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Abstract  

Foreign direct investment (FDI) stimulates economic growth in developing countries significantly. This study 

aimed to examines the influence of FDI inflows on economic growth in developing economies, focusing on 4 

Anglophone and 6 Francophone African countries from 1982 to 2017. The 10 African countries investigated are 

South Africa, Chad, Malawi, Mali, Nigeria, Botswana, Benin, Burkina Faso, Central African Republic and 

Coted’Ivoire. Dynamic Fixed Effect regression was activated using E-view 9.0 computer software. The study 

revealed that FDI significantly influenced economic growth in Africa. While the previous FDI inflows have 

positive impact, the current FDI negatively account for economic growth, particularly in English speaking African 

region.  Other factors that drive economic growth are credit to private sector, gross savings and money supply. 

The study concludes that economic growth responds to FDI inflows in developing African countries. This study 

recommends that developing countries should formulate policies aimed at mitigating the adverse effect of foreign 

direct investment inflows, while encouraging lending institutions to reserve a substantial portion of their loanable 

fund for private sector investment because of the potential they hold in stimulating economic growth.  

 

Keywords: Anglophone, Francophone, Co-integration, Dynamic Fixed Effect, Panel data.  

 

 

Introduction 

Foreign direct investment (FDI) is an essential 

source of financing in Anglophone and Francophone 

African countries. FDI is the commitment of fund to 

obtain ownership interest in a business outside the 

country of the investor (World Bank, 1996). 

Akannegbu and Chizea (2017) asserts that FDI is not 

only concern about transfer of funds, it comprises of 

physical, production techniques, managerial and 

marketing know-how, advertising tactics and a 

whole lot of commercial/operational skills including 

financial strategies such as merger and acquisitions, 

reinvestment of profits and so on. FDI is a booster 

of economic growth in the host country because it 

did not only finance economic activities, but also 

provides technical assistance in that it helps to 

enhance competition among firms in the home front, 

which in turn enhance efficiency of economic 

activities of the firms (Yapatake, Ramadhan & 

Kyissima, 2015).  

 

To enhance foreign participation in domestic 

economic activities, most government in developing 

countries embrace trade liberalization policies 

which open the economy to outside world and 

facilitate private participation in economic 

activities. This no doubt may boost investment 

inflows and improve economic growth.  Before now 

FDI was viewed as retardation to the growth of 

indigenous firms, hence indigenization policies 

aimed at restraining foreign participation in 

domestic business by some countries. For instance, 

between 1970 and 1980s a lot of countries in African 

sub-region like Nigeria embarked on trade 

restrictions as part of import 

substitution/indigenization policy, directed toward 

protecting home industries against foreign 

competition and depletion of foreign reserve 

(Akannegbu & Chizea, 2017).   

However, study has shown that FDI is necessary if 

existing gap between savings and investments in 

Africa is to be contracted (Okon, Augustine & 

Chuku, 2012). As Ajayi (2006) puts it FDI facilitate 

economic growth because it provides a more stable 

form of capital flows than other foreign sources of 

investment.  Foreign funds inflow to developing 

countries aid trade, economic integration and wealth 
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and ultimately advantageous for investment in the 

host countries (Ndiaye & Xu, 2016). It has been 

reported that FDI influence significantly economic 

growth in developing countries (Faruk, 2013; 

Blomstrom & Sjoholm, 1999).  As Kalim (2014) 

situates it, economist claim that foreign investment 

inflows are helpful to developing countries in that it 

makes funds available as well as boost production 

and economic health/status of the receiving 

countries. Indeed, FDI is a tool for poverty 

reduction, employment generation, educational 

enhancement and ultimately better standard of living 

in the host countries. Susic, I., Stojanovic-

Trivanovic, and Susic, M. (2017) asserts that FDI is 

a dominant force in the growth of developing 

countries because it enhances investment, 

technologies, productivity/efficiency via 

transmission of skills, know-how and ultimately 

fueled economic and business activities. 

 

As noted above foreign inflow of funds/investments 

is hypothetically expected to help ameliorate the 

teething troubles of low per capita income, 

dwindling GDP, low savings and investment among 

others. However, developing African countries are 

still bedeviled with these ugly phenomena, hence the 

need to examine the connection between FDI and 

economic output in Africa.   

 

Though the link between foreign direct investment 

and economic growth in Africa has been examined 

empirically, the results are mixed. For instance, 

Adedeji and Ahuru (2016) applied fixed effect 

regression on panel data from 2008 to 2013, while 

focusing on Sub-Sahara African countries. The 

study reported positive but not significant 

association between FDI and economic growth. 

Ndiaye and Xu (2016) examined the impact of FDI 

on economic growth in seven (7) West African 

countries from 1990 to 2012 using fixed effect 

regression and reported that FDI is positively and 

significantly linked to economic growth in West 

Africa. Anwar, Arfan and Fandziah (2015) probed 

FDI and Togo economy from 2000 to 2013 using 

standard regression technique. The result indicated 

that FDI negatively affect GDP growth.   

 

The question to be addressed in this study is ‘does 

FDI has positive and significant impact on the 

economies of English and French Speaking African 

countries individually? This study posits that FDI 

has a positive (negative) and significant effect on 

African economies collectively. The primary 

objective of this study is to probe the effect of 

foreign direct investment on economic growth, with 

special emphasis on English and French Speaking 

African economies. The paper has been divided into 

five parts beginning with the introduction; literature 

review; methodology employed in the study; 

presentation and analysis of results; and conclusions 

and recommendation of the study. 

Theoretical Overview  

The connection amidst financial sector and growth 

of the economy has been recognized theoretically. 

Schumpeter (1911) hypothesized that a developed 

financial system spur innovation, productivity and 

economic growth in that it channeled financial 

resources to investors and industrialists who have 

the potential of transforming the funds to products 

and services. It has been contended that monetary 

policy reform by government of developing 

countries and the liberal policy influence foreign 

capital inflows (Ituma, 2014).  This is in line with 

the supply-led growth hypothesis credited to 

(Levine, 1997) which claim that finance lead to 

economic growth via mobilization of investment 

fund from savers to the investors. The finance led-

growth hypothesis predicts a unidirectional link 

from financial sector to economic growth. It 

presupposes that the existence of financial 

instruments and markets make fund available for 

productive activities and ultimately stimulated 

economic_ growth (Awdeh, 2012).  However, the 

growth-led finance hypothesis, otherwise termed 

demand-following hypothesis pioneered by 

Robinson (1952) opines that economic growth 

inspires the need for financial assets. Financial 

products and financial engineering are propelled in 

part as reaction to economic development. It means 

that the desire for new financial products and 

services increases as the economy expands 

(Tyavambiza & Nyagara, 2015). Therefore, a 

positive relationship from growth to finance is 

expected.  Recently, a two-way link between finance 

and economic expansion was empirically 

established (Demetriades & Hussein, 1996). 

McKinnon (1973) and Shaw (1973) concede to the 

idea that financial advancement promotes upward 

economic activities only if capital is converted to 

productive uses. According to the model, the 

passage is through saving and investment which is 

to a large extent inspired by public policy. The 

public policies that lead to credit restriction, high 

reserve requirement and low interest will discourage 

savings. The consequences will be shortage of funds 

for investment and lower rate of economic 

advancement. Financial liberalization was therefore 

advocated because it has the potential to foster 

growth, since it stimulates competition, high 

demand for fund and ultimately high interest rate 

which is an incentive to savings. 

 

Empirical Evidence   

Asogwa and Osundo (2014) inspected the influence 

of FDI on economic growth in Nigeria, employing 

endogenous growth technique and Granger causality 

from first quarter of 1980 to last quarter of 2009. The 

result revealed that FDI positively affected 
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economic growth, while the Granger causality 

discovered a one-way link moving from FDI (into 

agriculture, manufacturing, telecommunications) to 

economic growth. Tabassum and Ahmed (2014) 

evaluated empirically the influence of FDI flows on 

economic growth in Bangladesh for the period 1972 

to 2011 utilising multiple regression. The outcome 

of the investigation revealed that the association of 

FDI with economic growth is less significant.    

 

John (2016) X-ray the effect of foreign direct 

investment on Nigerian economy beginning 1981 to 

2015 using multiple regression and documented that 

foreign inflow of funds positively and significantly 

determine economic growth for the period 

investigated. Jugurnath, Chuckun and Fauzel (2016) 

studied the influence of FDI on economic growth in 

Sub-Sahara Africa cross-sectionally from 2008 to 

2014, employing Static panel and dynamic panel 

regression. The result discovered that FDI positively 

and significantly influenced economic growth. 

Saibu and Akinbobola (2014) attempted to know if 

globalization and FDI drive economic growth in 

Sub-Sahara Africa, applying Vector Autoregressive 

technique for the era 1986 to 2004. The result 

indicated that other factors accounted for economic 

growth in sub-Sahara Africa except in three out of 

eleven countries investigated were FDI determines 

economic growth significantly. Adedeji and Ahuru 

(2016) endeavoured to find out the association 

which FDI has with economic growth in Sub-Sahara 

African countries for the period 2008 to 2013 using 

panel data model. The result of the fixed effect 

estimation showed FDI is positively but not 

significantly link with economic growth in Sub-

Sahara Africa. Ojewumi and Akinlo (2017) 

examined the interaction amongst FDI, economic 

growth and the environment in Sub-Sahara African 

countries from 1980 to 2013 applying 

autoregressive and error correction tools on panel 

data. The empirical result revealed that a vibrant 

connection exists amidst FDI and economic growth.    

 

Okon, Augustine and Chuku (2012) reconnoitered 

into the link which FDI has with economic growth 

in Nigeria from 1970 to 2008 using simultaneous 

equation in conjunction with three stage least 

squares techniques. The outcome revealed a 

feedback interaction. That is, FDI determines 

economic growth and economic growth influence 

FDI in Nigeria. Awolusi (2012) probed the 

association between FDI and economic growth in 

Nigeria for the period 1970 to 2010, employing 

VECM and causality methods. The causality 

outcome shown that a unidirectional relationship 

running from FDI to economic growth exists.      

 

Akanegbu and Chizea (2017) studied FDI and 

economic growth in Nigeria utilizing OLS and 

causality econometric tools from 1991 to 2014.  The 

study documented a positive and significant 

connection amongst FDI and economic growth. It 

further showed FDI Granger caused economic 

growth. Argiro (2003) surveyed FDI versus 

economic growth in fourteen European Union 

countries applying ordinary regression technique on 

time series and pooled data for the period 1980 to 

1996. Result shown that FDI influenced economic-

growth significantly at both the country level and 

across country.  

 

Adeleke, Olowe and Fasesin (2014) probed into the 

influence FDI has on economic growth in Nigeria 

from 1999 to 2013 using ordinary least squares. The 

outcome of the investigation disclosed FDI 

significantly affected economic growth on a positive 

direction. Olusanya (2013) surveyed the effect of 

FDI on economic growth in Nigeria before and after 

deregulation era (1970 to 2010). The Granger 

Causality estimate indicated two-way (bi-

directional) interaction among FDI and economic 

growth. Anwar, Arfan and Faudziah (2015) x-ray 

how FDI inflows into Togo affect the economy from 

2000 to 2013 using standard regression technique. 

The result indicated that FDI negatively affected 

GDP growth.  

 

Osinubi and Amaghionyeodiwe (2010) attempted to 

know whether FDI determines economic growth in 

Nigeria from 1970 to 2005, applying co-integration 

and parsimonious tools. The result shown that FDI 

has positive and significant link with economic 

growth. Ndiaye and Xu (2016) employed fixed 

effect regression to inquiry the effect of FDI on 

economic growth in seven (7) West African 

countries from 1990 to 2012. The result discovered 

that FDI positively and significantly accounted for 

economic growth in West Africa. Ituma (2015) 

reconnoitered into the influence of foreign private 

investment on the growth of Nigerian economy 

using ECM from 1980 to 2013 and conclude that 

foreign investment enhanced economic activities in 

Nigeria.   

 

Iwedi and Igbanibo (2015) applied Vector 

autoregressive model, co-integration and causality 

methodologies to survey how foreign private 

investment (FPI) affects economic growth in 

Nigeria within the range1970 to 2010. The empirical 

evidence shown that foreign direct investment and 

foreign private investment have a positive and 

significant impact on economic growth separately. 

Faruk (2013) employed correlation matrix and 

simple regression to examine the connection FDI 

has with economic growth in Bangladesh for the 

time 1980 to 2011. Result revealed that FDI 

significantly account for economic growth measured 

by GDP.    
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Susic, Stojanovic-Trivanovic and Susic (2017) 

studied the effect of FDI on economic growth in 

Bosnia and Herzegovina between 2009 and 2015 

using monthly data, correlation and regression 

methods.  Result shown that FDI influenced 

economic growth positively and significantly within 

the period considered. Ebu, Inaya and Bassey (2015) 

explored the effect of foreign capital inflows on 

Nigeria economic performance from 1980 to 2013 

using simple least squares regression. The outcome 

of the investigation disposed that foreign financial 

inflows positively but insignificantly influenced 

economic growth in Nigeria.  

Methodology 

The study adopts cross-sectional research design to 

examine the effect of FDI on economic growth in 

developing Anglophone and Francophone African 

countries. Data was obtained from world 

development indicator (World bank data) for the 

period 1982 to 2017 in 10 African countries- namely 

South Africa, Chad, Malawi, Mali, Republic of 

Benin, Central Africa Rebuplic, Nigeria, Botswana, 

Burkina Faso and Cotedivoire.  

 

The influence of FDI on economic growth was 

capture in line with Ndiaye and Xu (2016) who 

represented the relationship thus: 

 

Y = f(T, FDI, Z) . ………………………………………………………………,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,…..….…(1) 

 

Where Y stand for economic output, T represent technology and Z surrogate for capital.  

 

Empirically the model was stated as: 

 

LGDPt = b0 + biFDI + ……..b3Z + ……+ Eit …………………….…………………………………..…….…(2) 

 

Where: GDP stands for Gross Domestic Product per capita, FDI represent FDI per capita, Z proxy capital.    

 

However, in this study the dynamic panel was estimated, therefore the model is stated thus:  

 

 Yit = b0 + b1(Y-1)it +  ∆(Kt)it + Eit…………………………................................................................................(3) 

 

Where:  Y stands for economic output, Y-1 represents previous economic output, ∆(Kt) is change in explanatory 

variables. Equation (2) above is stated in regression procedure as follows:   

 

LGDPCGit = b0 +b1∆LGDP(-1)it+ b2 ∆FDIIit+ b3∆CPSit + b4∆GSt + b5∆M2t + Eit  ………………………......(4) 

 

Where: 

GDPCGit =  Gross domestic product per capita growth (in US dollar) of countryi at time t proxy for 

economic growth in this study 

FDIIit =  Foreign direct investment inflows into countryi at time t as % of GDP used as major explanatory 

variable 

GSit =  Gross savings for countryi at time t as % of GDP (used to account for the fact that FDI pass 

through investment and savings to economic growth (Shaw, 1973; Mckinnon, 1973)   

CPSit =  Credit to private sector for countryi at time t as % of GDP (to account for the fact that finance 

lead to economic growth through mobilisation of investment fund (Levine, 1997).   

M2it =  Money supply of for country at time t as % of GDP (control variable),  

L =  Natural logarithms, while ∆ stand for change and Eit is the error term  

 b1-b5 are coefficient of the regression. 

 

Data Analysis and Interpretation 

The connection between FDI and economic growth 

in Africa was investigated in this study using fixed 

effect panel regression and E-view 9.0 econometric 

software respectively. Fixed effect is suitable for 

panel data with varied individual and cross country 

observations. Indeed, fixed unbalanced panels, time 

constant unobserved heterogeneity is not an issue in 

fixed effect, as it permits serial correlation and serial 

autoregressive of order 1 (Kudaisi, 2014).     

 

First, we take logarithm of variable with large size 

in them, namely gross domestic product.  It is 

usually believed that time series data has unit root. 

Therefore, to avoid false regression estimation and 

to know the order of integration, the panel unit root 

test was conducted on the variables. The outcomes 

are as presented on table 1 
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Table 1: Panel Unit Root on Variables at Levels 

Variables  Levin, lin and Chu 

(T-stat) 

Im, Pesaran and Shin 

(W-stat) 

ADF-Fisher 

Chi2 

PP-Fisher 

Chi2 

Remark 

 GDPCG -0.2858 1.9037 8.0034 7.6374 Not Stationary 

FDII -3.1586 -2.8596 40.8523 67.0191 Stationary 

CPS -0.5613 -0.6308 25.7673 24.4078 Not Stationary 

GS -2.0273 -2.0147 3.5132 4.1060 Not stationary 

M2 0.0437 -1.6415 38.2237 47.0354 Not stationary 

     Note:   Stationary at 0.05           

Source:    E-view 9.0 output, 2018  

 

The result in the table 1 reveals that only FDII is 

stationary at levels, so we repeated the test at first 

difference. The variables were all stationary. The 

result is as shown in table 2.    

  
Table 2: Panel Unit Root at First Difference  

Variables  Levin, lin and Chu 

(T-stat) 

Im, Pesaran and Shin 

(W-stat) 

ADF-Fisher (Chi2) PP-Fisher 

(Chi2) 

Remark 

 GDPCG -7.8978 -10.1225 133. 271 206.021 Stationary 

FDII -12. 3381 -13.3474 182.727 283.008 Stationary 

CPS -6.5380 -7.7933 107.820 185.100 Stationary 

GS -7.9770 -10.8580 145.145 273.243 Stationary 

M2 -7.3891 -10.0339 134.525 204.162 Stationary 

        Note:   Stationary at 0.05           

Source:       E-view 9.0 output, 2018.    

 

As shown in table 2, all the variables are stable at 

first difference, suggesting they are integrated of 

order 1(I), and that the variables have no trend 

element in them. Therefore, the data were 

transformed to the first difference.   

 

Co-Integration Test 

Co-integration is carried out to ascertain the long-

run relationship amongst the data set. Komolafe, 

1996 in Isede and Izilein (2014) posits that though 

two different units may not be stationary separately, 

they may do so when put together in linear form. The 

Johansen Fisher Panel co-integration test was run on 

the data-set at their first difference. The outcome of 

the co-integration test is displayed in table 3. 

 
Table 3: Co-integration Result  

 

Source: E-view 9.0 output, 2018   

 

The trace statistic in table 3 indicates that more than 

one co-integrating equations exist in the data series, 

suggesting presence of long-run stability amidst the 

variables. Therefore, the null hypothesis of no long-

run association is rejected. The existence of co-

integration implies that at the least any variable can 

be focused on to bring about the required change in 

other variables in the model (Oyewumi & Akinlo, 

2017).    

 

Since the variables co-integrated and were 

stationary at first difference, the study went ahead to 

implement Error Correction Mechanism(ECM). 

ECM is a technique which shows the momentary 

performance of the dependent variable given the 

short-run dissimilarities in the independent 

variables. To estimate the ECM in this study, the 

dynamic model was employed. The dynamic model 

is invoked when a regression equation contains one 

or two lagged values of the dependent variable 

(Gujarati, 2009). To accomplish this, the initial 

model was modified thus:  

 

ΔLGDPCGit = b0 + b1∆LGDPCGit + b2 ∆FDIIit+b3∆CPSit + b4∆GSt + b5∆M2t + ECM-1 + Eit  ……………..….(5) 

 

Where Δ stands for change, ECM is the short form of Error Correction Mechanism; the variables are as stated 

earlier.  

 

No. of Rank    Trace Statistic Max.Eigen Statistic   

R= 0 107.7 *  64.69*   

R= 1 52.96 * 31.11** 

R= 2 33.96**  19.89 

*, ** Reject hypothesis at 0.01 and 0.05 level.  
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The study employed Fixed Effect panel regression 

to inspect the impact of the explanatory variables on 

economic growth.  

To ascertain the suitability of the model, the 

Redundant Fixed Effect Tests was carried out. The 

outcome is as highlighted in table 4.  

 
 

Table 4: Redundant Cross-section and Period Fixed Effect Tests 

Effects  Statistic Probability 

Cross-section F 1593.9091* 0.0000 

Cross-section Chi2 1358.1205* 0.0000 

Period F 18.3118* 0.0000 

Period Chi2 391.6274* 0.0000 

Cross-section/ Period F 346.2613* 0.0000 

Cross-section/ Period Chi2 1371.3164* 0.0000 

* Significant at 0.01 level.  

  Source:    E-view 9.0 regression output, 2018 

 

The result in table 4 demonstrates that the fixed 

effect model is suitable for this study, as all the 

effects diagnostic test are significant at 5% level, 

signifying the acceptance of the model.  Based on 

the outcome the regression procedure was 

conducted.  

 

First, the analysis was carried out using a 

combination of Anglophone and Francophone data 

set (The entire 360 observations).  Thereafter, the 

data was segmented on the basis of Anglophone and 

Francophone regions and the regression repeated. 

The outcomes of the fixed effects panel regression 

estimations are highlighted in table 5 below:  

 
Table 5: Fixed effect Regression Estimation Results with DLDGPCG as dependent variable 

 Francophone Anglophone Both Regions 

VARIABLES COEFF. T.STAT COEFF. T.STAT COEFF. T.STAT 

DLGDPCG(-3) 0.4615 6.3459(0.0000)* 0.2537 2.9775(0.0038)* 0.2589 5.2690(0.0000)* 

DFDII(-3) 0.0126 6.0183(0.0000)* 0.0174 2.1783(0.0321)** 0.0074 3.4478(0.0007)* 

DFDII 0.0044 1.3900(0.1666) -0.0679 -7.3332(0.0000)* -0.0082 -2.5635(0.0109)* 

DCPS 0.0018 0.7566(0.4505) 0.0014 0.6802(0.4982) 0.0036 2.6036(0.0097)* 

DGS 0.0085 3.8769(0.0002)* 0.0099 3.3871(0.0011)* 0.0051 3.7242(0.0002)* 

DM2 -0.0008 -0.3145(0.7536) -0.0120 -4.2700(0.0001)* -0.0046 -2.6535(0.0084)* 

ECM-1 -0.5127 -6.8056(0.0000)* -0.6133 -6.7149(0.0000)* -0.6767 -12.7231(0.0000)* 

R-2 0.9977 0.9912 0.9954 

Adj.R-2 0.9970 0.9870 0.9945 

F. Statistic 1484.217(0.0000)* 236.8546(0.0000)* 1240.34(0.0000)* 

DW 1.5985 1.9536 1.8464 

*, ** Significance at 1% and 5% respectively. 

Note: Probability reported in parenthesis. 

 Source: E-view 9.0 regression output, 2018 

 

The result in table 5 shows that previous growth in 

the economy (DLGDPCG-3) positively and 

significantly triggered present economic growth in 

the two sub-regions of Africa separately and both.  

The implication is that a unit change in GDPCG in 

the past led to an improvement in the current status 

of the economy.  The result is significant at 1% level. 

Similarly, foreign direct investment inflows into the 

continent in the past (DFDII-3) positively contribute 

to economic growth in African countries. The 

coefficient of FDII-3 is significant at 5% level in the 

separate regions and collectively, an indication that 

a rise in previous FDI inflows drive economic_ 

growth in Africa within the time investigated. On the 

contrary, the current FDI negatively impact 

economic growth in the continent, particularly the 

English speaking African countries. Though the 

impact on the French counterpart is positive, it is not 

statistically significant at 5% level.  Overall, the 

results provide support for Argiro (2003) who 

reported significant influence of FDI on _growth in 

European Union countries. It also corroborates 

Ndiaye and Xu (2016) that FDI positively account 

for economic growth in West Africa; Anwar, Arfan 

and Faudziah (2015) who revealed a negative effect 

of FDI on GDP growth in Togo. The result further 

revealed that credit to private sector (DCPS) used to 

account for investment funds in this study is a key 

determinant of economic_ growth in Africa jointly. 

However, the effect is not significant in French and 

English speaking regions individually. 

Nevertheless, the results provide support for Levine 

(1997) that finance lead to economic growth via 

mobilization of investment funds from savers to the 

investors. It can also be deduced from the result in 

table 5 that gross savings (DGS) positively drives 

economic_ growth in Africa both in Anglophone and 

Francophone countries and entirely. The coefficient 

of DGS which is significant at 5 percent, signify that 

more savings brings about more investment and 

ultimately promote economic growth. This 

substantiates Mckinnon (1973) and Shaw (1973) 

that finance pass-through savings and investment to 

influence economic growth. Finally, money supply 

(DM2) used in this study as control variable 

influence economic_ growth in Africa negatively. 
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While the impact is not significant in French region, 

the opposite is the case in English speaking region, 

where the outcome is significant at 5% level. The 

implication of the result is that, a rise in money 

supply without a corresponding increase in 

productive capacity/productivity will lead to decline 

in economic growth. This is particularly obvious in 

some African countries, where the budget size 

increases almost every year without commensurate 

increase in basic infrastructures.             

 

The Error correction mechanism (ECM) is rightly 

signed and significant at 5%, meaning that distortion 

in the dependent variable in the past is corrected in 

the on-going year. While the speed of adjustment is 

about 51.27% in French region, it stood at 

approximately 61% in English speaking region. This 

authenticates the reason for its inclusion in the 

model to assist creates long-run convergence of the 

dependent with explanatory variables. The R-

squares which account for the appropriateness of the 

model, impressively stood at 0.9977, 0.9912 and 

0.9954 in Francophone and Anglophone countries 

severally and both respectively, implying that the 

systematic discrepancy in the effect variable 

(DLGDPPC) is normalized by the variations in the 

explanatory variables including ECM up to about 

99%. F-statistic value which is significant at 1% 

level indicates that the regressors adequately predict 

the dependent variable, suggesting that the model 

can be used as a tool for prediction. The Durbin 

Watson statistic value stood at approximately 2.0, 

which suggests that there is no autocorrelation in the 

data set. Autocorrelation problems usually 

associated with time series data often lead to 

spurious result.   

 

Discussion of Result 

The outcome of the analysis revealed that FDI 

significantly impact on the economy of the 

investigated African countries. It is evident that 

increase in previous FDI to the continent stimulates 

economic growth, which tends to point to the quest 

for more foreign investment by the developing 

countries through various policies. The negative 

influence of the current FDI on growth in the 

continent, especially the English speaking countries 

should be subjected to further investigation. It is also 

inferred from the result that credit to private sector 

though a key driver of economic_ growth in Africa, 

the non-significant impact on English and French 

speaking regions may be attributed to non-access to 

investment funds due to underdeveloped financial 

markets in these regions. Therefore, policies should 

be in place to persuade the credit lending institutions 

to make more funds available for private investment, 

particularly the small and medium scale businesses. 

The result further shows that savings is a booster of 

economic growth in Africa and in both regions. This 

is a pointer to the fact that as savings increase, more 

funds will be a available for investors for 

economic/productive activities. Indeed, the more 

savings, the more fund for investment and the better 

the economic output. However, the result uncover 

that money supply has negative influence on the 

economy of Francophone and Anglophone African 

countries. This may be due to the fact that pumping 

money into the economy without proportionate 

increase in productive capacity and infrastructures 

will result in economic decline in the long-run. In 

general, the outcomes of the analysis provide 

support for finance led-growth hypothesis, 

specifically Levine (1997) which claim that finance 

lead to economic growth via mobilization of 

investment funds.       

 

Conclusion and Policy Recommendations 

This study inspected the influence of FDI inflows on 

developing economies, focusing on Anglophone and 

Francophone African countries severally and 

collectively from 1982 to 2017. The 10 countries 

covered in the investigation are South Africa, Chad, 

Malawi, Mali, Nigeria, Botswana, Benin, Burkina 

Faso, Central African Republic and Coted’Ivoire. A 

dynamic panel Fixed Effect regression model was 

activated to establish the brunt FDI has with 

economic growth. The study discovered that FDI 

positively and significantly affect economic growth 

in Africa in the past, while the current FDI inflows 

negatively account for growth in the sub-region. 

Other factors which account for economic_ growth 

in developing African countries include credit to 

private sector, gross savings and money supply. The 

study concludes that investment fund; especially 

foreign direct_ investment is a driver of economic _ 

growth in developing African countries for the 

period investigated.    

 

This study recommends that developing countries 

should formulate policies aimed at mitigating the 

adverse effect of current foreign direct investment, 

while encouraging lending institutions to reserve a 

substantial portion of their loanable funds for private 

sector investments because of the potential they hold 

in stimulating economic growth.  
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APPENDIX: REGRESSION RESULTS 

  

FRENCH SPEAKING COUNTRIES  

Dependent Variable: DLGDPCG   

Method: Panel Least Squares   

Date: 12/10/18   Time: 23:47   

Sample (adjusted): 1986 2017   

Periods included: 32   

Cross-sections included: 6   

Total panel (balanced) observations: 192  

Period weights (PCSE) standard errors & covariance (d.f. corrected) 

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 3.776895 0.487550 7.746682 0.0000 

DLGDPCG(-3) 0.461456 0.072717 6.345918 0.0000 

DFDII(-3) 0.012616 0.002096 6.018320 0.0000 

DFDII 0.004446 0.003199 1.389974 0.1666 

DGS 0.008468 0.002184 3.876942 0.0002 

DCPS 0.001835 0.002425 0.756609 0.4505 

DM2 -0.000779 0.002477 -0.314496 0.7536 

ECM(-1) -0.512730 0.075339 -6.805601 0.0000 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

Period fixed (dummy variables)  

     
     R-squared 0.997686     Mean dependent var 7.141253 

Adjusted R-squared 0.997014     S.D. dependent var 2.310995 

S.E. of regression 0.126279     Akaike info criterion -1.102603 

Sum squared resid 2.360049     Schwarz criterion -0.356093 

Log likelihood 149.8498     Hannan-Quinn criter. -0.800261 

F-statistic 1484.217     Durbin-Watson stat 1.598542 

Prob(F-statistic) 0.000000    
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ENGLISH SPEAKING COUNTRIES 

Dependent Variable: DLGDPCG   

Method: Panel Least Squares   

Date: 12/10/18   Time: 23:23   

Sample (adjusted): 1986 2017   

Periods included: 32   

Cross-sections included: 4   

Total panel (balanced) observations: 128  

Period weights (PCSE) standard errors & covariance (d.f. corrected) 

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 5.620790 0.621568 9.042926 0.0000 

DLGDPCG(-3) 0.253663 0.085192 2.977541 0.0038 

DFDII(-3) 0.017403 0.007989 2.178338 0.0321 

DFDII -0.067873 0.009256 -7.333243 0.0000 

DGS 0.009890 0.002920 3.387095 0.0011 

DCPS 0.001428 0.002099 0.680221 0.4982 

DM2 -0.012007 0.002812 -4.270049 0.0001 

ECM(-1) -0.613348 0.091341 -6.714919 0.0000 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

Period fixed (dummy variables)  

     
     R-squared 0.991222     Mean dependent var 7.091537 

Adjusted R-squared 0.987037     S.D. dependent var 1.356123 

S.E. of regression 0.154403     Akaike info criterion -0.639940 

Sum squared resid 2.050252     Schwarz criterion 0.295882 

Log likelihood 82.95618     Hannan-Quinn criter. -0.259711 

F-statistic 236.8536     Durbin-Watson stat 1.953562 

Prob(F-statistic) 0.000000    
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COMBINED DATA SET     

Dependent Variable: DLGDPCG   

Method: Panel Least Squares   

Date: 01/16/19   Time: 15:34   

Sample (adjusted): 1986 2017   

Periods included: 32   

Cross-sections included: 10   

Total panel (balanced) observations: 320  

Period weights (PCSE) standard errors & covariance (d.f. corrected) 

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 5.291993 0.338745 15.62235 0.0000 

DLGDPCG(-3) 0.258869 0.049131 5.268990 0.0000 

DFDII(-3) 0.007420 0.002152 3.447813 0.0007 

DFDII -0.008217 0.003205 -2.563560 0.0109 

DGS 0.005142 0.001381 3.724213 0.0002 

DCPS 0.003638 0.001397 2.603595 0.0097 

DM2 -0.004588 0.001729 -2.653487 0.0084 

ECM(-1) -0.676699 0.053186 -12.72314 0.0000 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

Period fixed (dummy variables)  

     
     R-squared 0.995356     Mean dependent var 7.121367 

Adjusted R-squared 0.994553     S.D. dependent var 1.982545 

S.E. of regression 0.146315     Akaike info criterion -0.868630 

Sum squared resid 5.822991     Schwarz criterion -0.303382 

Log likelihood 186.9808     Hannan-Quinn criter. -0.642916 

F-statistic 1240.338     Durbin-Watson stat 1.846382 

Prob(F-statistic) 0.000000    

     
      

 


