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ABSTRACT

External Debt has become a serious issue of concern among the sub-Saharan African
countries because of the rising burden of debt servicing. The main objective of this
study is to examine the impact of external debt and corruption on economic growth of
the selected five SSA countries from 1990 to 2015, using two-gap and the modified-
Solow growth models. Panel Unit Root and Panel Cointegration tests were employed
to test for stationarity of the series and the long run relationship respectively. FMOLS
estimation technique was then employed to examine the long-run coefficients of the
variables of the model, and panel granger causality test, in order to examine the
direction of causality among the variables. The results indicate that there is negative
relationship between external debt and economic growth, as well bi-directional
causality between the two variables. The results also indicate a positive relationship
between corruption and economic growth, as well as the existence of no causality
between the two variables. The study therefore recommends that the governments
should address the menace of the rising debt through the adoption of other sources of
capital for investment, such as more openness of the economy for more capital, by
easing the restrictions on genuine imports and exports of valuable goods and services.
It also suggests that the issue of corruption be tackled head-on, by such penalties that
tend to make corruption less attractive.

Keywords: external debt, SSA, corruption, FMOLS, economic growth



ABSTRAK

Hutang luar negara telah menjadi satu isu serius yang membimbangkan di kalangan
negara-negara sub-Sahara Afrika kerana peningkatan beban dalam khidmat hutang.
Objektif utama kajian ini adalah untuk mengkaji kesan hutang luar negara dan rasuah
keatas pertumbuhan ekonomi lima negara SSA yang terpilih dari tahun 1990-2015,
dengan menggunakan Model Dua Jurang dan ubahsuai pertumbuhan Solow. Panel
Unit Root dan ujian Panel kointegrasi telah digunakan untuk menguji kepegunan siri
dan hubungan jangka panjang masing-masing. Teknik anggaran FMOLS juga
digunakan untuk mengkaji pekali pemboleh ubah jangka panjang dalam model, dan
ujian penyebab Granger panel, untuk memeriksa arah sebab akibat antara
pembolehubah. Keputusan menunjukkan bahawa terdapat hubungan negatif antara
hutang luar negera dan pertumbuhan ekonomi, serta dua arah sebab akibat antara
kedua-dua pembolehubah. Keputusan juga menunjukkan hubungan yang positif antara
rasuah dan pertumbuhan ekonomi, serta kewujudan tiada sebab akibat antara kedua-
dua pembolehubah. Oleh itu, kajian ini mencadangkan bahawa kerajaan perlu
menangani ancaman hutang yang semakin meningkat melalui penggunaan sumber-
sumber modal untuk pelaburan, seperti keterbukaan ekonomi untuk menarik lebih
modal, dengan melonggarkan sekatan ke atas import dan eksport tulen barangan dan
perkhidmatan berharga. la juga mencadangkan isu rasuah boleh ditangani secara
paksaan, sebagai contoh penalti yang cenderung menjadikan rasuah itu kurang
menarik.

Kata kunci: hutang luaran, SSA, rasuah, FMOLS, pertumbuhan ekonomi
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CHAPTER ONE

INTRODUCTION

1.0 Overview of the Sub-Saharan African Countries

The United Nations describes the sub-Saharan Africa (SSA) countries as all African
countries located on the south of the Sahara, fully or partially. The region comprises
46 out of the 54 countries in Africa (United Nations Development Programme, 2016).
The SSA countries chosen are shown in the map in Figure 1.1, and described

thereafter.

Figure 1.1
Map of SSA Showing the Selected Countries
Source: Google Map
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