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ABSTRACT

Despite the abundant research on institutional quality and development, little has
been done to examine the impact of institutional quality on human development in
Sub-Sahara African (SSA) countries. Many institutions in the SSA are problematic
because of weak rules of law, high level of corruption, poor bureaucratic quality and
low property rights which have resulted in low level of human development,
standard of living, educational attainment and life expectancy. Institutions and
economic transformations through human development have become the central
focus of the development agenda in developing countries.The objective of this study
evaluates the relationship between institutional quality and human development in
SSA countries from 2005 to 2013. The study used secondary data which were
sourced from World Bank governance indicators and Transparency International.
The empirical analysis used both static and dynamic panel data. The study
aggregated and disaggregated human development indicator into three components
namely; standard of living, educational attainment and life expectancy. The SSA
countries are divided into low income and lower middle-income countries. The
empirical results of fixed effects model, random effects model and the General
Method of Moments (GMM) produced similar outcomes. The results suggest that
institutional quality contributes to the low level of human development of SSA
countries. In addition, most of the investigated countries exhibits mixed performance
in terms of the institutional quality and human development. Nevertheless, the
results signify that institutional quality plays vital role in human development in the
SSA countries. Consequently, the study recommends policies such as economic and
political reforms to strengthen the institutional quality, to fight corruption, to enforce
strong law for effective regulations and implementation in the region. Finally, human
development capabilities need urgent attention to improve the standard of living of
the people and to attain their yearnings and aspirations in life.

Keywords: human development, institutional quality, panel data methods, Sub-
Saharan Africa countries



ABSTRAK

Walaupun banyak penyelidikan telah dijalankan keatas kualiti institusi dan
pembangunan, namun kurang kajian mengenai kesan kualiti institusi ke atas
pembangunan insan terutamanya di negara-negara Sub-Sahara Afrika (SSA).
Kebanyakan institusi di negara-negara SSA bermasalah disebabkan oleh undang-
undang yang lemah, tingkat amalan rasuah yang tinggi, kualiti birokrasi yang lemah,
dan sistem hak harta benda yang lemahsehingga menyebabkan tahap pembangunan
insan, kualiti hidup, tahap pencapaian pendidikan danjangka hayat yang rendah.
Institusi dan transformasi ekonomi melalui pembangunan insan telah menjadi
tumpuan utama dalam agenda pembangunan di negara-negara membangun. Kajian
ini bertujuan untuk menilai hubungan antara kualiti institusi dan pembangunan insan
di negara-negara SSA dari tahun 2005 hingga 2013. Kajian ini menggunakan data
sekunder yang diperoleh daripada petunjuk tadbir urus Bank Dunia danTransparency
International. Analisis ini menggunakan data panel statik dan dinamik.Kajian ini
mengagregat dan memisahkan pembangunan insan kepada tiga komponen iaitu taraf
hidup, pencapaian pendidikan dan jangka hayat. Negara-negara SSA terbahagi
kepada dua iaitu negara berpendapatan rendah dan negara berpendapatan sederhana
rendah. Keputusan analisis empirik yang menggunakan model kesan tetap, model
kesan rawak dan Kaedah Umum Momen (GMM) menunjukkan keputusan yang
sama. Keputusan menunjukkan bahawa institusi kualiti menyumbang kepada tahap
pembangunan insan yang rendah di negara-negara SSA. Di samping itu, kebanyakan
negara-negara yang dikaji mempamerkan prestasi bercampur-campur dari segi
kualiti institusi dan pembangunan insan. Bagaimanapun, keputusan mengesahkan
bahawa kualiti institusi memainkan peranan penting dalam pembangunan manusia di
negara-negara SSA. Oleh itu, kajian ini mencadangkan dasar-dasar seperti reformasi
ekonomi dan politik bagi mengukuhkan kualiti institusi, memerangi rasuah,
menguatkuasakan undang-undang yang ketat bagi regulasi dan perlaksanaan yang
efektif. Akhir sekali, keupayaan pembangunan manusia memerlukan perhatian
segera jika inginkan kesan yang berganda terhadap kualiti hidup rakyat bagi
memenuhi keinginan dan aspirasi dalam kehidupanmereka.

Kata kunci: pembangunan insan, kualiti institusi, kaedah data panel, negara Sub-
Sahara Afrika

Vi



ACKNOWLEDGEMENTS

Knowing that we stand on His pillar of Grace, my gratitude goes first and foremost
to the Alpha and Omega, Jehovah Elohim, Rapha, Chereb, Shalom, Almighty God,
who created me in His own image and likeness and continued to guard and guides
my every step in the journey of life. All things are possible only by Your Might!
Yesterday the journey was so long and endless, but You have made it a reality. |
thank the Almighty God, the source of wisdom, power, and protection for His
inestimable blessings over my life.

I would like to offer my sincerest gratitude to my amiable and articulate supervisor,
Associate Professor Dr. Sallahuddin Hassan. In fact, | am very fortunate to secure his
supervision. He has devoted much time and thought to correcting the entire work in
spite of his much research work, teaching and administrative duties. Without his
unconditional support and insightful feedback, none of this would have been
possible. Specially, | am eternally grateful to him for his guidance and patience
throughout my studies at Universiti Utara Malaysia (UUM). Words cannot express
how appreciative | am for everything he has done. He gave me the motivation and
confidence necessary to complete my doctoral studies. His maturity, intelligence,
understanding and comments made this journey possible. May Allah out of his
infinite mercy bless Associate Professor Dr. Sallahuddin Hassan and his entire
family with jannatul Firdaus Amen.

I am also greatly indebted to Professors B.O. Omojimite, C.O.Orubu, P.C. Egbon
and D.G. Omotor of the Delta State University, Abraka, Nigeria, for their stimulating
conversations that served as a constant inspiration to conduct research to the best of
my abilities. They are constant reminder of what | aspire to be. To all my
acquaintances so numerous to mention, thanks for being there always. A special
thanks you to all the staff of School of Economics, Banking and Finance (SEFB),
UUM for their service throughout my programme at UUM.

I must also extend sincere appreciation to the Tertiary Education Trust Fund for
providing financial support through my employer: Delta State University, Abraka.
My employer complemented TET Fund by releasing me for the study, | am indeed
grateful.

A special gratitude goes to my dearest wife Christy Ukonomare Ejuvbekpokpo. Your
understanding, patience, encouragement and prayers gave me a very high moral and
sense of direction. Your ability, foresight and courage to face the daily challenges of
managing the family in my absent is a thing of pride to me. May Almighty God
strengthens you, give you more wisdom and accord you with His grace, peace and
protections. Equally, the understanding and prayers of my children add aptitude to
the courage | have in the PhD journey | appreciate you all.

Finally, all gratitude be to Jehovah God the most high with whose mercy and grace
all good things are been accomplished. This work is dedicated to my late parents.

vii



TABLE OF CONTENTS

TITLE PAGE
CERTIFICATION OF THESIS
PERMISSION TO USE
ABSTRACT

ABSTRAK
ACKNOWLEDGEMENT
TABLE OF CONTENTS

LIST OF TABLES

LIST OF FIGURES

LIST OF ABBREVIATIONS

CHAPTER ONE INTRODUCTION

1.1 Introduction

1.2 Background of the Study
1.2.1 Institutional Quality
1.2.2 Human Development

1.3 Problem Statement

1.4 Research Questions

1.5 Obijectives of the Study

1.6 Significance of the Study

1.7 Scope of the Study

1.8 Organization of the Study

CHAPTER TWO LITERATURE REVIEW
2.1 Introduction
2.2 Theoretical Review of Institutional Quality and Human Development
2.2.1 Definition, Types and Roles of Institution
2.2.2 Theory of Institutional Quality
2.2.2.1 Measurement and Indicators of Institutional Quality

viii

Page

iiv

Vi
Vii
Xi
Xii

Xiii

© N P PR

15
19
19
20
21
22

23
23
23
24
32
35



Page

2.2.2.2 Theory of Imitation, Adaptation and Innovation in

Institutional Development 36

2.2.3 Qualities of Institutions 38
2.2.3.1 Rule of Law 41

2.2.3.2 Secure Property Right 43

2.2.3.3 Corruption 44

2.2.3.4 Bureaucratic Quality 48

2.3 The Concept of Human Development 50
2.4 Theory of Human Development 54
2.5 Empirical Review of Institutional Quality and Human Development 66
2.5.1 Institutional Quality and Standard of Living 75
2.5.2 Institutional Quality and Educational Attainment 78
2.5.3 Institutional Quality and Life Expectancy 83

2.6 Literature Gap 86
2.7 Conclusion 87
CHAPTER THREE METHODOLOGY 88
3.1 Introduction 88
3.2 Theoretical Framework 88
3.3 Model Specification 90
3.4 Justification and measures of Variables 93
3.4.1 Human Development 93
3.4.2 Life Expectancy 95
3.4.3 Standard of Living 97
3.4.4 Educational Attainment 97
3.4.5 Rule of Law 98
3.4.6 Property Rights 99
3.4.7 Corruption 100
3.4.8 Bureaucratic Quality 101
3.4.9 Government Expenditure 101
3.4.10 Infrastructural Facilities 102
3.4.11 Hospital Facilities 103



3.5
3.6

3.7

3.8

CHAPTER FOUR RESULTS AND DISCUSSION

4.1
4.2
4.3

3.4.12 School Facilities

3.4.13 Labour Force

Sources of Data

Method of Analysis

3.6.1 The Pooled Ordinary Least Squares
3.6.2 Random Effects Model

3.6.3 Fixed Effects Model

3.6.4 Generalized Method of Movement
Diagnostic Checking

3.7.1 Test for Random and Fixed Effects
3.7.2 Hausman Test

3.7.3 Multicolinearity Problem

3.7.4 Heteroskedasticity Problem

3.7.5 Autocorrelation Problem

3.7.6 Correlation Test

Conclusion

Introduction
Descriptive Statistics
Correlation Analysis

4.4 Panel Analysis of Institutional Quality

4.5 Institutional Quality and Human Development in Low and Lower

4.4.1 Generalized Method of Moment

4.4.2 Model 1: Institutional Quality and Human Development
4.4.3 Model 2: Institutional Quality and Standard of Living
4.4.4 Model 3: Institutional Qualities and Educational Attainment

4.4.5 Model 4: Institutional Qualities and Life Expectancy

Middle Income

4.5.1 Model 5: Institutional Quality and Human Development in

Low-income Countries

4.5.2 Model 6: Institutional Quality and Standard of Living in

X

Page
104
104
106
106
108
110
111
112
115
115
116
116
117
117
118
119

120
120
120
123
128
129
130
138
144
149

155

156



4.6
4.7
4.8

Low-Income Countries

163

Page

4.5.3 Model 7: FEM on Institutional Quality and Educational

Attainment Low-Income Countries 170
4.5.4 Model 8: Institutional Quality and Life Expectancy in Low-Income

Countries 176
4.5.5 Model 9: Institutional Quality and Human Development in  Lower-

Middle Income Countries 184
4.5.6 Model 10: Institutional Quality and Standard of Living in Lower

Middle - Income Countries 189
4.5.7 Model 11: Institutional Quality and Educational Attainment in Lower

Middle-Income Countries 194
4.5.8 Model 12: Institutional Quality and Life Expectancy in Lower

Middle- Income Countries in SSA 201
Summary Of Statistical Result, Pattern And Interpretations 207
Differences between Panel data and GMM 211
Conclusion 214

CHAPTER FIVE SUMMARY OF FINDINGS, POLICY IMPLICATIONS
AND RECOMMENDATIONS

5.1
5.2
5.3
5.4
5.5

Introduction

Summary of Findings

Contributions of the Research and Limitations of the Study
Suggestions for Policy Recommendation

Directions for Further Research

REFERENCES

Xi

215
215
215
216
218
223

224



LIST OF TABLES

Table

Table 1.1 Institutional Quality of Sub-Saharan Africa

Table 4.1 Descriptive Statistics of Variables

Table 4.2 Spearman Correlation of HDI and other explanatory variables
Table 4.3 Spearman Correlation of PCY and other explanatory variables
Table 4.4 Spearman Correlation of EDU and other explanatory variables
Table 4.5 Spearman Correlation of LEX and other explanatory variables
Table 4.6 Summary of Hausman Test Results

Table 4.7 Institutional Quality and Human Development

Table 4.8 Institutional Quality and Standard of Living: Random Effect
Table 4.9 Institutional Quality and Educational Attainment: Fixed Effect
Table 4.10 Institutional Quality and Life Expectancy: Random Effect

Table 4.11 Institutional Quality and Human Development in Low-Income:

Random Effect Model

Table 4.12 Institutional Quality and Standard of Living in Low- Income
Countries

Table 4.13 Institutional Quality and Educational Attainment in
Low-Income Countries: Fixed Effect

Table 4.14 Institutional Quality and Life Expectancy in Low- Income
Countries: Fixed Effect

Table 4.15 Institutional Quality and Human Development in Lower
Middle-Income Countries: Fixed Effect

Table 4.16 Institutional Quality and Standard of Living in Lower
Middle-Income Countries: Fixed Effect

Table 4.17 Institutional Quality and Educational Attainment in Lower
Middle-Income Countries

Table 4.18 Institutional Quality and Life Expectancy in Lower
Middle Income Countries: Fixed Effect

Table 4.19 Summary of the Results of Hypotheses/Models
Xii

Page

122
124
125
126
127
128
132
139
145
151

158

165

175

177

185

189

196

202
207



LIST OF FIGURES
Figure

Figure 1.1 Political Map of Sub-Saharan Africa countries
Figure 1.2 Human Development Index by Countries, 1980 — 2013
Figure 1.3 Human Development Index Trend, 2005-2013 of SSA

Figure 3.1 Theoretical Framework: Components of Institutional Quality
and Human Development

Xiii

Page

11
12

89



ADB

AU

SSA
ECOWAS
HDI
UNDP
MDGs
SADC
CEMAC
EAC
GDP

RLI

Cl

BQI

PRI
MDGs
GMM
NEPAD
HCDT
EBRD
OECD
ICRG

IFI

PCSE
UNCTAD
UNECA
UNESCO

UNICEF
WDI
WGI

LIST OF ABBREVIATIONS

African Development Bank

African Union

Sub Saharan Africa

Economic Community of West African State

Human Development Index

United Nation Development Programme

Millennium Development Goals

Southern African Development Community

Central African Economic and Monetary Community
East African Community

Gross Domestic Product

Rule of Law Index

Corruption Index

Bureaucratic Quality Index

Property Right Index

Millennium Development Goal Strategy

Generalise Method of Moments

New Partnership for Africa’s Development

Human Capital Development Theory

European Bank for Reconstruction and Development

Organisation for Economic Co-operation and Development

International Country Risk Guide
International Financial Institutions
Panel Corrected Standard Error
United Nations Conference on Trade and Development
United Nations Economic Commission for Africa
United Nations Educational, Scientific and Cultural
Organisation

United Nations International Children’s Emergency Fund

World Development Indicators
World Wide Governance Indicator

Xiv



CHAPTER ONE
INTRODUCTION

1.1  Introduction

Chapter One introduces the entire thesis. Here specifically, Section 1.2 provides
background to the study, with emphasis on institutional quality and human
development. Section 1.3 explains the problems that this study addresses, thereby
pointing out the gaps in the literature. Section 1.4 addresses the research questions of
the study. Section 1.5 provides the objectives of the study, stated in general and
specific form. Section 1.6 explains the significance of the study. Section 1.7
discusses the scope of the study while Section 1.8 addresses the organization of the

study.

1.2  Background of the Study

Africa as a continent consists of five regions (north, west, east, central, and south).
With the exception of North African region, the remaining four regions made up the
sub-Saharan Africa. The Sub-Saharan Africa comprised of 48 countries with total
population of about 910.4million people (World Bank, 2013). Sub-Saharan African
countries are infested with high level of poverty, corruption, bureaucratic
inefficiency due to poor and weak institutional quality for sustainable human
development which is caused by state failure, weak and fragile institutions (Ajayi,

2008).
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