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External debt and its impact on economic growth in

sub-Saharan Africa: An Econometric study since
2006
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Abstract :

This research paper examines in particular the analysis and measurement of the
relationship between external debt and economic growth in sub-Saharan Africa,
where it is exposed to the reality of the development of external debts of African
countries, the structure of lending countries, as well as the repercussions of the
Corona epidemic on the size of those debts. In addition to analyzing the causes
of the aggravation for the African external debt problem and its repercussions on
the economies of the region.

The study reached several main results, the most important of which are: the
increasing trend of African debt, especially with the outbreak of economic crises
such as The global financial crisis & Corona pandemic, which burdens public
budgets, and drains countries’ resources in paying installments and servicing
debts. There are many reasons behind the increasing resort of African countries
to external borrowing, the most important of which are: the high volume of deficit
in public budgets, as well as fluctuations in the prices of commodities, raw
materials and energy sources, in addition to the intensity of debt service interests
and its installments, which constituted an obstacle to its repayment. In addition,
financial and economic corruption is more prevalent in sub-Saharan Africa.

The results of the standard model used concluded that there is an inverse
significant relationship between external debt and the economic growth of sub-
Saharan African countries, a result confirmed by many previous applied studies,
confirming that resorting to external debt was not the appropriate way out to push

the process of economic growth forward in Sub-Saharan African countries.

Keywords: external debt in Sub — Saharan Africa, debt service, economic
growth, Corona pandemic.
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available at :
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Source : Africa Development Bank , DEBT DYNAMICS AND CONSEQUENCES, 2020, P.59
, available at : www.afdb.org/sites/default/files/2021/03/09/aeo 2021 - chap2 - en.pdf
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1- Cordelia Onyinyechi OMODERO , & Ogechi Eberechi ALPHEAUS " The
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Dynamics in the Knowledge Economy , Vol.7 (2019) No.3.
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z dsall) Clysial Adlasy) (uulial) aaf (2) ad) Jga

Variables Mean Standard Deviation R Sgaure
GDP growth rate 4.32 5.6
Capital as % of GDP 17.66 8.23 0.902
Labour Force (million) 5.43 8.54 0.771
GDP Growth Rate (%) 7.66 21.33 0.791
External Debt % of GDP | 59.55 52.87 0.811

. SPSS zaliy alatials = dsaill cilajie il -
sibe IS8 5 D o) o ) (3) o8y Joaall (B sulsl) il s ¢ gdgadl) il -
cJRl) dlavgia sl dumidie Jodl) @lly CilS plgu elaiall Cigin Wil gala®¥) sail e
oals ) 35 Maal) o) bl ) oaylall el dpae Laill dadiyall Gligid) o Cus
alind) (535 Lee daY1 el L) gad o paiiaal) jatg ¢ salaiy) seill Laliyl Lile
Sad) ) e 7)) alad) ol ey ekl delaall IS LS L galai®¥) gaill (gginne
Ssinn piiyg Latie 45) GMM Ui s dais Cupglily + %5 dusinn (ggicna die Lubs ((Jlany)
WDle 2gns i L % 0.0533 dacy Jaay) aal) i) sas iaidy 1 duaiy oa)lall ol
Gl 0e % 1ol g Laad Jsaall oy Pgalaid¥) sail) 5 alall o) o Bane A
O Gl HLEY) saas Gl aay . %0.0237 Aoy (ol saill Giay 38 Wles anii€all ol
SO WS ool sail o gl bl 5Bk A5 lae JBT Wles daca€ll Gaaall lady) )
gla®Y) saill o)y ) a5 daal) dawgid) plaldl ajladl cpall 88 %] dawsy 50l
o) o acgiall Jaal) el sl of Ay gasl) 138 i (Sarg . % 0.0177 Gowsiy
Glegyia A OLiaYly ¢ sall Jare o Blisll Cargy duloall Glucgall o Gl i@ (e 2l

LAnanl )

30



2022 pgisi = yde [pedbad) saad) Sl dabiad) A0S dlaa

GFlea¥! aall il sar o o ol 50 ajlal) aall o WS s (5) s dsaad) Gas
70.0334 Loty eola®¥) saill Jane ety Lei€all gl e 41 o 61 ¢ % 0.0334 Loy
Oe Lals Gmg i e Jsand) lich sale aiam Jaa)) dcatie olald) of SSAL el g
Jaall asgail ey (K8 (g jall 03 ladial iy ¢ @l mag Byene 52U leals Aol (3sud)
bl i LS el Jaeas Jasgiall Jaall <3 glaldl ol culs ) ¢ paidiall ol
Glo ol ek Al alal) cpall bl 59 S LS ¢ alai@) el Jalse aal aal
DB Laaylall guall by ¢ cpilal) ) 3, clplall dluas (e g il i 4 ¢ bl

- Ao sl clalialy Cipaall laaly lpaball sy chaadl e dula

N ) i G ¢ dpanilly eobaiY) saill ol gile ST Agaaal) QIS ¢ Gaw e Aadldyg

Jagaill 8928 A< W3l ) gt s ¢ gbaB®) saill Sins ) (5350 Y )l Call ) 535
Sl Akl G Al e maiy LS Gl aladl g aneay of e Dlad . pail) (aleal Ml ¢
ol ) Glalus J) il < Shrn chaall Cigia dalaie (8 daalal) (goal) hindd azig . oa)lal

Aabaiadl pe eal) 551 Al & fad) Cile g ydally ¢ daSall e

@l.gﬁ\ z sl GMM Al padi milis (4) ad) Jgia

GDP Coef Std.Err. Z value

Gdp

L1 .0.0786 0.0278 2.66
L2 0.0734 0.0318 1.88
Capital Investment (% GDP) 0.08122 0.0248 3.46
Export Growth Rate 0.0562 0.00567 9.13
Ln Labour Force 0.6750 2.16
Dept as % of Gdp -0.0533 0.00786 -4.90
L1 0.0237 0.0177 2.40
L2 0.0219 0.0065 2.28
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Dept Squared % Gdp -0.0133 0.0053 -1.47

Dept middle 0.0167 0.0067 -1.89

Middle Income countries -0.0654 0. 765 -0.07

-cons -12.312 6.241 -1.74

Wald chi squared (Prob>
chi squared)

Arellano- bond AR (2, 0.2853
Prob>2)

Sargan test (Prob> chi 0.418
squared)

No.of observations 920

. SPSS zalin alhidiuh zigaill cilsjie i -

%5 Lisina (Geun pladiul -

Ldal) gS...uL’u..AS\ zisadl) Ao AUl GMM  pafs il (5) ‘a§J Jeas

GDP Coef Std.Err. Z value

Gdp

L1 0.1252 0.0311 3.53

L2 0.0567 0.0365 2.06

Capital Investment (% GDP) 0.0456 0.0266 2.12

Export Growth Rate 0.0654 0.00654 10.50

Ln Labour Force 0.0455 0.298 1.58

Dept as % of Gdp -0.0334 0.00388 -3.05
-0. 7547 0.0755 -1.12

Middle Income countries

-cons -6.687 5.96 -1.74

Wald chi squared (Prob> 0.000

chi squared)

Arellano- bond AR (2, 0.413

Prob>2)
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Sargan test (Prob> chi 0.452
squared)
No.of observations 920
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2019 ale o b %9.4 gaig ¢« 20095 2008 (ale o b % 1.7 ) duwsy syl ol
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