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I. INTRODUCTION

Studies has provided insights into why llmjc 1S dil"l'cl.'cncc in the grgwlh mlcl (il'l‘ilc Lwnon,]oyV:lIn\I::int (1)];:;(;“11,2
and that the level at which an economy will grow, is also dclcrmmc‘d‘by.vl 15--(4111()“’.}5':(‘:5\;6({ ke,
her tax and expenditures. Studies on the growth of an economy and its dnv‘cfs 1'dV‘L‘ re 7 CO:lmW‘g wwmmcl
scholars but with differing evidences. Abata, et al., (2()12), 0bseryed that the expansion of ¢ y’S T

Gross Domestic Product (GDP) or output represents its Economic growth.

Ulku( 2004) emphasized that variation in the 48 cqunlrics o‘l'lhc region urc'cxlil.'cmclyv hlgé],ltlf%‘y vz{?fi ]\nl s‘ll/lc
and the economic history, with many small countries and giants such as ngcna. In subi m.dl.a’n‘l/‘ l' fc. g
social and economic situation, remains delicate and susceptible to d.omcsllc zmq external shocks 1 uv\u?luuls
in sub-Saharan Africa has remained subdued, and efforts to diversify economic structures zm.d boost glOV\:l]
has been limited (Nkurunziza and Bates, 2004). More so, there have been severe sctbagks n developmgn
cftorts of countries that have recently emerged from civil wars whereas l‘rc;;h armed conﬂlct_s have @’upt(:;i_ n
other parts of the continent. Adverse conditions, such as poor weather conditions and decline in trade inclu mg.
conflicts, have led to loss in the drive of economy of this region over the last two decades (Ulku, 2004;
Nkurunziza and Bates, 2004). . ‘
Therefore, the countries in this region are faced with key challenges such as raising economic growth, curbing
poverty, reducing conflicts, also trying to integrate itself into the growing world economy. Although, glro“_/th
in the economy is still not high enough (Nkurunziza and Bates. 2004) to cause an. actual change in the
prevailing poverty and enable these countries to compete with other developing countries.

2. LITERATURE REVIEW

Ullah and Rauf (2013) noted that whenever there is increase in real GDP of a country it will boosts up thg
overall output and we called it economic growth. The economic growth is helpful to increase the incomes of

the society, help the nation to bring the unemployment at low level and also helpful in the deliveries of public
services,

Fadare (2010) noted that growth in economy has long been considered an im
in economy with a substantial body of research dedicated to explaining how t
Khorravi & Karimi (2010) observed that cconomic growth is largely linked t
production, The development of the endogenous growth theory has encour
of other factors in cxplaming the economic growth phenomenon,
Economic growth in sub-Saharan Africa

According to Andersan and Tarp (2003), there is weak evidence of growth-led finance using market size as
the indicator of stock market development. In summary, the picture that emerges from the different
econometric studies is blurred. In cross-section studies there is a positive correlation between financial
development and growth, but in the poorest countries the correlation is negative. In individual-country studies.
different causal patterns between financial development and economic growth are characteristic. In some
countries, finance seems to lead growth, while there is reverse causality or no clear causal link elsewhere.

Moreover, conclusions are very sensitive to the type of estimator used and slight changes in nuisance
parameters often change the results.

Research and development (R&D) is another important determin
th economic progress by way of increasing producti

portant aspect of policy making
his aspect can be achieved.

o labour and capital as factors of
aged specialists to question the role

ant of economic growth. It plays a major role
vity and growth (Artelaris er al., 2007) since the increased
uperior products and processes. This role has been stressed

by various endogenous growth models with the strong relation between R&D and economic growth being

empirically affirmed by many studies.
Econom.ic policies and macroeconomic conditions have also
cconomice performance., Thig is because they can set the [rame
(Barro and Sala-i-Manin,
investment in human capit
stable macroeconomi

altracted much attention as determinants of
work within which economic growth takes place
1995). Economic policies can influcnce several aspects of an economy through
al‘ and infrastructure, improvement of political and legal institutions. In addition, a
€ eénvironment may favour growth through the reduction of uncertainty, whereas
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macroeconomic instability may have a negative impact on growth through its effects on productivity and
investment.

Openness to trade has also been used extensively in the economic growth literature as a major determinant of

growth performance (Artelaris er al., 2007). Openness ul'l"ccls‘ccunmn'ig‘grpwlh 1‘l1mugh chcl‘i.l] clmm:wls such
as exploitation of comparative advantage, technology transfer and diffusion of l.mmvlctl{,{,c, IHCI'L"ZL\‘IHE( scale
economies and exposure to competition. Openness is usually measured by the ratio of exports to GDP (Dollar
and Kraay, 2000). It has been found that economies that are more open to trade and capital flows hayve higher
GDP per 'cupilu and grow faster. . | o | £
Foreign Direct Investment (I'DI) has recently played a crucial role of 1ntcrnulxomIl'/.,mg economic acuv?ty and
as a primary source of technology transfer and economic growlh. The cm.pu'xcul. lltgl'}llLll'c cxamining the impact
of FDI on growth has provided more-or-less consistent findings affirming a significant positive link between
the two (Lensink and Morrissey, 2006).

3. METHODOLOGY

Nature and Data Sources

The nature of the data used for this study was a cross-sectional and time series data which is a secondary
source of data collected from International Monetary Fund (IMF) and World Bank Data websites of selected
sub-Saharan Africa countries spanning from 2003 to 2012.

Given the wide geographical location of African continent, studying countries of African continent though not
impossible could be cumbersome. While this could be technically possible at least within the context of this
work, a sample was considered ideal to be used for this study which include: Nigeria, South Africa, Burkina
faso, Egypt, Uganda, Ethiopia, Ghana, Kenya, Tunisia, Angola, Morocco, Cote d’Ivoire, Mali, Benin,
Madagascar, Namibia, Seychelles, Sicrra [Leone, Togo.

Model Specification

Many research work has been carried out on the use of' pooled OLS and other economic models such as random
effects and fixed effect model on the impact on many micro and macro-economic theory and policies. Research
conducted by Tina Vuko and Marko Cular (2014) who used pooled cross-sectional model to establish
dependencies of audit opinion, leverage, profitability, audit effort, absolute level of total accruals, company
size and audit committee on Audit delay or reporting. In order to test our hypotheses on the impact of the
macro-economic variables on economic growth, we estimate the following pooled cross-sectional regression:
EGit =a+ ﬂGRit F }/OTM oI 6URLL S OFFH- aF C

Where EG = economic growth (dependent variable), GR = government revenue, OT = degree of openness to
trade, UR = urbanization, FI = fiscal freedom, 7 denotes the different sub-Saharan African countries in the
sample and t denotes the time dimension. While €j¢ 18 the random error for country / and year t.

However before proceeding on fitting such model, the panel diagnostics tool of Hausman, H statistic which is
a unit scalar from a positive definite matrix and distributed as chi-square distribution would be used to identify
whether fixed effect model or random effect model is best for this research work, while also running a

background check on the model diagnostics to ensure conformance with assumptions such as normality,
heteroscedasticity among others.

Techniques of Analysis

The economic pooled cross-sectional model was proposed

whether or not relationship exist between the dependent variable and the stated set of predictors variables
which are measured on continuous scale, the parameters cstimates are cxpected to be linear while it is also
expected that the predictors (independent variables) be as independent/uncorrelated as much as possible,

should this assumption fail, multicollinearity set in which renders the results inconsistent and inaccurate.
Panel Data Estimation

Panel data or longitudinal data sets are defined

for this research work among others to establish

as one that combine time series and cross sections, in other
words panel data sets are repeated measurements at different points in time on the same unit such as an

individual, household, industry, firm or, in this case, country. Estimations based on panel data sets can
therefore capture variation in cross sectional units over time. However, modelling in this setting requires more
complex stochastic specifications. The main focus of the analysis when using panel data is the
heteroscedasticity daCToss cross-sectional units (Greene (2002); Wooldridge (2002))
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s%% corresponds to statistically significant at 5%.

Table 4 Multico-llinearity diagnostic test

Factor/ Variable Multicollinearity Diagnostic Test R
‘ ~ Tolerance rate Variance Influence Factor (VIF)
' GR 0.612 15633

oT 0.696 1437
: UR 0.653 85 3il)
i FF 0.933 1.072

Multicollinearity is a serious case if tolerance rate < 0.4, and VIF > 10.

Table 4 above shows the testing of multicollinearity using Tolerance rate and VIE. There is serious case of
multicollinearity whenever the tolerance rate is less than 0.4 and the VIF is greater than 10. Hence, since the

result of the test shows that no tolerance rate is less than 0.4 and no VIF is greater than 10, we conclude that
the model fitted does not suffer from the problem of multicollinearity.

S. CONCLUSION

This study has attempted to fit a parsimonious model that best predict economic growth of the sub-Saharan
Africa using the Pooled OLS model which pools the countries together and considers them the same, thereby
minimizing error that may arise between them. This study further attempts to ascertain the combined effect of
the macroeconomic variables - Government revenue (GR), Urbanization (UR), Openness to trade (OT) and
Fiscal freedom (FF) on Economic growth (EG). The study also fitted a Fixed Effect model to best explain the
unobserved effect present in this countries that is, in terms of the individuality and heterogeneity of each of
the country. We found out that Government revenue, Urbanization, Openness to international trade have a

positive and significant effect on the economic growth of the region while that of Fiscal freed
Implying that Government revenue has a negative mp

of having a positive impact on economic growth.
Some key recommendations made from the findin

om was positive.
acton the economic growth which contradicts the theory

gs of this study were first, improving and strengthening the
components of economic freedom (fiscal freedom) will certainly create a more pleasant investment climate

favorable for businesses to flourish. Since a business environment consistent with economic freedom can foster
economic growth in order to attract inflows of investors. Secondly, Openness to trade is another important
predictor for driving growth but must be cautiously allowed in order not to discourage indigenous
manufacturers. Thirdly, excessive and unnecessary spending of the generated revenue by the governments of
these countries should be drastically reduced and continuity in government projects should be encouraged.
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