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Abstract

This study examines the association between good governance indicators and the human
development index in Africa. Accordingly, it uses the panel data of 49 African countries from
2000-2018 on the six World Bank governance indicators (WGIs) and the UNDP aggregate
human development index (HDI). The data are analyzed using descriptive statistics and panel
regression analysis. The descriptive statistical analysis shows that most of the countries that
are scoring high in the governance indicators are also scoring high in the human development
index. It also indicates that Africa's average score in all governance indicators from
2000-2018 ranges between 36.2 % and 40.4%, while the score for human development was
50.8%. Using a one-year moving average, the calculated improvement rates for the eighteen
years in all the governance and human development indicators were meager. The finding
from the panel regression analysis attests only the three good governance indicators - the rule
of law, regulatory quality, and political stability and absence of violence - are significantly
and directly associated with the human development index. The finding implies that policy
makers in African countries should give emphasis on these three good governance indicators
to augment their human development effort.

Keywords: good governance, human development, Africa, panel data regression
1. Introduction

For almost three decades after independence, many African countries followed the policy of
centralization in the management of their socio, economic, and political systems.
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Centralization in Africa, however, brought about weak and fragile states; brutal, autocratic
and corrupt governments; poverty and backwardness among the majority of the population;
wastage of resources and corruption; regional and ethnic inequalities and conflicts; and poor
technological, political and economic advancements (Wunsch and Olowu, 1990). World Bank
(1989:3) reiterated that the western model, namely the modernization strategy, copied by
African governments resulted in poorly designed, top-down, and interventionist development
policies and strategies that resulted in failed economic and political systems. UNDP (1990:5)
in its Human Development Report also stated that “between 1979 and 1985 the number of
African people below the poverty line increased by almost two-thirds, compared with an
average increase of one-fifth in the entire developing world”.

Since the beginning of the 1990s, however, different approaches to development intended to
reverse the legacy of centralization were introduced in many African countries. The two
fundamental approaches were: the human development approach and the governance
approach to development. Underscoring Africa’s predicament in the 1970s and 1980s,
UNDP’s Human Development Report (1990:1) proposed the human development approach to
development, and considers development as “a process of enlarging people’s choices to live a
long and healthy life, to be educated and to have access to resources needed for a decent
standard of living; including political freedom, guaranteed human rights and personal
self-respect.” The report (1990:10) provided the three human development indicators that are
“approximation for capturing the many dimension of human choices” and include life
expectancy index, education index, and GNI index. During the same period, the World Bank
(1989:60) also introduced the governance approach to development and stated that
“Underlying the litany of Africa’s development problems is a crisis of governance.” This
report defined governance as “the exercise of political power to manage a nation’s affairs”;
and suggested six indicators, namely control of corruption, voice and accountability,
governance effectiveness, political stability and absence of violence, regulatory quality, and
the rule of law.

Researchers and practitioners have been using the Human Development Index (HDI) and
World Governance Indicators (WGI) to measure and analyze, interalia, improvements in the
standard of living, health and education as well as progresses in public institutions capacity to
conduct public affairs and manage public resources. Various studies used the indicators to
measure and analyze signs of progress in and relationships among different social, economic,
and political issues. Some of them include studies on the nexus between human development
and economic growth (Chikalipah and Makina, 2019; Bundala, 2012); human development
and fiscal Consolidation (Agnello et al., 2018); human development and Globalization
(Asongu and Nwachukw, 2016); human development and level of economic development
(Eren et al.,, 2014); and Poverty Reduction and Human Development (Arimah, 2004).
Likewise, some studies analyzed the nexus between governance and foreign aid and
instability in Africa (Asongu and Nnanna, 2019); government effectiveness and economic
growth (Alam et al., 2017), governance and poverty (Kwon and Kim, 2014); governance and
economic growth and income inequality (Fayissa and Nsiah, 2013); as well as governance
and democracy (Ishiyama, 2019).
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For the last two decades, studies also analyzed the relationship between governance and
human development. Some of them include studies on relationships between good
governance and human development in India (Rudra & Sanyal, 2011), in South Asia (Khan,
2015), as well as in the 33 Europian Union Countries (Keser and G&men, 2017). A critical
study on the link between governance and human development in Africa was the article
entitled: “good governance as a foundation for sustainable human development in
sub-Saharan Africa” (Davis, 2017). The later study suggested that the three WGI indicators:
government effectiveness, political stability and absence of violence, and controlling
corruption have a significant impact on improving human development efforts in sub-Saharan
Africa. This study, however, used only one-year data.

As indicated above, while some studies analyzed the relationship between governance,
human development, and various political, economic and social issues, there are only a few
studies that investigate the relationship between human development and good governance in
Africa using longitudinal data encompassing almost all the African countries. Accordingly,
this study will try to fill that gap and investigate the association between the six governance
indicators and human development in Africa using the panel data from 2000 — 2018 for 49
African countries. Descriptive and inferential statistics will show which governance
indicators are associated or linked with the human development index. The intent here is not
to test a specific theoretical explanation on the relationship between good governance and
human development or to find a causal relationship between governance and human
development; instead, the intent here is to engage in empirical research that explores which of
the good governance indicators are linked or associated with human development index. The
finding will help policy makers in African countries to understand which of the governance
indicators should be given relative emphasis in their attempt to improve human development.

In this article, first, the concepts of good governance and human development will be
highlighted. Secondly, the empirical literature on the relationship between governance
indicators and the human development index will be assessed. Thirdly, the methodology will
be presented, followed by the discussion on the findings of the descriptive and panel
regression data analyses on the association between good governance indicators, and the
human development index.

2. Highlights on Good Governance and Human Development Indicators
2.1 Good Governance

Good governance had become a prominent concept when the World Bank declared that “the
litany of Africa’s development problems” is “a crisis of governance” (World Bank, 1989).
Since then, multilateral and bilateral organizations have given different definitions.
Gisselquist (2012) provided a summary of the ten organizations working definitions of good
governance. To mention some, the UNDP considers good governance as a governing system
that is capable, responsive, inclusive, and transparent. The UN attributes good governance as
instrumental in promoting equity, participation, pluralism, transparency, accountability, and
the rule of law, in a manner that is effective, efficient, and enduring. The World Bank takes
good governance as a combination of transparent and accountable institutions, persuasive
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skills and competence, and a fundamental willingness to do the right thing. Organization for
Economic Cooperation and Development (OECD) defines governance to include
accountability, transparency, efficiency and effectiveness, responsiveness, and forward vision
(Ibid).

A\ MacrOthlnk Journal of Public Administration and Governance

The above definitions show the interaction between elements of good governance and
managing the socio-political and economic affairs of a given country. Various organizations
also provide different governance indicators. Some of them include: African Peer Review
Mechanism (APRM), the Moe Ibrahim Index of African Governance, the World Bank‘s
World Governance Indicators (WGIs), the Transparency International‘s Corruption
Perceptions Index (CPI), and the World Bank/International Finance Corporation‘s Doing
Business Indicators. Among these indicators, the most widely used indicators are the World
Bank Governance Indicators; and this study will use the same.

The World Bank Governance indicators developed by Kaufman, Kraay, and Zoido-Lobaton
(1999) are in alignment with the definitions of good governance. These six indicators capture
perceptions on:

e Voice and Accountability: citizens participation in selecting their government,
freedom of expression, freedom of association, and free media;

e Political Stability and Absence of Violence/Terrorism: the likelihood that the
government will be destabilized or overthrown by unconstitutional or violent means,
including politically motivated violence and terrorism;

e Government Effectiveness: the qualities of public services, the quality of the civil
service and the degree of its independence from political pressures, the quality of
policy formulation and implementation, and the credibility of the government's
commitment to such policies;

e Regulatory Quality: government ability to formulate and implement sound policies
and regulations that permit and promote private sector development

e Rule of Law: agents confidence in and abide by the rules of society, and in particular
the quality of contract enforcement, property rights, the police, and the courts, as well
as the likelihood of crime and violence; and

e Control of Corruption: the extent to which public power is exercised for private gain,
including both petty and grand forms of corruption, as well as "capture™ of the state
by elites and private interests (Ibid).

These six indicators are assigned a score (value) ranging from — 2.5 (a very low score) to +
2.5 (a very high score). Based on the scores, each country will have a percentile rank, ranging
from 0 to 100, where the higher the score, the better the national performance on that
indicator (Kaufmann, Kraay and Mastruzzi, 2008).

The use of governance indicators has been debatable among academics and practitioners.
There are questions on the reliability of the sources for constructing the indicators, number of
sources used, measuring capacity of the sources, the margin of error on differences between
countries and between different times, as well as transparency and selection bias of
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measurements. For instance, Arndt And Oman (2006) argued that the WGI lacked
transparency and comparability over time, suffer from selection bias, and are less helpful for
developing countries to identify how effectively to improve the quality of local governance
(see also Kurz and Schrack, 2007). Critics argue that indicators are used by donors to exclude
or justify denial of aid, and set conditionality for assistance to developing countries.
Kaufmann, Kraay, and Mastruzzi (2007a, 2007b), however, had partially accepted some
weaknesses but argued that the indicators are developed through a transparent process, are
available across many countries over time, and are of high quality, accurate and specific.
Irrespective of the debates, the governance indicators are widely used by academics and
practitioners to examine the governance performance and analyze the link between
governance and other socio-economic issues, especially economic growth and development
(Gisselquist, 2012).

2.2 The Human Development

The premise that human development is more than just economic development and is a
process for enlarging people's choices led to the emergence of the human development
indicators (UNDP, 1990). UNDP (2013) also argued that “people and their capabilities should
be the ultimate criteria for evaluating the development level of a country along with
economic growth.”

HDI is a composite of three indicators that measures longevity, knowledge, and income
(UNDP 1990). Accordingly, information about life expectancy at birth measures longitivity;
mean years of schooling, and the expected year of schooling measures knowledge; and GNI
per capita (PPP in USD) measures income (Ibid). Based on the information, the calculated
index will assign a value between 0 and 1 for each country and make cross-country
comparisons.

HDI has been used since 1990 by the United Nations Development Program (UNDP), which
produces every year the Human Development Report (HDR). The three indicators and the
composite index have been used by academicians and practitioners to measure countries'
human development performances and progress as well as making comparisons among
countries of the world.

Like the good governance indicators, there were critics on the use of the human development
index. Some claim that the index depicted an oversimplified view of human development,
considered only a few indicators derived from data of low quality, and based on arbitrary
weighting scheme of factors. Others argue that HDI used wrong variables that cannot reflect
the idea of human development correctly and ignored important constructs like subjective
wellbeing or happiness, political freedom, human rights, access to safe water, and fresh air
(McGillivray and White, 1993; Blanchflower and Oswald, 2005). Irrespective of the
comments, however, HDI has been used for nearly three decades and the critics have not
undermined the use of the index to measure countries' human development performance
(Cahill, 2005).
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3. The Empirical Literature on the Link Between Good Governance and Human
Development

The literature on good governance and human development shows that there are studies that
analyzed the relationship between human development, governance, and other economic,
social, and political issues. The available studies, which the author of this paper has access,
can be categorized into three sets.

a) The first set of studies links human development with economic growth and analyze the
associations among the human development indictors. A case in point is Bundala (2012)
study on the relationship between human development and economic growth. Taking a
sample of 40 countries and using a multivariate multiple regression model and based on the
year 2011 scores of the human development index, the study found out that there is a strong
relationship between human development and economic growth. The study, however,
indicated that such a relationship starts after a country attained a certain level of human
development. Another study by Eren et al. (2014) also examined the relationship between
human development indicators. The study, which used various regression models, argued
that life expectancy at birth, expected years of schooling, labor force participation rate, and
GDP per capita have statistically significant effects on the level of human development.

b) The second set of studies is on the relationship between good governance and economic
issues. Kurtz and Schrank (2007) showed that government effectiveness does not matter for
economic growth. AlBassam (2013), on the other hand, indicated during the time of
economic crises, the relationship between economic growth and the quality of governance
highly depended on levels of human development and on indicators used to capture the
quality of governance. A study on factors that contributed to Africa’s Economic Growth by
Mijiyawa (2013), however, showed governance effectiveness to be one of the factors that
contributed to economic growth. The later study provides six crucial factors contributing to
economic growth, which included: investment, private sector access to credit, government
effectiveness, exports, and the share of agriculture value-added in GDP. The importance of
governance effectiveness is also attributed to the attraction of foreign direct investment.
Asongu (2019), using panel regression model and assessing the drivers of FDI in BRICS
(Brazil, Russia, India, China & South Africa) and MINT (Mexico, Indonesia, Nigeria &
Turkey) countries for the period 2001-2011, found out the importance of governance
reforms in both current and future FDI location decisions.

c) The third set of studies is on the association between governance and human development
in Europe and Africa. The study on Europe by Keser and G&kmen (2017) is comprehensive
as it used panel data between the years 2002-2012 for 33 member and candidate countries
of the European Union (EU). The analysis concluded that at least three of the governance
indicators: government effectiveness, regulatory quality, and the rule of law had significant
positive coefficients suggesting that better governance performance for any country
provides better human development performance. The study on sub-Saharan Africa by
Davis (2017) used the one year data for scores of good governance indicators (2014), the
human development index (2013), the non-income human development index (2012), and
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the multi-poverty indicator intensity of deprivation (2010) as well as the percentage of
population below the national poverty line (2012). The finding shows that the measures of
good governance are related to the improvement of human development. Indicating the
difficulty of identifying the governance indicators that are most related to changes in the
measures of human development and quality of life. Nonetheless, this study suggested that
government effectiveness could be the most important of the six good governance
indicators in increasing human development in sub-Saharan Africa.

4. The Data and Empirical Framework

In order to measure the relationship between good governance and human development, this
study used two sets of data — the six World Bank governance indicators (WGI) and the human
development index (HDI). The data for the WGIs and HDI are publically available from the
website of the World Bank and the UNDP, respectively. For both sets of indicators, this study
used the data from 2000 — 2018. The 2001 information is omitted in the analysis since there is
no WDIs for the same year. After matching the data periods and country names for the
available data, the final selected data for the study covers 18 years and 49 countries out of the
54 African countries. The five countries, namely - Eretria, Guinea-Bissau, Nigeria, Somalia,
and South Sudan — are not included in the study due to a lack of complete data for the years
indicated on the six governance indicators.

This study used descriptive statistics and a panel regression in the analysis, measurement, and
identification of the association between governance and human development in 49 African
countries during the period (2000-2018) using a statistical software - Eviews 10.

The independent variables are the six world governance indicators (WGIs) labeled as CC
(control of corruption), GE (government effectiveness), PS (political stability and absence of
violence/terrorism), RQ (regulatory quality), and RL (the rule of law) VA (voice and
accountability). The dependent variable is the human development index labeled as HD. The
study will use the panel data regression model as panel data estimation is better to identify
and measure the effects of independent variables on dependent variables (Batlag, 2005).
Accordingly, the two panel regression data models — the Fixed Effect and Random Effect
models - are used to compute the regression values. From these two models, the better model
that explains the relationship will be selected using the Hausman Test. Since the variables in
the regression model have different measurement units ( HDI: 0.00-1.00 point) and World
Governance Index ( (-)2.5 - (+)2.5), the data are converted into logarithmic panel data. The
two panel regression models are as follows:

a) Fixed Effect Model
InHDIt = p0i + p1inCCit + [2InGEit + B3InPVit + f4InRQit + B5InRLit + p6InVAit +uit
b) Random Effect Model

InHDit = B0i + p1inCCit + [2InGEit + f3InPVit + p4InRQit + p5InRLit + p6InVAit +ei +
uit
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Where:

InHDit: the natural logarithm of human development for country i during the period t;

INCCit: the natural logarithm of control of corruption for country i during the period t;

InGEit: the natural logarithm of government effectiveness for country i during the period t;
InPSit: the natural logarithm of political stability for country i during the period t;
InRLit: the natural logarithm of the rule of law for country i during the period t;
InRQit: the natural logarithm of regulatory quality for country i during the period t;
InX1it: the natural logarithm of voice and accountability for country i during the period t;
ei: the random error for each country;

uit: the random error from the regression model

5. The Result of the Descriptive Statistical Analysis

The analysis starts with a simple descriptive breakdown of the average values and the
changes in good governance indicators and the human development index over time.

Table 1. Descriptive statistics

Variable | Sample | Min value | Max Mean Median Standard | Coefficient
size value deviation | of

Variation
cC 882 -1.826361 | 1.216737 | -0.586038 | -0.657849 | 0.596528 | 38.27924
GE 882 -1.891929 | 1.056994 | -0.686501 | -0.697260 | 0.598022 | 36.26998
PV 882 -2.699193 | 1.282060 | -0.478552 | -0.333022 | 0.862538 | 40.42896
RL 882 -2.008507 | 1.077130 | -0.628022 | -0.645249 | 0.607772 | 37.43956
RQ 882 -2.278996 | 1.127270 | -0.632595 | -0.594586 | 0.574606 | 37.3481
VA 882 -2.000251 | 0.997744 | -0.587404 | -0.664658 | 0.708297 | 38.25192
HD 882 0.253000 | 0.801000 | 0.508438 | 0.489000 | 0.119194 | 23.44

Table 1 provides the sample size, the minimum, and maximum values, as well as the mean,
the median, standard deviation, and coefficient of variation. Accordingly, the value of the
standard deviation is higher than the mean for all the variables, and the difference between
the maximum and minimum (range) is substantial. The coefficient of variation indicates that
the data suffers from the existence of some extreme values. One possible reason for such
considerable variation can be due to the difference in characteristics of the countries'
overtime periods. This situation could indicate the appropriateness of the Fixed effect or the
Random effect model.

Table 1 also shows that Africa’s average performance in all governance indicators was not
impressive. On the WGI scale of -2.5 to 2.5 (or converted into a scale of 0 - 100%) the
average scores from 2000 to 2018 for the six indicators were: voice and accountability (-0.58
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or 38.2%); political stability (-0.47or 40.4%); governance effectiveness (-0.68 or 36.2%);
regulatory quality (-0.63 or 37.3%); rule of law (-0.62 or 37.4%); and control of corruption
(-0.58 or 38.2%). These values show that the average score for all the 49 African countries is
below 50%. On the other hand, the average human development index between 2000 and
2018 for all the countries was 50.8%.

In addition to the figures in Table 1, Annex 1 provides more information on the 18 years
average score for each country, as well as the average change in both the WGI and HDI
calculated using a one-year moving average. Accordingly, during the 18 years, the average
growth rate for all the governance indicators was minimal, and for some of the indicators, the
average growth was negative. Using one year moving average, the average growth rates for
all the countries during the 18 years were: 0.72% (voice and accountability); -3.99%
(political stability), -0.03% (governance effectiveness); 0.20% (regulator quality); 0.49%
(rule of law) and 0.14% (control of corruption). Although very small, this shows that there
were positive improvements in the four indicators: voice and accountability, the rule of law,
regulatory quality, and control of corruption. On the other hand, the improvements in political
stability and governance effectiveness were negative. The average change for HDI was
1.45%, which is relatively better than the governance indicators. The following discussion
provides a descriptive analysis of the changes in the dependent and independent variables
based on the values calculated for each country in Appendix 1.

a) Voice and accountability: The average score for voice and accountability indicator for the
49 Africa countries under study ranges from 13% to 67%. There are only 11 countries
with positive average scores or above 50%, and the rest 38 countries scored below 50%.
Using the -2.5 to 2.5 WGI scale (or converted to 0 — 100% scale), the three countries that
have high positive scores are Mauritius (.850 or 67%), cape Verdi (.845 or 66.9%), and
South Africa (.636 or 62.7%). The three countries with the lowest voice and
accountability score are Equatorial Guinea (-1.83 or 3.3%), Sudan (-1.73 or 15.4%), and
Libya (-1.61 or 17.8% ). Improvements, measured using the one-year moving average, in
voice and accountability performance in Africa, have been deficient. The three countries
that showed relative improvement during the 18 years were Sierra Lén (5.11%), Tunisia
(4.81%), and Liberia (4.36%). Countries that showed a decline in their scores were
Equatorial Guinee (-1.63%), Djibouti (-1.79%), and Chad (-2.07%). Although the average
improvement rate is minimal, from 2000-2018, positive average improvement was
recorded in 29 countries, while the rest 20 countries showed a decline in their voice and
accountability performances.

b) Political stability: The average score of political stability ranged from 6.06% (Sudan) to
70.4% (Botswana). There were 11 countries with positive average scores and 38 countries
with negative average scores. On the -2.5 and 2.5 scales ( or 0 - 100% scale), the three
countries with relatively higher average scores are Botswana (1.02 or 70.4%), Mauritius
(0.90 or 68%) and Cape Verdi (0.83 or 66.6%). The three countries with negative average
scores are the Central African Republic (-1.844 or 13.1%), Congo Democratic Republic
(-2.174 or 6.5%), and Sudan (-2.196 or 6.1%). The percentage change in the average
growth of political stability was minimal, except for three countries that showed better
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d)

growth in political stability. The average growth for the Democratic Republic of Congo
was 141.08%; for Guinea, it was 27.87%, and for Liberia, it was 16.61%. On the other
hand, a substantial decline in the average growth of political stability was recorded in the
Central African Republic (-41.48%), Sudan (-118.55%), and Burundi (-249.94%). During
the 18 years, 25 countries recorded positive average improvement in political stability,
while 22 countries showed a decline in average scores of political stability.

Government effectiveness: The Average governance effectiveness indicator was only
positive for seven countries, while it was negative or below 50% for 42 countries. On the
WGI scale of -2.5 and 2.5 (or 0 - 100%), the highest-scoring countries were Mauritius
(0.789 or 65.8%) Botswana (0.512 or 60.3%) and South Africa (0.468 or 59.4%). The
three countries that had negative average scores were Central Africa Republic (- 1.548 or
19%), Comoros (-1.555 or 18.9%), and Democratic Republic of Congo (-1.63 or 17.5%).
The average growth from 2000 to 2018 was less than 4 %. The highest positive average
percentage change was recorded for Liberia (3.34%), Democratic Republic of Congo
(3.34%), and Rwanda (2.90%), while the decline in governance effectiveness was
observed for Libya (-3.66%) and Chad (- 3.16%). During the period, only 21 countries
showed positive average growth, while 28 countries had negative average growth.

Regulatory quality: Regulatory quality indicators were positive or above 50% for four
countries out of the 49 African countries. On the scale of - 2.5 and 2.5, (or 0 — 100%)
these countries included Mauritius (0.798 or 66%), Botswana (0.562 or 61.2%), South
Africa (0. 449 or 59%), and Namibia (0.081 or 51.6%). On the other have the 45 African
countries had negative scores, and the three lowest scoring countries were Democratic
Republic of Congo (-1.47 or 20.6%), Libya (-1.649 or 17%), and Zimbabwe (-1.89 or
12%). The average growth rate for regulatory quality is also low and ranges from -4.23%
(Libya) and 7.87% (Democratic Republic of Congo). Out of the 49 countries under study,
38 countries showed a decline in average growth, and 11 countries observed positive
average growth.

Rule of Law: The rule of law indicator shows that seven countries had positive average
scores or above 50%, while the rest 42 countries had negative average scores. On the
scale of - 2.5 and 2.5, (or 0 — 100%), the three countries that had the highest positive
scores were: Mauritius (0.918 or 68.4%), Botswana (0.62 or 62.4%) and Cabo Verde
(0.50 or 60.1); and the three countries that had lowest scores were Central African
Republic (- 1.50 or 19.9%), Zimbabwe (-1.61 or 17.2%), and Democratic Republic of
Congo (-1.64 or 17.8%). During the period from 2000 to 2018, the average growth rate on
the rule of law indicator was not impressive. Twenty-six countries showed positive
growth, and the rest 23 countries observed negative growth. The highest average growth
rates were for Angola (7.72%), Rwanda (4.57%), and Liberia (3.44), and the lowest
growth rates were for Madagascar (-1.55%), Sao Tome and Principal (-1.66) and Libya
(-3.80%).

Control of Corruption: The data on control of corruption revealed that only eight
countries had positive scores, and the rest 41 countries had negative scores. On the scale
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of - 2.5 and 2.5, (or 0 — 100%), the highest-scoring countries were Botswana (0.93 or
68.7%), Cabo Verdi (0.78 or 65.6%), and Seychelles (0.45 or 58.9%). The countries that
scored below 50% or negative were Chad (-1.36 or 22.7%), Democratic Republic of
Congo (-1.39 or 22.3%), and Equatorial Guinee (-1.59 or 18.3%). The average change
during the period 2000 — 2018 was minimal and ranges from -2.97% (Libya) to 4.61%
(Liberia). Twenty-eight countries showed positive change on their average score, and the
rest 21 countries regressed.

A\\ MacrOthlnk Journal of Public Administration and Governance

g) The Human Development Index: Out of the 49 African countries, 21 countries scored
more than 50%. The highest performing country in African is Seychelles (75.6%). The
lowest-performing country is Niger (31.65%). The highest average growth in the human
development index was 3.05% (Ethiopia). The only country that showed negative growth
in the human development index was Libya (-0.13%).

The descriptive analysis shows that countries in crisis are scoring poor in many of the
governance indicators and the human development index. A case in point is Libya, a country
that has a failed state and has a negative average growth or/and scores in human development,
the rule of law, regulatory quality, government effectiveness, control of corruption, and voice
and accountability. Other countries in crises like Niger, Democratic Republic of Congo,
Sudan, Chad, and the Central African Republic showed negative scores in many of
governance indicators. On the other hand, the four countries with stable governments -
Mauritius, Cabo Verdi, Botswana, and Namibia - had both high scores in the six governance
indicators and the human development index. Countries like South Africa had also showed
strong scores in some of the governance indicators and high scores in the human development
index.

The descriptive analysis showed the existence of relationships between the governance
indicators and human development indicators. Nevertheless, the analysis cannot show which
governance indicators have a significant relationship with the human development index.
Thus the panel regression model will be used to find out the governance indicators that have a
significant association with the human development index.

6. Result of the Panel Regression Analysis

As indicated above, using the panel data regression analysis, this study will find out the
indicators of good governance that are linked or associated with the human development
index in 49 African countries for 2000-2018. In so doing, first, the Unit Root Test analysis
will test whether the panel data set is stationary or not. Secondly, the Fixed Effect and
Random Effect models will be run using EViews10 software. Lastly, the Hausman Test will
be done to select the best model that explains the relationship.

6.1 The Unit Root Test

The initial step in the panel regression analysis is to check whether all series in the panel
regression model is stationary or not. As pointed by Baltagi (2005), the panel unit root test
must be employed to ensure whether the variables are stationary or not. This test is mainly
done because non-stationary variables could lead to spurious regressions in regression
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analysis. Following the literature (Keser & G&kmen, 2017), this study will use the two types
of tests - the Common and Individual Unit Root Tests. The Common Unit Root Test is the
Levin, Lin, and Chu (LLC) Test, which assumes that the persistent parameters are common
across the cross-section. The other three Individual Unit Root Tests include the IPS,
Fisher-ADF, and Fisher-PP tests. These three tests assume that the persistent parameters
freely move across the cross-section. The null hypothesis is that there is a unit root process,
and the alternative hypothesis is no unit root test, or the process has stationarity. Table 2
provides the result.

Table 2. Panel unit test summary

The Common | The Individual Unit Root Tests
Unit Root Test
Levin. Lm, Peasaran and | ADF-Fisher | PP - Fisher
Lin&Chut | Shin W-stat Chi-Square Chi-Square
InCC -2.04106 -2.862894 133.888 175.579
(0.0206) (0.0043) (0.0094) (0.0000)
InGE -4.03406 -3.07872 156.976 246.298
(0.0000) (0.0010) (0.0001) (0.0000)
InPV -11.30007 -9.46897 259.193 502.824
(0.0113) (0.0000) (0.0000) (0.0000)
InRL -1.97356 -12.0749 329.64 302.332
(0.0242) (0.0000) (0.0000) (0.0000)
INRQ -6.7915 -11.5872 315.229 214.482
(0.0000) (0.0000) (0.0000) (0.0000)
InVA -4.09666 -4.2323 177.582 299.065
(0.0000) (0.0000) (0.0000) (0.0000)
InHD -13.5794 -3.44065 169.996 882.44
(0.0000) (0.0003) (0.0000) (0.0000)

In Table 2, the probabilities (which are in parenthesis) for Fisher tests are computed using an
asymptotic Chi-square distribution. All other tests assume asymptotic normality. Table 2
gives the stability of all the variables of the study at their original level and first difference
level. The P-values of all the variables are less than the absolute value (p-value > a = 0.05).
Based on these test values, it is possible to reject the null hypothesis, which states there is a
unit root process. As the test shows there is a stationary process, it is accepted to apply panel
regression model to determine the relationship between dependent and independent variables.

6.2 Results of the Fixed Effect and Random Effect Models

The panel analysis of good governance on human development is conducted using fixed and
random effect models. As indicated earlier, this study uses Eviews 10 statistical software to
analyze the link between the independent variables - the governance indicators and the
dependent variable - the human development index. Table 3 provides as follows.
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Table 3. Fixed and random effect models summary

Fixed Effect Model Random Effect Model

Coefficient | Std.err t-test p-value | Coefficient | Std.err t-test p-value
constant 3.377976 | 0.127651 | 26.46265 | 0.0000 3.355083 | 0.12016 | 27.92168 | 0.0000
InCC -0.080361 | 0.035708 | -2.250504 | 0.0247 -0.06523 | 0.034945 | -1.86668 | 0.0623
InGE -0.179122 | 0.032956 | -5.465101 | 0.0000 | -0.149296 | 0.032346 | -4.615584 | 0.0000
InPV 0.072864 | 0.013375 | 5.547114 | 0.0000 0.055133 | 0.01218 4.52636 | 0.0000
InRL 0.23275 | 0.033754 6.89547 | 0.0000 0.24894 | 0.033412 | 7.450539 | 0.0000
InRQ 0.080741 | 0.025869 | 3.121212 | 0.0190 0.053374 | 0.02533 | 2.107159 | 0.0354
InVA 0.019925 | 0.022963 | 0.867738 | 0.3858 0.01022 | 0.022138 | 0.461625 | 0.6445

Model summary Fixed effect Model summary Random Effect
R? 0.885004 0.111541
Adjusted R 0.877495 0.105448
Std. Error 0.081963 0.083673
F 117.862 18.30846
P-value 0.0000 0.0000
Correlated Random Effects — Hausman Test

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Probability
Cross-Section Random 42.904186 6 0.00000

Table 3 gives the panel regression result of the fixed and random effect model as well as the
Hausman test. The Hausman test statistic provides a p-value = 0.0000 > a= 0.05, which
indicated that the fixed effects model is better than the random effect model to determine the
relationship between governance and human development. The literature also shows that the
fixed effect model is more advisable, especially in cross-country research, to control for
possible omitted variable bias (Baltagi, 2005).

According to the fixed-effect model, the governance indicators, in general, have a significant
positive association with human development. The six governance indicators combined
interpreted 88.5% of the changes in human development, while the remaining 11.5% can be
attributed to other factors (not included in the study). The value of adjusted R? (0.877495) has
little difference from R? (0.885004), which indicates that the high R?is not due to the increase
in the number of independent variables but because of the importance of each variable in the
model. As earlier pointed the descriptive statistics also gives indication that there is
association between governance indicators and the human development index as most of the
countries with relatively high scores of governance have high scores in human development
index.

According to the results of the Fixed Effect model, it turns out that three governance
indicators - Rule of Law, Regulatory quality, Political stability - are positively associated with
human development at a statistically significant rate. The result also shows that there is a
statistically significant but inverse relationship between Governance effectiveness and human
development, as well as Control of Corruption and human development. One of the
governance indicators - voice and accountability has no significant relations with the human
development indicator. The finding of this study, however, differs from the limited studies
conducted on Sub-saharan Africa that considers government effectiveness (Davis, 2017) to
have a significant relation with human development. The result somehow agrees on the two
variables of good governance - regulatory quality and the rule of law — that were found out to
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have significant association in Europe (Keser and G&men, 2017)

The finding from the Fixed Effect panel analysis shows that one of the governance indicators
with the highest coefficient is the rule of law. As pointed above, the rule of law provides
people's perception of the quality of contract enforcement, property rights, the police, and the
courts and the likelihood of crime and violence. The critical importance of rule of law in
human development is also supported by earlier studies. The widely known
Capability-Building approach to development propounded by Sen (1999) maintained that the
rule of law, which is an instrument for the expansion of freedom through securing civil and
political rights, is the primary end and the principal means of freedom. As Pointed by Yu and
Guernsey (2011), 'Multilateral institutions such as the World Bank and many policymakers
throughout the world believe the rule of law promotes economic development.' Boettke and
Subrick (2003) also asserted that ‘The rule of law is an institutional feature that promotes
economic development that, in turn, leads to increase in those capabilities that Nussbaum and
Sen argue are necessary for living a human life.” Tamanaha (2011:4) also pointed out that the
rule of law serves as an instrument for national development because it imposes legal
limitations on and coordinates the acts of government officials as well as the behavior of
citizens.

The second governance indicator that has a direct and significant relation to human
development is regulatory quality. As indicated earlier, this indicator refers to the ability of
the government to formulate and implement sound policies and regulations that permit and
promote private sector development. Earlier studies also support this association between
regulatory quality and human development. Djankov et. al (2002) pointed out that the
countries with less limited, less democratic, and more interventionist governments regulate
entry more heavily, even controlling for the level of economic development. Djankov et. al
(2006) argued that government regulation of business is an essential determinant of growth.
This study indicated that the relationship between more business-friendly regulations and
higher growth rates is consistently significant in various specifications of standard growth
models.

The third governance indicator that has a positive relationship with human development is
Political stability and absence of violence. Earlier studies indicate that lack of political
stability and the presence of violence breeds poor human development. Kim and Conceicao
(2010) pointed out that ‘conflict destroys accumulated physical and human capital, forces
replacement of labor, and deteriorates institutional capacity. A country experiencing conflict
cannot secure long term returns for investments in both physical and human capital, resulting
in low investment in health and education (Ibid). In the same way, UNDP (2005) indicated
that violent conflict is one of the most extreme forms of suppressing choices and advancing
rights, therefore a major threat to human development.

7. Conclusion

By analyzing the longitudinal data from 2000 — 2018 for 49 African countries, this study
examined the association between governance indicators and human development. The World
Governance Indicators, developed by the World Bank, are used to measure good governance;
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and the HDI, developed by the UNDP, is used to measure human development. Both
descriptive and panel regression analyses are used to analyze the link between governance
indicators and human development index.

The descriptive analysis shows that countries that are scoring high in governance indicators
are also scoring high in the human development index. The analysis also gave some
indications that countries in crisis also have deficient scores in governance and human
development index.

Africa’s average performance in all governance indicators from 2000 — 2018 was between
36.2 % and 40.4%. Improvement in governance performance was not in general impressive.
Using the one-year moving average, the calculated improvement rate for the eighteen years
also showed a downward movement for political stability and governance effectiveness. Less
than one percent but positive improvements were found out for regulator quality, the rule of
law, and control of corruption. On the other hand, the average score for human development
was 50.8%, and the rate of the average change was 1.45%. Both the average scores and the
rate of improvement in governance and human development indicators were not impressive
and indicate that African countries have to strive to improve their governance and human
development performance.

The econometric analysis showed that the three governance indicators - the rule of law,
regulatory quality, political stability, and absence of violence - are significantly and directly
associated with the human development index. The finding revealed that governance
effectiveness and control of corruption are inversely related to human development. Voice
and accountability are not significantly related to human development. This result shows that
countries should consider giving a relatively better emphasis on the three governance
indicators that have positive and direct relations with human development. In general, this
research shows the nexus between good governance and human development and lays the
groundwork for future studies and policy considerations on improving governance and
human development in Africa.
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Appendix 1. Average score and average percentage changes *
Governance Political Regulatory Human
Control of corruption effectiveness stability Quality Rule of Law Voice & al develop:
Average | Average | Average | Average | Average | Average | Average | Average | Average | Average | Average | Average Average | Average
country score % change | score % change | score % change | score % change | score % change | score % change | score % change
1 Algeria 376 1.14% 388 1.92% 257 4.13% 313 -1.91% 344 2.24% 312 0.72% 71.8 0.96%
2 Angola 234 2.54% 27.1 370 11.99% 274 526% 239 344% 266 265% 303 2.25%
3 Benin 381 0.69% 399 56.3 -1.81% 413 -028% 39.5 -1.41% 350 -0.14% 47.0 1.59%
4 Botswana 68.7 0.01% 603 704 -0.11% 61.2 -030% 624 -0.23% 60.4 -036% 63.3 137%
5 Burkina Faso 430 -0.02% 380 434 -2.84% 448 409 449 0.56% 363 2.49%
6 Burnundi 272 252 154 -249.9% 289 257 283 0.23% 378 2.20%
7 Cabo Verde 63.6 320 66.6 -0.34% 471 60.1 66.9 0.40% 61.8 0.83%
2 Cameroon 276 335 36.8 -2.60% 3335 28.1 293 0.13% 502 151%
9 Central AR 270 19.0 13.1 -41.48% 252 199 2735 -127% 343 1.29%
10 | Chad 227 118 21.1 191% 28.7 225 238 -2.07% 363 1.78%
11 | Comoros 341 1Eg 427 1.04% 240 299 413 2.74% 506 0.97%
12 | Congo,Dem.Rep 223 75 1735 6.5 141.08% 20.6 172 21.0 2.17% 402 1.91%
13 | Congo,Rep. 271 .08 26.1 359 3.10% 255 26.0 278 1.90% 552 1.23%
14 | Cote dTvoire 327 .90% 300 208 9.81% 36.1 28.0 323 2.49% 433 1.41%
13 | Djibouti 380 1.00% 320 430 2.12% 372 332 26.1 -1.79% 438 1.88%
16 | Egypt,ArabRep 376 0.04% 397 30.5 -1.62% 39.6 442 278 -1.15% 66.0 0.80%
17 | Equatonial Guinea 183 0.63% 199 499 0.79% 219 222 133 -1.63% 374 0.73
13 | Eswatini 434 0.03% 3635 456 0.56% 398 389 226 0.95% 51.7 1.5
19 | Ethiopia 382 0.03% 374 199 -039% 204 36.1 248 -0.20% 39.3
20 | Gabon 339 0.21 332 343 -1.83% 304 39.5 332 -1.43% 66.1
21 | Gambia, The 378 0.01% 370 318 -0.86% 41.6 409 309 4.13% 43.0
22 | Ghana 472 0.11¢% 483 489 1.119 483 306 578 1.13% 543
23 | Guinea 204 0.11% 287 236 27.87% 30.1 234 287 1.79% 40.6
24 | Kenya 306 0.96% 398 254 0.199 452 348 443 1.60% 321
25 | Lesotho 50.7 0.18% 417 50.3 0.24% 398 46.7 49.8 136% 46.6
26 | Libera 33.0 219 208 251 273 412 436% 44.1
27 | Libya 253 237 35 9 17.0 257 17.8 3.34% 729
28 | Madagascar 398 333 443 077% 403 379 423 0.67% 4935
29 | Malawi 378 379 492 0.18% 382 452 454 0.41% 424
30 | Mah 369 334 374 -3.19% 407 409 503 -034% 386
31 [ Mawnitania 373 36.1 402 -1.839% 303 347 326 0.14% 49.0
32 | Mawnitin: i3 638 68.0 0359 66.0 684 67.0 037% 744
18 http://jpag.macrothink.org
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33 | Morocco 146 | 018% 473 030% 121 0.55% 165 10| 057% 369 048% 614 143%
34 | Mozambique 380 | -102% 376 | -135% 195 | 116% 401 356 102% 162 063% 385 235%
33 | Namibia 563 032% 526 | 007% 640 222% 516 539 018% 527 015% 588 102%
36 | Niger 333 111% 333 1.14% 316 |  348% 384 379 0.61% 131 1.00% 317 238%
36 | Rwanda 529 3.10% 456 2.90% 303 821% 136 417 157% 247 247% 160 2.78%
38 | Sao Tome and Principe 47.0 0.15% 364 | 047% 563 350 386 549 057% 546 141%
35 | Senegal 16.0 0.39% 133 0.15% 139 159 165 517 020% 164 164%
40 | Seychelles 589 0.58% 546 0.99% 65.7 415 526 519 0.44% 757 0.70%
41 | Siema Leone 327 1.49% 257 1.70% 424 310 306 432 511% 383 231%
42 | SouthAfrica 530 | 128% 504  073% 478 590 523 527 0.16% 638 0.68%
43 | Sudan ps| 18 2p2| 10m% 6.1 221 232 154 039% 165 138%

44 | Tanzania 354 133% 39.1 0.99% 126 120% 412 418 447 036% 4 173
45 | Toge 321 0.24% 235 0.65% 123 1.04% 337 328 549 305 178% 167 110%
46 | Tunisia 481 0.73% 541 122% 10| 301% 168 194 0.69% 380 181% 0. 0.73

47 | Uganda 315 | 039% 307 | 033% 207 2.83% 165 15 161% 377 127% 474 1.75%
48 | Zambia 102 0.28% 3338 119% 554 0.51% 400 420 0.45% 448 0.35% 520 192%
49 | Zimbabwe 38|  0o% 255  aum 303 3.40% 120 178 0.95% 222 020% 132 133%

*The average score is calculated by adding the 18 years scores of each indicator an
by 18.

The average % change is the 18years average of the calculated one-year movin
score for all indictors.
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