

regard to the problem and the objectives as well as the methods used and the 

findings. As the winding up part of the research treatise, the chapter highlights on the 

main conclusions with regard to the findings presented in chapter four and discussed 

in chapter five. It is also important for the audience of any research work to 

understand, based on the findings, what do the researcher recommending to those the 

study concerns and identifying the gaps to be filled by future researchers. 

6.2 Summary of the Study 

This study was motivated by the importance of trade on economic growth in the 

African countries. However, the researcher found a gap in the body of knowledge on 

the trade growth nexus at the intra-regional context; that is, at the level of intra trade 

within economic integrations. Specifically, the study looked at the impact of intra – 

regional imports, exports, total trade and foreign direct investment on economic 

growth. These are the indicators of trade derived from the empirical literature. 

The study used a panel data of 8 regional economic integrations for 20 years from 

1999 to 2018. The eight regional integrations and their country memberships that 

were used are well described in the appendix section under appendix A1. The dataset 

on trade was comprised of exports, imports, total trade and foreign direct investment. 

The imports and exports data was obtained from the United Nations Conference on 

Trade and Development (UNCTAD) website. The data on foreign direct investment 

was obtained from the World Bank’s World Development Indicators website. Total 

trade data was obtained as a sum of exports and imports. 
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The data on the dependent variable was the per capita GDP; and control variables 

were gross capital formation, population growth and inflation rate. These variables 

were obtained from the World Bank’s World Development Indicators website. 

This study therefore used a data of 8 cross sectional units for 20 years, which 

necessitated the use of a fixed impacts panel regression analysis method. This is 

because a fixed impacts method is appropriate for panels in which number of periods 

of time is larger than the number of cr0ss sectional units.  

In general, the study found that intra – regional trade has a positive and significant 

impact on economic growth. 

6.3 Conclusion of the Study 

The study aimed at examining how intra – regional trade affects the economic 

growths of regional economic integrations in Africa. This examination was guided 

by the research objectives, research questions and research hypotheses that are all 

related. The main conclusions with regard to each specific objective are as follows. 

6.3.1 The Impact of Intra-Regional Imports on Economic Growth 

The first specific objective of the study was examining the impact of intra-regional 

imports on economic growth. The related research question was what is the impact of 

intra-regional imports on economic growth? The related hypothesis was that there is 

no effect of intra – regional imports on economic growth. As a result of analysis 

based on true data, the study concludes that intra – regional imports have a positive 

impact on economic growth of a typical economic integration in Africa. The 

researcher therefore can reject the null hypothesis. 

6.3.2 The Impact of Intra-Regional Exports on Economic Growth 

The second specific objective of the study was examining the impact of intra-

regional exports on economic growth. The related research question was what is the 

impact of intra-regional exports on economic growth? The related hypothesis was 
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that there is no effect of intra – regional exports on economic growth. As a result of 

analysis based on true data, the study concludes that intra – regional exports have a 

positive impact on economic growth of a typical economic integration in Africa. The 

researcher therefore can reject the null hypothesis. 

6.3.3 The Impact of Total Intra-Regional Trade on Economic Growth 

The third specific objective of the study was examining the impact of total intra-

regional trade on economic growth. The related research question was what is the 

impact of total intra-regional trade on economic growth? The related hypothesis was 

that there is no effect of total intra-regional trade on economic growth. As a result of 

analysis based on true data, the study concludes that total intra-regional trade has 

negative impact on economic growth of a typical economic integration in Africa. 

Even though with the result, a researcher can reject the hypothesis, the result is 

contradictory to theory and empirics. This contradiction might be caused by the 

existence of serial multicollinearity that exists in the trade variables. This variable, 

total trade has a multicollinearity problem because it contains the features of two 

variables in it, exports and imports. It was computed as a sum of exports and imports. 

6.3.4 The Impact of Foreign Direct Investment on Economic Growth 

The fourth specific objective of the study was examining the effect of foreign direct 

investment on economic growth. The related research question was what is the effect 

of foreign direct investment on economic growth? The related hypothesis was that 

there is no effect of foreign direct investment on economic growth. As a result of 

analysis based on true data, the study concludes that foreign direct investment has a 

positive impact on economic growth of a typical economic integration in Africa. The 

researcher therefore can reject the null hypothesis. 

The conclusion is, intra–regional trade has a positive impact on economic growth 

within regional economic integrations in Africa. 
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6.4 Rec0mmendations of the Study 

As established by this study’s conclusion, the researcher acknowledge the 

importance of trade within economic regions as a source of economic growth of 

regions and hence countries making up that region. To improve the importance of 

trade in Africa, the value and volume of trade needs to be improved. For that to be 

achieved, the researcher proposes that import substitution should be the major goal of 

African countries. The goods that were imported from, China for example, can be 

imported from among African countries. That means, the money that was flowing 

out to China, is now flowing within. Thus, finally the researcher recommends that 

African countries improve and diversify their production capacities as one of the 

ways to boost economic growth and hence welfare of the Africans. 

6.5 Limitations of the Study 

This study was limited in three ways. Firstly in the lack of intra-regional foreign 

direct investment data. This limitation was brought by the fact that, to most African 

countries, foreign direct investment commonly comes from developed countries into 

Africa. Thus, since the intra – regional FDI is very small; its data in the UNCTAD 

website was not available. Also, even though most literature uses it as one of the 

trade indicators, it is not a trade variable and hence it is not the interest of UNCTAD 

to maintain its data. 

Secondly, the study planned to use human development index as one of the control 

variables in analysis. However, this data was not available in the source (World 

Bank), for all Africa countries. Thirdly, the study lacked representation of the IGAD 

economic integration as its trade data was not available in the UNCTAD database. 

These limitations were all out of the researcher’s control and might have affected the 

results in one way or another. 
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6.6 Areas for Further Research 

This study assessed how trade within an economic integration in Africa affected the 

growth of the economic region. However, this study dealt with intra – regional trade 

in aggregate. The researcher suggests that trade among African countries in their 

respective regions is largely made up of raw materials, minerals and manufactured 

goods. The researcher suggest future researches to focus specifically these product 

components that makes up the total trade, in assessing how each affects growth 

within the regions. 
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APPENDIX 

A1: The List of Countries in the Africa’s Economic Integrations 

Economic 

Integration 
Establishment List of Member Countries 

Economic 

Community of 

West African 

States (ECOWAS) 

May 28, 1975 Benin, Burkina Faso, Cape Verde, Côte 

d’Ivoire,  Gambia, Ghana, Guinea, Guinea-

Bissau,  Liberia,  Mali,  Niger, Nigeria, 

Senegal,  Sierra   Leone,  and Togo. 

Economic 

Community of 

Central African 

States (ECCAS) 

October 18, 

1983 

Angola, Burundi, Cameroon, Central Africa 

Republic, Chad, Republic of the Congo, 

Democratic Republic of the Congo, Equatorial 

Guinea, Gabon, Rwanda, and São Tomé and 

Príncipe 

Arab Maghreb 

Union (AMU) 

February 17, 

1989 

Algeria, Libya, Mauritania, Morocco, and 

Tunisia. 

Southern African 

Development 

Community 

(SADC) 

August 17, 

1992 

Angola,    Botswana, Democratic Republic of 

the Congo, Lesotho, Madagascar, Malawi, 

Mauritius,  Mozambique,  Namibia,  

Seychelles,  South  Africa, Swaziland, 

Tanzania, Zambia, and Zimbabwe 

Common Market 

for Eastern and 

Southern Africa 

(COMESA) 

December 8, 

1994 

Burundi,    Comoros,    Democratic  Republic  

of  the  Congo,  Djibouti,  Egypt,  Eritrea,  

Ethiopia,  Kenya,  Libya,  Madagascar,  

Malawi,  Mauritius,  Rwanda,  Seychelles,  

Sudan,  Swaziland, Uganda, Zambia, and 

Zimbabwe. 

Intergovernmental 

Authority on 

Development 

(IGAD) 

April 1995 Djibouti, Eritrea, Ethiopia, Kenya, Somalia, 

South Sudan, Sudan, and Uganda. 
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Community of 

Sahel-Saharan 

States (CEN-SAD) 

February 4, 

1998 

Benin, Burkina Faso, Central African 

Republic,  Chad,  Comoros,  Côte  d’Ivoire,  

Djibouti,  Egypt,   Gambia,   Ghana,   Guinea,   

Guinea-Bissau,   Kenya,   Liberia,   Libya,   

Mali,   Mauritania,   Morocco,   Niger, 

Nigeria, São Tomé and Príncipe, Senegal, 

Sierra Leone,  Somalia,  Sudan,  Togo,  and  

Tunisia. 

East African 

Community 

(EAC) 

November 30, 

1999 

Burundi, Kenya, Rwanda, South Sudan, 

Tanzania, and Uganda. 

Source: UNCTAD (2018c) and (Google Search on Years of Establishments) 


