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Abstract

Economic integration among countries, as a result of globalisation, could be beneficial to
trading partners if properly handled through appropriate regulation of production,
distribution, and consumption. However, it appears developing countries often do not benefit
from their economic relations with other countries at advanced stages of developed. It is in
view of this that this research was conducted with concentration on West Africa. In this study
Panel Cointegration Techniques including Fully Modified Ordinary Least Squares, Dynamic
Ordinary Least Squares and Dumitrescu-Hurlin Panel Causality Test were applied using time
series on Gross Domestic Product, Exports, Imports and Foreign Direct Investment of eight
West African countries from 1960-2019. While a positive and significant long run causal
relationship was found between Exports, Imports as aspects of globalisation and Gross
Domestic Product, there was an observed negative long run relationship between Foreign
Direct Investment and Gross Domestic Product. Export promotion, hight import tariffs, the
local content initiative, liberal migration policies and strong regulatory machinery were
recommended.

Keywords: Globalization, Deglobalization, Panel Cointegration, Financial Stability,
Regulation.
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1. Introduction

The Global DHL Connectedness Index (GDCI) 2020 indicates that Nigeria ranks behind 10
other African countries out of which Ghana, Cote d’Ivoire and Togo are from West Africa
(Olaiya, 2020). The report tracks the cross-border movement of trade, capital, information, and

people in 169 countries which account for about 99% of the global GDP. The lead author of
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GCI Steven Altman attributed the drop in Nigeria’s index position to restrictive policies such
as the border closure while noting that globalisation would fast-track post-covid recoveries
among economies. The author however assured a brighter future given that the country had
embraced and ratified the African Continental Free Trade Area (AfCFTA) the crux of which
is trade liberalisation in Africa. Because the free trade is strongly advocated as a means of
accelerating economic growth (Odebode & Aras, 2020). Can Nigeria in isolation drive the
growth of the ECOWAS sub region without other countries joining in the globalisation trend?
How globalised are other countries in West Africa besides the above mentioned?

Globalisation refers the integration of individuals, firms, and governments globally. It entails
to greater interdependence and interconnectivity among countries. Globalisation consists of the
increased interaction of product and resources across nations via trade, immigration and foreign
investment through international flows of goods and services, people, investment in equipment,
factories, stocks and bonds. It could be political, technological and cultural, as well as
economic elements (Odebode & Aras, 2019). The International Monetary Fund (IMF)
identified four main aspects of globalisation to include trade and transactions; capital and
investment movements; migration and movement of people, and knowledge dissemination
(IMF, 2008); while Verma & Srivastava (2022) classified globalisation into financial, trade,
cultural, interpersonal, informational, and political dimensions. Using Johansen Cointegration
and VAR/VECM, the authors evaluated the relationship between globalisation and economic
growth, and among the various dimensions of globalisation in India (Verma & Srivastava,
2022). The study discovered both bidirectional and unidirectional causalities between the
dimensions of globalisation and GDP. Economic globalisation is the unification of the global
factor and product markets through technology, it connotes trade openness (Gyglia, Haelg, &
Sturm, 2018). Because, theoretically, it is generally believed that the level of economic
performance and competitiveness depend largely on the type of technological innovation, size,
as well as the level of investment in research and development (Oyegoke & Aras, 2021).
Economic globalisation is said to have a positive effect on economic growth (Meyer, 2020).
The author investigated the Visegrad group of countries (the Czech Republic, Hungary, Poland,
Slovakia) and found a long run positive relationship between globalisation and economic
growth. Recently, globalisation has been classified as intraregional and extra-regional
integration, and why the former is more important, the later has been blamed on the widening
income inequality that accompanies globalisation (Huh & Park, 2021). The authors applied

Principal Component Analysis on 25 variables to develop a new index that mirrors the effects
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of globalisation on economic growth and income inequality. The impact of this development
on economic growth has become a subject of debate by the business community, professionals,
the academia among others as to the emerging issues both positive and negative. The theory of
comparative advantage provides that countries would gain from opening their borders to licit
businesses. The practicability of this theory was thrown into question after World War | and
the Great Depression of 1930, this led to the proliferation of trade restrictions by nations to
insulate their economies from the negative impact of trade liberalisation. Similarly, the global
financial crisis of 2007-2009 has casted more doubt on the gains from trade openness.
Consequently, globalisation has received attention from scholars with a view to evaluating the

actual impact of the global interconnectedness among countries.

The term also implies that regions, countries, and even sectors of an economy could be
susceptible to crises spillovers among themselves. The form of such spillovers depends on the
phase of the business cycle being experinenced by the source economy. This has been rightly
captured by Billio et al. (2016) who tagged some countries as vulnerable territories to shocks
from other territories. Available literature has attributed the level of septicity to globalisation,
and that a shock in an economy or a union can throw the trade partners of such an economy or
union is disarray depending however on the sophistication of their financial authorities
(Claessens & Forbes, 2004). Globalisation also entails that there is a high level of correlations
among the economic entities (Phylaktis & Xia, 2009). These imply that the higher the level of
integration among countries, the higher the propensity to transfer risks. Globalisation has
negative effects on almost every aspect of human life; it increases health hazards (Goryakin,
Lobstein, James, & Suhrcke, 2015). The origin and spread of Covid-19 could also be blamed
on globalisation. This has in turn caused the global economy in losses due to business
shutdowns (Coibion, Gorodnichenko, & Weber, 2020). Obviously, the phenomenon has
created temporary dislocations to jobs within nations. Artificial Intelligence for instance has
taken over jobs hitherto handled by lawyers, accountants, physicians among others with
security concerns especially with the fear of Chinese domination of the world economy
(Hammes, 2016). The scenario has threatened the security of nations (Cirdei, 2019). The Fourth
Industrial Revolution for example has brought about income inequalities by increasing the gap
between returns to capital and returns to labour though in the short run (Schwab, 2016). The
net displacement to jobs by technology would in the long run lead to better jobs. Globalisation
is a double-edged process with both winners and losers both domestic and international, this is

the root of current forces of deglobalisation (Roccu & Talani, 2019). Globalisation is not
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entirely evil. It may have promoted money laundering through cryptocurrency, but financial
globalisation has also facilitated transparency and can instil financial system stability, ensuring
liquidity and growth of an economy (Ezeanyeji & Maureen, 2019). With these conflicting
views on the positives and negatives of globalisation, this research has been undertaken to

evaluate the actual impact of globalisation on the economy of the West Africa sub-region.
1.1. Research Hypothesis

H1: Globalisation does not affect economic growth in West Africa in the long run.
1.2. Significance of the Study

With a population of about 412,996,732, 5.16% of the World’s population, and a net
migration of about -177,000 (UN, 2021), it implies that there are more emigrants than there
are immigrants to West Africa. It is therefore imperative to examine the linkages between the
growth of the regional economy and the degree of integration with other economies in terms

of movement of goods and capital and how these affect the growth of the subregion.

As outlined above, this paper intends to add to the existing literature on linkages of economies.
It would analyse the spill-overs from trading partners of the sub-region. Evidence from the
literature only indicates the direction of causality. This study would go a step further to measure
the degree of impact of globalisation on economic growth and how fast an equilibrium could
be restored should there be a disequilibrium within the economy because of the country’s open

borders.
2. Literature Review
2.1. Indicators of Globalisation

Two major indicators of globalisation include international product movement and
international factor mobility. The former refers to free trade in both imports and exports while
the latter includes cross-border movement of productive inputs of labour, capital, technology

and even entrepreneurship.

An import is a good or service produced in another country but bought locally while export is
a good or service produced domestically but sold to another country. Imports and exports are

components of internal trade. Imported goods or services are attractive when there are cost
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differentials and free trade agreements and tariff schedules often specify the composition of
imports. Economists and policy analysts disagree on the positives and negatives of imports.
Exports are essential to economies as they expand both factor and product markets to people,
firms and even the government for their goods and services. China, the US, Germany, the
Netherlands and Japan were reported as the highest exporting countries in 2019 (Statista, 2020).
Foreign Direct Investment is ownership of business interests by an individual or firms in one
country in another country. It entails the provision of capital, management, and technology for
use by an overseas business establishment. This is different from Foreign Portfolio Investment
which is a mere provision of equity capital for companies abroad. All these are indicators of
the openness of an economy termed globalisation. The number of minutes spent on
international phone calls is another indicator of globalisation. The recent Twitter ban by the
FGN is a drawback on globalisation as this would affect the aggressive growth of the
technology sector which had witnessed a significant investment and contribution to the GDP,
and a restrictive policy could affect the economy of the country in particular and the subregion
at large in the long run (Conroy-Krutz, 2021). The ban has negative implications on
globalisation as both trade and diplomatic relations have been affected.

International factor mobility among countries could also indicate the extent of globalisation.
Labour and capital often cross borders due largely to wage and interest differentials

respectively, among economies
2.2. Determinants of Economic Growth

Economic growth is an increase in the production of economic goods and services, compared
from one period to another. It is measured in nominal or real (adjusted for inflation) terms.

Economic growth is represented by the Gross Domestic Product (GDP).

There is no consensus on the factors that cause the growth of an economy. Some scholars
believe growth is natural while others say it is man-made (Hishiyama & Takatera, 1960;
Brewer, 2005). Others have denied the claim that natural capital spurs economic growth
(Sandonato & Willebald, 2018). On the contrary, it has been proven that only negative shocks
to energy and financial sectors affect economic growth (Shahbaza, Hoanga, Mahalikb, &
Roubaud, 2017). The authors employed nonlinear autoregressive distributed lag bound testing
on the Indian economy to show that changes in the labour force are uncorrelated with economic

growth.  Proponents of Absolute advantage, Comparative advantage and the Factor-
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Endowment theories of free trade also lent their credence to globalisation as a means of
improved productivity (economic growth) and consumption (Carbaugh, 2014). The 2008
financial crisis revealed the extent of correlation between the financial and real sectors of the
US economy (Gilchrist & Zakraj“sek, 2008).

Generally, if the economy is growing, then the output will be increasing. The increased output
takes care of local needs and exports. If the output falls short of the local demand, this then
attracts foreign direct investment into the economy thus increasing the size of the economy.
The growth in an economy cannot just begin in all the sectors simultaneously. Instead, there
are source/lead indicators. There has been reported a bi-directional causality between economic
growth and financial flows (Ishioro, 2013); and innovation (Pradhan, Arvin, Hall, & Nair,
2016). Some researches have linked growth to a contagion. Economies could grow by
associating with larger economies since there is evidence of spillovers from the developed to
emerging economies (Alomari et al., 2017). It has been discovered that, African economies are
not highly correlated with global markets, this disconnectedness has been blamed for their
underdevelopment (Agyei-Ampomah, 2017). It is therefore important for countries to embark
on cross-border diversification for an aggressive growth to be promoted.

For instance, the real sectors of an economy depending on their level of contribution to the
production process, sequentially respond to a shock in the financial sector interrupting the
payment processing, disrupting credit availability and a consequent depression (IMF, 2001).
The transmission could result in an economic-wide recession. Causality has been established
between imports, exports and economic growth (Bakari & Mabrouki, 2017) (Aluko &
Adeyeye, 2020). The authors applied cointegration analysis and vector autoregressive models
to test bidirectional causalities from import to economic growth and from export to economic
growth.

2.3. Effects of Globalisation

Scholars investigated the globalisation-growth nexus and found that there is a positive
relationship between economic globalisation and economic growth depending however on the
political setting (Ahmad, 2019). The author employed panel data of 83 countries and the
findings revealed geographical and institutional spill-overs of globalisation. According to the
results of the study globalisation can affect growth and could be transferred to other economies

depending on the public policies in place. Using a sample of 140 countries, Gozgor & Ranjan
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(2017) on their part found that inequality and redistribution increase with globalization (Gozgor
& Ranjan, 2017). This implies that globalisation could spur growth but not development if
appropriate policies are not made to redistribute income. An examination of the downside of
globalisation revealed some adverse effects if proper regulation is not applied (Collier, 2017).
Globalisation has however reduced West African countries to exporters of primary products
and importers of finished ones (Ibrahim, Ibrahim, Danguguwa, & Gimba, 2020). International
trade brings about winners and losers, but if nothing is done to compensate the losers, the total
joint productivity would eventually decline. On the connection between globalisation and
economic growth, Nwosa (2020) employed a VECM and found a unidirectional causality from
globalisation to economic growth (Nwosa, 2020). In Romania, both economic and political
globalisation were found to positively affect economic growth while social globalisation
negatively affects economic growth (Olimpia & Dima, 2017). But it increases susceptibility of
an economy to economic and financial crisis (Waluyo, 2019). The study recommended strong

synergies in policies and risk management to properly harness the potentials of globalisation.

Globalisation in terms of migration has both negative and positive impacts on both the source
and host economies. It causes instabilities in the source economy by way of reduction of labour
supply and the size of the product market. Globalisation causes brain drain. It also exerts
pressure on immigration authorities in the host country beside so many non-economic
implications. Both labour and capital income increase in the host country, both taxes and
pressure on public goods increase in the host economy whereas remittances to the source
country also increase. However, the net effect is a decline in GDP against the source country
in favour of the host economy (Choi, 2021). Globalisation in the long run is beneficial but |

also limited by the theory of Factor Price Equalisation (Mundell, 1957).
2.4. Globalisation and Developing Economies

Considering the impact of globalisation on the economies of developing countries, a positive
relationship was established. It was recommended that developing countries should exercise
caution and carefully monitor the inflow of Foreign Direct Investment as the dark side cannot
be ignored (Adegboye, Osabohien, Olokoyo, & Matthew, 2020). The positive effect of capital
inflows on growth is conditional upon the institutional quality in the receiving country (Arya,
Banerjee, & Tony, 2019). FDI is a valuable source of finance and capital formation,
technology-transfer and know-how, as well as a viable medium for trade among countries

(Oyegoke O. & Aras, 2021). Although FDI could create jobs in the local market, it is capable
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of also dominating local entrepreneurship in developing countries without relevant institutions
to supervise the developments in the various sectors of their economies. Globalisation could
create dumping, discourage the development of local skills, transfer risk to developing
countries with low-risk management apparatuses (Vergos & Wanger, 2019). The authors also
employed a Vector Error Correction Model (VECM) to evaluate the interdependencies between
African markets and found some level of financial infectivity among economies in Sub-Sahara
Africa. The natural resource curse among developing countries especially the Oil-Developing
Countries (ODCs) is attributable to their association with Multinational Corporations (MNCs).
That the unethical practices of the MNCs have hindered the ODCs in harnessing fully the gains
from their natural resource endowments (Adams, Adams, Ullah, & Ullah, 2019). Globalisation
is therefore a threat to the Heckscher-Ohlin Factor Endowment Theory of International Trade.
The trade wars and tariff escalations between the US and China are all due to the failures of
globalisation (Oramah & Dzene, 2019). The unequal exchange between developed and
developing countries has accumulated anti-globalisation sentiments as demonstrated in the US

national elections of 2019 and Brexit referendum.
3. Methodology and Data
3.1. Data Preliminaries

A sample of eight West African countries comprising Benin, Burkina Faso, Ivory Coast (Cote

d'lvoire), Mali, Niger, Nigeria, Senegal and Togo are taken based on data availability.

The research examines sixty-one years’ annual data on Gross Domestic Product (GDP),
Exports (EXPO), Imports (IMPO), and Foreign Direct Investment (FDI), all in billion US
dollars from 1960 to 2019. The USD is used since globalisation is an international phenomenon
and the West African currency union is yet to take effect. The period is interesting due to the
availability of data for all the indicators of interest. The data is obtained from
GlobalEconomy.com, the World Bank and Worldometer. Its composition is based on data
availability tailored towards the research idea. The variables representing globalisation are
possible causal factors of GDP representing economic growth. The investigation is conducted
using Panel Cointegration based on Fully Modified Ordinary Least Squares (FMOLYS),
Dynamic Modified Ordinary Least Squares (DMOLS), and the pairwise Dumitrescu Hurlin

Panel Causality test. To show that these techniques support 1(1) processes, the panels will be
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subjected to unit root tests to ascertain their orders of integration (Kirikkalelia, Sokri,

Candemir, & Ertugrul, 2018).

3.2. Descriptive Statistics

3.2.1. Data Generating Processes

To evaluate the distributions of the variables, we proceed to examine their descriptive statistics

by visual inspection of the series presented in figures 1 and their statistical properties in Table-

1 below respectively.

Figure-1: Graphs of the Series
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From the graphs of the series above, there is a positive relationship between GDP and the

indicators of globalisation though not very linear, especially for FDI.

Table-1: Panel Descriptive Statistics

Statistic/VVariable | GDP EXPO IMPO FDI

Mean 21.39 4513 4.000 0.366
Median 3.310 0.630 0.940 0.040
Maximum 546.7 143.7 88.74 8.840
Minimum 0.120 0.010 0.020 0.740
Std. Dev. 69.90 14.43 10.56 1.114
Skewness 5.329 6.098 5.368 5.221
Kurtosis 32.33 45.39 34.29 32.65
Jarque-Bera 1919 3834 21562 1643
Prob. Value 0.000 0.000 0.000 0.000
Sum 1012 2135 1890 146.2
Sum Sq. Dev. 2306 9825 5265 494.1
Observations 473 473 473 399

The level of globalisation of sampled West African countries is uneven since the assumption
of normality of the panels is rejected at 5% given that the Jarque-Bera values are statistically

insignificant.
3.2.2. Panel Unit Root Test

To apply Panel Cointegration technique, the time series must be non-stationary at levels but
stationary after first difference. To confirm the order of integration, we tested for stationarity

using panel unit root and the results are hereunder presented in Table-2.

Table-2: Panel Unit Root Test Results

LLC Breitung | IPS ADF- pp-Fisher
Fisher

Variables | t-statistic | t-statistic | W- Chi- Chi-
statistic Square Square

GDP 4.061 6.188 7.018 0.687 0.372
(1.000) (1.000) (1.000) (1.000) (1.000)

Levels EXPO |1.108 3.501 3.472 4.113 3.849
(0.866) (1.000) (1.000) (1.000) (1.000)

IMPO | 1.764 3.356 4.266 1.449 1.416
(0.961) (1.000) (1.000) (1.000) (1.000)

FDI 0.299 2.543 0.691 16.39 46.12
(0.903) (0.995) (0.755) (0.636) (0.000)

GDP -10.77 -8.421 -11.80 143.6 212.7
(0.000) (0.000) (0.000) (0.000) (0.000)
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15t EXPO |-11.56 6.646 | -11.37 130.8 255.9
Difference (0.000) | (0.000) |(0.000) |(0.000) | (0.000)
IMPO | -10.37 6.069 | -14.09 1753 249.6
(0.000) | (0.000) |(0.000) |(0.000) | (0.000)
FDI | -3.593 2575 | -10.06 117.9 7255
(0.000) | (0.000) |(0.000) | (0.000) | (0.000)

The panel unit root test results presented in Table-2 above indicate that all the panels are 1(1),
therefore we proceed to conduct Panel Cointegration test to ascertain the existence of any long

run relationship between GDP and any of the globalisation indicators.
3.2.3. Test of Cointegration

Further, we test for cointegration to strengthen our choice of the models as shown in Table-3

below.
Table-3: Summary of Panel Cointegration Results
A- FMOLS Output

Dependent Variable: GOP

Method: Panel Fully Modified Least Squares (FMOLS)

Date: 0828721 Time: 08:33

Sample (adjusted): 1971 2018

Periods included: 49

Cross-sections included: 8

Total panel (unbalanced) observations: 391

Panel method: Weighted estimation

Cointegrating equation deterministics: C

Long-run covariance estimates (Bartlett kernel, Mewey-West fixed

bandwidth)
Variable Coefficient Std. Error t-Statistic Prob.

EXPO 0.839055 0.016648 50.39921 0.0000
IMPO 4939485 0.029134 169.5446 0.0000
FDI -2 547416 0.0236686  -107 6875 0.0000
R-squared 0936847 Mean dependentwvar 25.60159
Adjusted R-sguared 0935185 35.0. dependentvar T6.22766
S.E. ofregression 1940668 Sum squared resid 143115.3

Long-run variance 2158234
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B- DOLS Output

Dependent Variable: GDP

Method: Panel Dynamic Least Squares (DOLS)

Date: 08128721 Time: 08:30

Sample (adjusted): 1971 2018

Periods included: 49

Cross-sections included: 8

Total panel (unbalanced) observations: 385

Panel method: Weighted estimation

Cointegrating equation deterministics: C

Automatic leads and lags specification (based on SIC criterion, max==)

Long-run variance weights (Prewhitening with lags = -1 from SI1C maxlags =
-1, Bartlett kernel, Mewey-West fixed bandwidth)

Yariable Coefficient Std. Error t-Statistic Prob.

EXPO 2 540356 0463951 5475481 0.0000

IMPO 3167234 0708780 4 468571 0.0000

FDI -4 153425 2267439  -1.831768 0.0679

R-squared 0.975875 Mean dependentvar 2R.78023

Adjusted R-squared 0972097 35.0. dependentwvar TB.TG3TE

S.E. of regression 1282287 3Sum squared resid 54589 44
Long-run variance 931.2907

C- Pairwise Dumitrescu-Hurlin Panel Causality Test Output

Pairwise Dumitrescu Hurlin Panel Causality Tests
Date: 08/28/21 Time: 12:23

Sample: 1960 2019

Lags: 4

Mull Hypothesis: W-5Stat. Fbar-Stat. Praob.

EXPQ does not homogeneously cause GDP 15,2981 9.84550 0.0000
GDOP does not homogeneously cause EXPO 10,1899 537531 a.E-08

IMPO does not homogeneously cause GOP 211260 151596 0.0000
GDP does not homogeneaously cause IMPO 18.5146 128233 0.0000

FOl does not homogeneously cause GOP 14.8150 9.206349 0.0000
GDP does not homogeneously cause FDI 207674 143832 0.0000

IMPC does not homogeneously cause EXPO 20,0350 141836 0.0000
EXPO does not homogeneously cause IMPO 258733 19.4965 0.0000

FOI does not homogeneously cause EXPO 337100 256396 0.0000

EXPO does not homogeneously cause FDI 55.4902 4458149 0.0000
FOl does not homogeneously cause IMPO 15.4822 973667 0.0000
IMPO does not homogeneously cause FDOI 212293 147849 0.0000

From Table-3 above, A, B and C indicate rejection of the Null hypotheses of No Cointegrating

relations at 1%, 5% and 10% significant levels. There is sufficient evidence of long-run
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relationship between the indicators of globalisation and economic growth going by both the

Pedroni and Kao methods of Panel Cointegration Tests (Pedroni & Vogelsang, 2005).
3.3. Model Specification

The presence of cointegration among the variables calls for the estimation of the FMOLS and

DOLS models presented below
GDP: = A + pt + fLiEXPO¢ + f2iMPOy + B3iFDI¢ + Wit (1)
From equation 1 above: A: represents country-specific, p: stands for deterministic time trends,

Wit are the error terms, i=1,2, .. N and t =1, 2, ...T are panel countries and time periods

respectively. The FMOLS and DOLS correct endogeneity bias and serial correlation.
3.3.1. A Priori Expectations

On the a priori expectations and in this context, a positive relationship should exist between
EXPO, IMPO, FDI and GDP. Since trade openness and the international capital movement

entails some degree of integration of both source and destination countries.
4. Empirical Results

The Table-4 below provides results of the estimated equation using FMOLS and DOLS. From
the results, both EXPO and IMPO correspond with the a priori expectations in that, there are
evidence of positive relationships between them and GDP. However, there is a negative
relationship between FDI and GDP. These results are the same for both FMOLS and DOLS
techniques. The results are all statistically significant at 1% expect for FDI which is significant
at 10% under the DOLS technique. These imply that there exists positive long run relation
between some aspects of globalisation and economic growth in West Africa while for others,

the long run relationship is negative such as that between FDI and GDP.
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Table-4: Panel FMOLS and DOLS Results

Dependent | Panel
Variable Cointegration

Regression Independent Variables
Method
EXPO |IMPO | FDI
FMOLS 0.839 4.939 -2.547
GDP (0.000) | (0.000) | (0.000)
DOLS 2.540 3.167 -4.153

(0.000) | (0.000) | (0.068)

Specifically, a dollar increase in exports would increase the GDP by about 84 cents

approximately for the FMOLS and 2dollars 54 cents for the DOLS. Similarly, a dollar increase

in the value of imports of member countries would trigger a dollar increase of 4.94 and 3.67

for FMOLS and DOLS respectively. Conversely, a dollar increase in the volume of FDI to

West African countries would have a counter-productive effect by reducing the size of the GDP
by 2.55 and 4.15 dollars for the FMOLS and DOLS respectively. Furthermore, we conducted

a pairwise Dumitrescu-Hurlin Panel Causality test to also confirm the cointegration between

globalisation and economic growth, the results are hereunder presented in Table-5. These

results are consistent with Olimpia & Dima (2017). The positive relationship between imports

and GDP may be due to hight tariffs on imports to West African countries.

Table-5: Pairwise Dumitrescu-Hurlin Panel Causality Test Results

Null Hypothesis: Zbar-Statistic.  Prob.
EXPO does not homogeneously cause GDP 9.946 0.000
GDP does not homogeneously cause EXPO 5.375 7.645
IMPO does not homogeneously cause GDP 15.16 0.000
GDP does not homogeneously cause IMPO 12.82 0.000
FDI does not homogeneously cause GDP 9.206 0.000
GDP does not homogeneously cause FDI 14.38 0.000
IMPO does not homogeneously cause EXPO 14.18 0.000
EXPO does not homogeneously cause IMPO 19.50 0.000
FDI does not homogeneously cause EXPO 25.64 0.000
EXPO does not homogeneously cause FDI 44.58 0.000
FDI does not homogeneously cause IMPO 9.787 0.000
IMPO does not homogeneously cause FDI 14.78 0.000
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The null hypothesis of export, import and FDI do not cause economic growth in West Africa
is individually rejected at 1% as test statistics in Table-5 above indicate. From the results,
significant increases in all the globalisation indicators lead to increases in economic growth in
West Africa. These results also show that the level of economic growth of countries of the

subregion affects their levels of integration with other economies.
5. Conclusion and Recommendations

There is a long-run relationship between globalisation and economic growth in West Africa
according to the estimated model. This implies that even if there are shocks in the economies
of West African countries in the short run, due to open borders, economic integration could be
beneficial long term. This result agrees with (Dreher, 2006). Since most of the aspects of
globalisation do affect economic growth in the subregion, it is imperative for policy makers to
harness their trade, investment, and migration policies to tap from the benefits of economic
integration. Policies towards reversing the impact of FDI on economic growth must be
designed and implemented especially through effective regulatory mechanism, efficient tax
policies to block revenue leakages. The current litigation between the Nigeria’s Federal Inland
Revenue Service and Multichoice Nigeria should serve as an eye opener to other West African

countries towards ensuring that earnings of foreign investors are taxed accordingly.

The evidence of beneficial globalisation is a boost to, and an assurance for countries hitherto

sceptical about the AfCFTA as its potential benefits outweighs the cost if properly harnessed.

With the long run relation between globalisation and economic growth in West Africa laid

bare, it is our recommendation:

a) Aggressive export promotion policies be implemented by countries especially in
agriculture and other sectors with comparative advantage, given the climate of the
subregion. This would help expand their economies with increased local

productivity and export.

b) There should increase in import tariffs especially on raw materials and finished

products. However, intermediate goods such as machinery should be exempted.

C) The Lewis Growth model be applied to ensure that Multinational Corporations

investing in the subregion reinvest their surplus profits locally instead of
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d)

f)

9)

repatriating same abroad. This way the local economies could benefit by way of

expansion and increased employment.

West African countries should also fashion out appropriate migration policies that
could benefit their economies such as ensuring the judicious use of diaspora
remittances by way of tagging a percentage to the education of dependents of

migrants. This could also support labour mobility and enhanced reward for labour.

West African countries must empower their regulatory institutions to ensure
adherence to bilateral and multilateral trade agreements while also ensuring

patriotic policy implementations domestically.

The fight against corruption be strengthened among all the countries of the
subregion as failure could erode the potential benefits of globalisation on their local

economies.

Overall, there should be a proper mix of open borders with regulation through the

instrumentality of the African Continental Free Trade Area.
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