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AB: Steady improvement in macroeconomic performance in terms of Exchange Rate 

(EXCR), Inflation Rate (INFR) and Gross Domestic Product Growth Rate (GDPR) eliminates 

uncertainty in economic activity. It also increases investment attractiveness, ensures smooth 

operations of price mechanism as well as appropriate use of economic resources. However, 

Economic Community of West African States (ECOWAS) is bedevilled with poor 

macroeconomic performance in terms of EXCR, INFR and GDPR. This has been attributed 

to savings-investment gap, inadequate domestic capital stock and low-income capacity which 

necessitate External Public Debt (EPD). With virile, strong and independent institutional 

quality (ISTQ), the benefit of EPD would be realised. Several studies on the relationship 

between EPD and macroeconomic performance focused more on other regions or country 

specific with limited focus on ECOWAS and without considering the role of ISTQ. 

Therefore, this study examined the nexus between EPD and macroeconomic performance of 

ECOWAS incorporating the role of ISTQ. 

 

The study employed ex-post facto research design. Based on availability of data, 14 

ECOWAS comprising eight Communauté Financière Africaine (CFA) and six Non-

Communauté Financière Africaine (NCFA) were included in the study. Data from 1990 - 

2020 were sourced from the World Development Indicators (WDI), World Governance 

Indicators (WGI) and African Development Bank (AFDB). Natural logarithms of EPD and 

EXCR were employed in the study. Both first-and-second generations unit root tests were 

employed to examine the time series characteristics of the variables. The dynamic panel 

autoregressive distributed lag was used to investigate the relationship between EPD and 

macroeconomic performance. The study adopted 5% level of statistical significance. 



 

Findings indicated the existence of long run relationships among the variables. For the entire 

ECOWAS, the long run estimates of EPD and ISTQ on GDPR were β = -0.853, t = -2.14, p < 

0.05 and β = 1.076, t = 1.97, p > 0.05; EPD and ISTQ on EXCR were β = 0.031, t = 0.35, p > 

0.05 and β = 0.293, t = 1.36, p > 0.05; EPD and ISTQ on INFR were β = -2.284, t = -3.15, p < 

0.05 and β = 2.636, t = 1.92, p > 0.05 respectively. The results showed that EPD exerted 

significant negative effect on GDPR and INFR but insignificant positive effect on EXCR, 

while ISTQ exerted insignificant positive influence on GDPR, EXCR and INFR  The 

subgroup estimates of EPD and ISTQ on GDPR in CFA were β = 0.350, t = 0.62, p > 0.05; β 

= 1.703, t = 1.84, p > 0.05 respectively, whereas EPD and ISTQ on GDPR in NCFA were β = 

-1.596, t = -2.85, p < 0.05; β = 1.996, t = 3.00, p < 0.05 respectively.  

 

The study concluded that EPD was detrimental to GDPR in ECOWAS and NCFA but not in 

CFA while institutional quality was beneficial. For NCFA, policy measures should be taken 

to reduce EPD while caution should be exercised in CFA. Also, the entire ECOWAS should 

ensure existence of virile, strong and independent institutional quality. 
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