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Abstracts 

This study examines the effect of regional trade integration and governance on the structural 

transformation in the ECOWAS trade bloc covering the period 2000-2015. In estimating 

regional trade index, the methodology for calculating the Africa Regional Integration Index 

(ARII) developed by African Union Commission (AUC), the African Development Bank (AfDB) 

and the Economic Commission for Africa (ECA) was employed. In carrying out the empirical 

analysis, panel regression method was used in the estimation. The results show that bad 

governance negatively affects structural transformation towards agricultural sector in the trade 

bloc. However, openness of the economies in the trade bloc to both ECOWAS members and the 

rest of the world will promote positive transformation towards the industrial sector. Besides, the 

deeper the trade integration in ECOWAS without its members restricting trade with the rest of 

the world, the more the positive transformation in the manufacturing sector with improved value 

added to the GDP. Therefore, the economies in the ECOWAS trade bloc should deepen their 

trade integration without restricting trade with the rest of the world, and improve on good 

governance in order to witness more structural transformation of their economies. 
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1. Introduction 

Most of the regional economic bodies in developing countries are committed to regional 

integration because of both external and internal factors. In Africa, regional integration has been 

considered as a necessity to ensure there is a good relationship among the economies in order to 

afford themselves the advantage of economies of scale in production and consumption which 

good regional integration can ensure (Agbonkhese and Adekola, 2014). This is due to the fact 

that Africa contains small and fragmented economies with low incomes (Karamuriro, 2015), and 

regional integration is one of the factors that can bring about structural transformation and 

economic growth. Atik (2014) defines regional economic integrations as formations serving for 

the common economic objectives of countries with similar performances. On the other hand, 

economic transformation occurs when an economy structurally moves over time from a lower, 

rudimentary and subsistence level to a higher and more sophisticated level of economic activities 

(Ibrahim, 2012). UNECA (2013) also defines economic transformation as a fundamental change 

in the structure of the economy and its drivers of growth and development. 

UNECA (2013) points out that Africa will not be able to achieve wealth creation, tolerable 

inequalities, poverty reduction, strong productive abilities, improved social environments for its 

people, and sustainable development without ensuring that its economies are structurally 

transformed. Because, with economic transformation, optimal use of the available unlimited 

natural resources in Africa will be guaranteed. In addition to this, structural transformation 

brings about industrial development, enhanced economic growth, and ability to withstand 

commodity price shocks from the international market. 

An attainment of regional integration without good governance in each of the trade bloc member 

states may produce no good result in terms of economic transformation. As reflected in its 

Worldwide Governance Indicators (WGI), the World Bank views good governance from six (6) 

broad dimensions of governance:  Voice and Accountability, Political Stability and Absence of 

Violence, Government Effectiveness, Regulatory Quality, Rule of Law, and Control of 

Corruption. It produces an index which ranges from 1 to 100 in percentile rank, with larger 

values indicating better governance, and it is expected to have a positive effect on structural 
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transformation in the economy. Therefore, the importance of good governance in transforming 

an economy cannot be overemphasised. 

While ensuring that structural trade integration is deepened among the member countries in a 

trade bloc and good governance is promoted to ensure that economies are structurally 

transformed especially towards industrialisation, it is also important for the member countries 

not to engage in trade restrictions. This is because it has been theoretically argued in the 

literature that a more open economy tends to be more industrialised (Dodzin and Vamvakidis, 

1999). By implication, the more restrictive the trade policy of a country, the less industrialised. 

Liberalisation of an open economy is supported because it allows technology to flow freely, and 

technology transfer is therefore facilitated by the market signals, but contrarily, liberalisation is 

not seen as a choice because infant industries require protection (King, 2007). Muuka et el 

(2009) buttress the point for trade openness by asserting that removal of the barriers, greater 

integration and trade openness to the rest of the world will enable companies in a trade bloc to 

gain from new ideas, technologies and products. 

Reuben et el. (2013) observe that to ensure that regional integration is deepened in the trade bloc, 

ECOWAS has not desisted from ensuring free international trade, common external tariff wall, 

consolidation or freezing of customs duties, non-tariff barriers to intra-trade, among others. 

However, empirical studies on the effect of regional trade integration on the structural 

transformation of the economies in the trade bloc are still few. This study is therefore aim to fill 

this gap as a contribution to the study. The objectives of this study is therefore to examine the 

roles of regional trade integration and governance in structural transformation of economies in 

ECOWAS trade bloc. The expectations are that regional trade integration and governance have 

positive effect on structural transformation. Thus, recommendations will be made in this study as 

regards the need to promote deepened trade integration and improved good governance to foster 

structural transformation in the ECOWAS trade bloc.  

After this introduction, the rest of this paper therefore proceeds as follows. Section 2 presents the 

background to the study. Section 3 provides the literature review, while section 4 describes the 

methodology of the study. Section 5 provides the empirical results while section 6 concludes and 

offers recommendation. 
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2. Background to the study 

Fifteen (15) countries from the West African region are the members of the Economic 

Community of West African States (ECOWAS): Benin, Burkina Faso, Cabo Verde, Côte 

D'ivoire, The Gambia, Ghana, Guinea, Guinea Bissau, Liberia, Mali, Niger, Nigeria, Senegal, 

Sierra Leone and Togo. Common economic interest, and both cultural and geopolitical bond are 

shared by these countries. Through the Lagos treaty, ECOWAS came into being on May 28 

1975. The creation of the common market through trade liberalisation among Member States is 

the one of the objectives of ECOWAS. In order to realise this objective, efforts have been made 

to foster the West Africa region as a Free Trade Area by designing the ECOWAS Trade 

Liberalisation Scheme (ETLS) as the major operational tool. Despite this, the economies in 

Africa generally and in the ECOWAS are still dominated by agriculture, natural resources and/or 

primary commodities, with little contribution from the manufacturing sector (AfDP, 2011; and 

UNECA, 2013). 

Table 1 below presents the average percentage sectoral contributions to the value added GDP of 

all the countries in the ECOWAS for the period 2000-2015. As it can be observed on Table 1, 

agriculture contribute over 25% to the value added GDP and contribute as high as an average of 

72.4% to the value added GDP of Liberia for the period 2000-2005. It contributes the least to the 

value added GDP of Cabo Verde at an average of 10.6% in the period 2000-2005. The industrial 

sector is at the middle contributing as high as 47.1% on average to the value added GDP of 

Guinea during the period 2011-2015, and the lowest to the value added GDP of Liberia at 5.1% 

on average. Service has been contributing the highest to the value added GDP during the period 

under review contributing as high as average of 84.4% to the value added GDP of Cabo Verde in 

the period 2011-2015. The least contribution of services is an average of 22.4% to the value 

added GDP of Liberia in the period 2000-2005. 
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Table 1: ECOWAS countries average sectoral contributions to the value added GDP (%), 

2000 - 2015 

 Agriculture Industry Services, etc. 

Country 2000-

'05 

2006 - 

'10 

2011 - 

'15 

2000-

'05 

2006 - 

'10 

2011 - 

'15 

2000-

'05 

2006 - 

'10 

2011 - 

'15 

Benin 26.5 27.2 30.0 31.9 26.5 28.1 41.7 46.4 61.9 

Burkina 

Faso 

36.5 36.2 41.1 19.8 19.0 27.4 43.7 44.8 51.5 

Cabo 

Verde 

10.6 9.7 11.9 19.3 20.1 23.8 70.1 70.2 84.4 

Cote 

d'Ivoire 

25.5 22.6 28.0 21.6 23.7 34.3 52.8 53.7 57.8 

Gambia, 

The 

26.7 27.2 26.4 15.1 14.8 17.9 58.2 58.0 75.6 

Ghana 40.1 31.3 27.2 27.8 20.6 33.5 32.1 48.2 59.4 

Guinea 23.4 24.4 24.7 33.8 41.4 47.1 42.7 34.2 48.2 

Guinea-

Bissau 

42.7 45.5 55.2 15.7 13.5 16.8 41.6 41.0 48.0 

Liberia 72.4 59.0 44.9 5.1 6.5 16.3 22.4 34.5 58.7 

Mali 35.1 35.0 48.2 24.9 26.1 24.6 40.0 39.0 47.2 

Niger 33.7 41.4 46.6 17.0 13.9 24.5 49.4 44.7 48.9 

Nigeria 36.3 31.7 25.5 41.0 36.7 29.1 22.7 31.6 65.4 

Senegal 17.1 15.9 19.4 24.3 23.5 28.8 58.5 60.6 71.8 

Sierra 

Leone 

51.8 55.3 67.2 13.7 8.9 14.4 34.6 35.8 38.4 

Togo 37.1 35.3 47.4 17.8 17.5 21.3 45.1 47.2 51.3 

Source: Authors’ computation with data from the IMF WDI 

In the literature, manufacturing is considered as an engine of economic growth UNCTAD 

(2016). Therefore, the contribution of the manufacturing sub-sector under industrial sector to the 

value added GDP is presented in Table 2. As it can be seen, the contribution of the 

manufacturing sub-sector has been very low over the years. In fact, the highest manufacturing 

contribution to the value added GDP is an average of 17.39% to the economy of Benin in the 

period 2011-2015. What can be derived from this is that the manufacturing sector which is 

considered as the engine of economic growth has not been making appreciable impact in the 

member states of ECOWAS trade bloc.  
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Table 2: ECOWAS countries average manufacturing contributions to the value added 

GDP (%), 2000 - 2015 

Country 2000-'05 2006 - '10 2011 - '15 

Benin 22.78 17.71 17.39 

Burkina Faso 12.96 9.62 8.03 

Cabo Verde 7.31 5.80* NA 

Cote d'Ivoire 14.48 13.82 17.08 

Gambia, The 6.63 6.45 6.77 

Ghana 9.85 8.44 6.94 

Guinea 5.20 6.93 8.16 

Guinea-Bissau NA NA NA 

Liberia 5.03 5.80 3.96 

Mali NA NA NA 

Niger 6.48 5.04 7.54 

Nigeria 3.43 3.31 10.41 

Senegal 15.98 14.16 17.04 

Sierra Leone 3.20 2.48 2.32 

Togo 8.72 8.53 7.34 

Source: Authors’ computation with data from the IMF WDI 

Note: NA implies Not Available. * Implies data is available for 2006 alone 

Figure 1 presents the average sectoral shares of each sector in the value added GDP for the 

period 2000-2015. Figure one depicts the leading role of service sector in contributing to the 

value added GDP of the ECOWAS trade bloc as a whole. The agricultural occupies the second 

position, while the industrial sector is the last. Besides, the low performance of the 

manufacturing sub-sector in contributing to the value added GDP can also be clearly observed. 

This implies that there is a need for the economies in the ECOWAS trade bloc to design 

appropriate policies and programmes, both the national and regional level, that will unleash the 

potential of the manufacturing sector to structurally transform the economies in the region. 
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Figure 1: ECOWAS average sectoral share in the value added GDP (%), 2000 - 2015 

 
Source: Authors’ Drawing 

One of the efforts that is being made in Africa to ensure structural transformations of the 

economies in Africa through regional integration and improvement in good governance. This has 

also encouraged the African Union Commission (AUC), the African Development Bank (AfDB) 

and the Economic Commission for Africa (ECA) to develop a methodology for calculating the 

Africa Regional Integration Index (ARII) as contained in its Africa Regional Integration Index 

(ARII) Report 2016. The application of this technique provides the regional trade integration 

index (TINT)3 figures presented on Table 3 for all member countries of ECOWAS, together with 

intra-regional trade intensity index (ITCR) and good governance indicator (GOV). The regional 

trade integration index (TINT) ranges between 0 and 1 and the higher the more integrated the 

economy to the ECOWAS trade bloc in terms of trade. Also, intra-regional trade intensity index 

(ITCR) and good governance indicator (GOV) also ranges between 1 and 100 (%) and the higher 

the more opened and better governed an economy is respectively. 

                                                           
3 A detailed description of how these figures are arrived is presented under sub-section 3.2. 
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From Table 3, the most integrated economy to the ECOWAS trade bloc appears to be Cote 

d'Ivoire, while the least integrated economy to the ECOWAS trade bloc is Nigeria4 over the 

period 2000-2015. The intra-regional trade intensity index (ITCR) show that Cote d'Ivoire and 

Nigeria the first and second most opened economies in the bloc while the least opened economy 

is the Gambia. Table 3 also reveal that Carbo Verde is the best performer in terms of governance, 

least performing country in terms of governance is Cote d'Ivoire. 

Table 3: ECOWAS countries average regional TINT, ITCR and GOV, 2000 - 2015 

 TINT ITCR (%) GOV 

Country 2000-

'05 

2006 - 

'10 

2011 - 

'15 

2000-

'05 

2006 - 

'10 

2011 - 

'15 

2000-

'05 

2006 - 

'10 

2011 - 

'15 

Benin 0.5 0.4 0.4 9.4 6.8 5.5 44.1 42.3 39.7 

Burkina 

Faso 

0.6 0.5 0.5 15.4 8.8 12.2 40.0 42.5 36.4 

Cabo 

Verde 

0.3 0.3 0.3 0.3 0.2 0.1 62.0 66.9 66.3 

Cote 

d'Ivoire 

0.7 0.8 0.6 81.7 64.8 49.3 13.1 10.9 22.6 

Gambia, 

The 

0.4 0.2 0.5 1.1 1.0 1.8 40.4 34.8 31.2 

Ghana 0.4 0.3 0.2 29.3 16.3 23.7 48.7 54.5 54.5 

Guinea 0.5 0.3 0.3 6.1 1.6 2.9 16.8 8.4 13.9 

Guinea-

Bissau 

0.5 0.5 0.4 1.1 0.9 0.9 16.8 16.2 11.8 

Liberia 0.5 0.4 0.6 2.7 1.8 1.7 6.1 20.5 23.6 

Mali 0.7 0.6 0.5 24.0 18.6 13.4 43.3 41.3 27.0 

Niger 0.6 0.4 0.4 9.5 5.3 5.8 28.6 28.9 29.2 

Nigeria 0.1 0.3 0.2 69.1 57.0 41.2 12.7 16.1 15.8 

Senegal 0.6 0.6 0.5 26.3 19.1 15.3 49.7 40.2 46.2 

Sierra 

Leone 

0.3 0.5 1.0 1.3 3.5 9.0 16.7 23.8 25.4 

Togo 0.7 0.6 0.7 9.8 6.0 6.9 19.0 18.3 21.3 

Source: Authors’ computation 

 

                                                           
4 This result from our application of the ARII methodology contrast the findings stated in the ARII Reports 2016 

where Nigeria is ranked as the highest performer and followed Cote d'Ivoire in the second position. 
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In Figure 2, it is shown that ECOWAS trade bloc’s ITCR trend over the period 2000-20125 was 

falling indicating the fact that the economies in the bloc as whole imposed trade restriction. The 

good governance indicator has been stable at an average of slightly above 30%. There was a 

deep in the regional trade integration index (TINT) in 2010 indicating that the economies in the 

region were less integrated during the period under review. However, there has been an 

improvement in the trade integration in ECOWAS since year 2010. This therefore prompt the 

need to empirically analyse the effect all these three variables (TINT, ITCR and GOV) have on 

the structural transformation of the ECOWAS trade bloc. 

Figure 2: ECOWAS countries average TINT, ITCR and GOV, 2000 - 2015 

Source: Authors’ Drawing 

3. Literature review 

Some studies have been carried out to analyse the effect of regional integration on the 

performance of economies in trading blocs under different topics. However, most of the 

empirical studies on the effect of regional integration on economic performance have trade blocs 

in Africa as their focuses. This may be due to the fact that Africa contains small and fragmented 

economies with low incomes (Karamuriro, 2015), and therefore countries in Africa have 

considered it necessary to promote economic integration in order to take advantage of economies 

of scale in both production and consumption (Agbonkhese and Adekola, 2014). The African 
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Union only recognizes eight Regional Economic Communities5 (RECs) (AUC, AfDB and ECA, 

2016), and there are have studies on some of these RECs in Africa as review in this study 

indicate. 

Kamau (2010) assess how economic growth is affected by economic integration in Common 

Market for Eastern and Southern Africa (COMESA), East African Community (EAC) and 

Southern African Development Community (SADC) trade blocs. To carry the analysis, an 

economic integration index based on average Most Favoured Nations (MFN) tariffs and the level 

of regional cooperation in the three trade blocs is constructed and the system GMM estimation 

technique is also applied. The results of the study reveal that economic integration is positively 

related to economic growth. Besides, separately and jointly, economic integration significantly 

influences economic growth positively. 

Negasi (2009) employed augmented gravity model using panel data and random effect estimator 

methods to examine the effect of regional economic integration in Southern African 

Development Community (SADC) by employing disaggregated data for the period 2000-2007. 

The focus of the study is on the analysis of trade creation and diversion effects of SADC. The 

findings from the study indicate that intra-SADC trade is witnessing a growth in in fuel and 

minerals, and heavy manufacturing sectors, but declines in agricultural and light manufacturing 

sectors. That is, there is a displacement of trade with the rest of the world in both fuel and 

minerals as well as heavy manufacturing sectors.  

Muuka et el (2009) study the impediments to integration in Africa's largest regional trading 

block in COMESA by investigating the aims of the 22 members of the bloc and types of barriers 

to integration which are two: World Bank and IMF’s structural adjustment programs (SAPs) 

induced barriers and other factors with limited connection with SAPS. Their conclusion is that 

the barriers induced by SAP and non-SAP factors has restricted the ability of COMESA to save 

                                                           
5 The eight (8) RECs recognised by the AU are: Community of Sahel–Saharan States (CEN–SAD), Common 

Market for Eastern and Southern Africa (COMESA), East African Community (EAC), Economic Community of 

Central African States (ECCAS), Economic Community of West African States (ECOWAS), Intergovernmental 

Authority on Development (IGAD), Southern African Development Community (SADC), and Arab Maghreb Union 

(UMA). 
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the economies in the region. However, removal of the barriers, greater integration and trade 

openness to the rest of the world will enable companies in COMESA to gain from new ideas, 

technologies and products. 

Agbodji (2008) assess the implication of referential trade agreements and the monetary union for 

bilateral trade between UEMOA member countries by employing a dynamic gravity model. The 

findings of the study show that being a member of a common monetary zone and implementing 

common economic reforms have significant effect on bilateral trade in a bloc. However, it leads 

more to imports and exports diversion than creating trade. Trade within a bloc can be negatively 

affected if there is promotion of informal transborder trade when economic policy is distorted. 

On his on part, Mijiyawa (2017) analyses the factors contributing to the manufacturing 

development in Africa by employing the system-GMM technique for the period 1995–2014. The 

results of the study indicate that the relationship between the manufacturing share of GDP and 

per capita GDP is U-shaped, there is a positive the exchange rate depreciation and manufacturing 

sector in Africa, good governance positively impact the manufacturing sector performance, and 

the manufacturing share of GDP is positively influence by the domestic market size. However, 

the results further indicate that FDI and urbanization play no role on manufacturing 

development. 

Karamuriro (2015) examines how regional economic integration affects exports in the COMESA 

region by using the fixed effects regression, random effects regression and instrumental variables 

GMM regression to estimate an augmented trade gravity model using panel data for the period 

1980-2012. The results indicate that intra-regional exports have increased as a result of the 

establishment of the COMESA trading bloc. Therefore, there is a need to deepen regional 

integration in the region in order to promote export flows. 

It can be observed that COMESA and SADC trading blocs have been the most studied among 

the recognised RECs in Africa with virtually no empirical studies on some of the remaining 

RECs. Therefore, there is a need to fill this gap by contributing to the study on the effect of 

regional integration on the economies in more regional trading the blocs. This study therefore 
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fills this gap by aiming to empirically examine the roles of regional trade integration and 

governance in structural transformation of economies in ECOWAS trade bloc. 

4. Methodology 

4.1. Dependent Variables 

The examination of the effects of regional trade integration and governance on structural 

transformation in ECOWAS regional bloc is the objective of this study. UCTAD (2016) submits 

that the two mostly used measures of structural transformation: employment shares of sectors in 

total employment and value-added shares of sectors in total value added. Either the number of 

workers or the number of hours worked in each sector is usually used to calculate employment 

shares. Real shares are sometimes used to express the value added shares, but nominal shares are 

the usual expression for structural transformation. Share of each sector’s export as a percentage 

of GDP is also pointed out by UNCTAD (2016) as another measure of structural transformation. 

Besides, the real agricultural, service and manufacturing sectors value added outputs are used by 

Kumi et el (2017) in their study. In this study, we follow UNCTAD (2016) and measure 

structural transformation as the nominal value added shares of Agriculture (AGR), Industry 

(IND) and Services (SER) in total value added as the dependent variables. In the literature, 

manufacturing is considered as an engine of economic growth UNCTAD (2016). We therefore 

also include the nominal value added shares of manufacturing (MAN) in total value added as an 

additional dependent variable. 

4.2. Independent Variables 

The independent variables for this study are lagged/initial values of each sector value added 

shares of total value added: agriculture (LAGR), industry (LIND) and services (LSER) as well as 

manufacturing (LMAN). These lagged/initial values of each sector value added shares of total 

value added together with capital (CAP) and labour (LAB) are the foundation independent 

variables of this study. The three independent variables of focus of this study to assess the 

impacts of regional trade integration and governance on structural transformation are trade 

integration index (TINT), intraregional trade intensity index (ITCR), good governance indicator 

(GOV). Other variables that influence transformation of sectors in an economy considered in this 

study are fiscal policy (FISP), inflation (INF) and financial development (FIND).  
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The lagged/initial values of sectors’ value added shares in total value added are expressed in 

nominal term. This follows Kamau (2010) and Kumi et el (2017) to capture the conditional 

convergence effects in the model. This is because there is a tendency, according to conditional 

convergence, for economies to converge toward a steady-state path (Solow, 1956). In line with, 

Kumi et el (2017) this study maintains that the initial value additions have positive effect on each 

sector contribution to total value addition in ECOWAS member countries. The lagged/initial 

values of sectors’ value added shares in total value added is calculated with data from the World 

Development Indicators (WDI). 

Trade integration index (TINT) is calculated by employing the methodology for calculating the 

Africa Regional Integration Index (ARII) developed by African Union Commission (AUC), the 

African Development Bank (AfDB) and the Economic Commission for Africa (ECA) (2016). 

Trade integration, regional infrastructure, productive integration, free movement of people, and 

financial integration and macroeconomic convergence are the five major regional integration 

components on which ARII is based. The five dimensions are further split into 16 indicators. 

However, in this study, our focus is on the effect of regional trade integration in the ECOWAS 

bloc on structural transformation. We therefore estimate the trade integration index for each 

ECOWAS member countries employing the four components of trade integration index in ARII 

methodology.  

The four components of trade integration index are: level of customs duties on imports index, 

share of intra-regional goods exports index, share of intra-regional goods imports index, and 

share of total intra-regional goods trade (percentage of total intra-REC trade) index. The level of 

customs duties on imports index is calculated from the simple average of the tariff rate applied to 

the most-favoured nation (MFN) based on the harmonised system 6-digit code based on the 

imports from the Regional Economic Community (REC). The formula for estimating the level of 

customs duties on imports index (CII) is: 

 
CR - Min

CII =1-
Max - Min

 
 
 

         (1) 
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Where CR is the country’s simple average of the tariff rate applied to the most-favoured nation 

(MFN) for a particular, while Min and Max are the minimum and maximum simple average of 

the tariff rate applied by ECOWAS countries to the most-favoured nation (MFN) respectively for 

each year. 

Share of intra-regional goods exports index (IRGEI) is calculated for each country in ECOWAS 

based on each country’s share of intra-regional goods exports which is the value of intra-regional 

goods exports as a percentage of the country’s Gross Domestic Product (GDP). The formula for 

estimating the intra-regional goods exports index (IRGEI) is: 

 
CRE - MinE

IRGEI =
MaxE - MinE

 
 
 

        (2) 

Where CRM is the country’s share of intra-regional goods exports, while Min and Max are the 

minimum and maximum share of intra-regional goods exports in ECOWAS respectively for each 

year. 

Share of intra-regional goods imports index (IRGMI) is calculated for each country in ECOWAS 

based on each country’s share of intra-regional goods imports which is the value of intra-regional 

goods imports as a percentage of the country’s Gross Domestic Product (GDP). The formula for 

estimating the intra-regional goods exports index (IRGMI) is: 

 
CRM - MinM

IRGMI =
MaxM - MinM

 
 
 

        (3) 

Where CRM is the country’s share of intra-regional goods imports, while Min and Max are the 

minimum and maximum share of intra-regional goods imports in ECOWAS respectively for 

each year. 

Lastly, each country’s intra-regional goods trade index is calculated as an average of the indices 

obtained from equations (1) to (3), and this is used in this study to measure trade integration 

index (TINT). Trade integration index (TINT) is estimated with data from the International 

Monetary Fund (IMF) Direction of Trade (DOT) statistics. The range of the index is between 0 
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and 1, and closer values to 1 indicate that an economy is highly integrated to the ECOWAS 

trading bloc. Trade integration index (TINT) is expected to have a positive effect on total value 

addition in ECOWAS member countries. 

Intraregional trade intensity index (ITCR) is calculated as the intra-regional trade share divided 

by ECOWAS's share of world trade. This follows Kamau (2010) and is used as a proxy to 

measure the openness of each economy in ECOWAS not only to the other members in the bloc 

but also to the rest of the world. ITCR is estimated with data from the International Monetary 

Fund (IMF) Direction of Trade (DOT) statistics and is expected to have a positive effect on total 

value addition in ECOWAS member countries. Good governance (GOV) indicator is obtained 

from the World Bank's Worldwide Governance Indicators (WGI). It is calculated as the simple 

average of the addition of the percentile rank of the six (6) broad dimensions of governance:  

Voice and Accountability, Political Stability and Absence of Violence, Government 

Effectiveness, Regulatory Quality, Rule of Law, and Control of Corruption. This index ranges 

from 1 to 100 in percentile rank, with larger values indicating better governance and is expected 

to have a positive effect on total value addition in ECOWAS member countries. 

Capital (CAP) data is the gross fixed capital formation as a share of GDP from WDI used as a 

proxy for the effect of investments on structural transformation. Labour (LAB) data from WDI 

and is proxied by the percentage of economically active population aged 15 to 64 years. Fiscal 

policy (FISP) is measured by general government final consumption expenditure as a percentage 

of GDP with data from the Inflation (INF) is used to measure macroeconomic instability and is 

the change annual change in the Consumer Price Index with data from the WDI. Last but not the 

least, financial development (FIND) is domestic credit to private sector as a percentage of GDP 

by other depository banks except central banks with data from the WDI. CAP, LAB, FISP and 

FIND are expected to have positive effects on total value addition while FIND is expected to 

have a negative effect on total value addition in ECOWAS member countries. 
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4.3. Model specification 

This study adopts a panel regression model to examine the effect of trade integration and 

governance on structural transformation in ECOWAS trade bloc. Considering a model with just 

one dependent variable, it can be stated as: 

  it it itY = a + BX + ε          (4) 

The implication of coefficients ‘a’ and ‘B’ in equation (4) is that both of them are unchanged for 

all units and for all years. If we assume a change in constant ‘a’ which implies some level of 

heterogeneity in the simple panel model, equation one becomes: 

  it i it itY = a + δX +ε          (3) 

‘ai’ implies that there are some differences in how the economies being studied behave. 

For this study, our empirical model stems from the neoclassical augmented Solow model. This 

model depends on a Cobb-Douglas production function with labour-augmenting technological 

progress. This model allows us to have it extended to a panel data formulation. Given the 

description of the dependent and independent variables in the previous two sub-sections, there 

are 5 forms of the panel models to be estimated to examine the impact of regional trade 

integration and governance on structural transformation in ECOWAS trade bloc. They are based 

on the 3 variables of focus for this study: intraregional trade intensity index (ITCR), trade 

integration index (TINT), and good governance indicator (GOV). These models are specified as 

follows: 

 it 0it 1 it-1 2 it 3 it 4 it 5 itSEC = + SEC + CAP + LAB + TINT + GOV +       

    6 it 7 it 8 it itFISP INF + FIND +          (4) 

 it 0it 1 it-1 2 it 3 it 4 it 5 itSEC = + SEC + CAP + LAB + ITCR + GOV +       

   6 it 7 it 8 it itFISP INF + FIND +          (5) 

 it 0it 1 it-1 2 it 3 it 4 it 5 itSEC = + SEC + CAP + LAB + ITCR + TINT +       

    6 it 7 it 8 it itFISP INF + FIND +          (6) 
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 it 0it 1 it-1 2 it 3 it 4 it 5 itSEC = + SEC + CAP + LAB + ITCR + FISP        

  6 it 7 it itINF + FIND +          (7) 

it 0it 1 it-1 2 it 3 it 4 it 5 itSEC = α +α SEC +α CAP +α LAB +α ITCR +α TINT +  

 6 it 7 it 8 it 9 it itα GOV +α FISP α INF +α FIND +ε      (8) 

Where itSEC and it-1SEC are used to represent current and lag nominal value added shares 

respectively of each of the sector: Agriculture (AGR and LAGR); Industry (IND and LIND), 

Services (SER and LSER) or manufacturing (MAN and LMAN). 

Equations (4), (5) and (6) are specified without ITCR, TINT and GOV respectively to examine 

how the two remaining variables of interest and other variables affect each sector without the 

two that are left out. Equation (7) is specified to examine the effect of ITCR and other variables 

on structural transformation without TINT and GOV. Lastly, equation (8) includes the 3 

variables of interest and the other variables to assess their impacts on each sector of the 

economy.  

In equations (4) to (8), it it it it, , ,    and itε are the error terms and the equations imply that 

structural transformation is positively related to all the independent variables except inflation 

(INF). Therefore, the priori expectation of each of the parameter of the independent variables in 

equations (4) to (8) are stated in the following expressions: 

 

1 2 3 4 5 6 7 8

1 2 3 4 5 6 7 8

1 2 3 4 5 6 7 8

1 2 3 4 5 6 7

1 2 3 4 5 6 7 8 9

0, > 0, > 0, > 0, > 0, > 0, < 0, > 0

> 0, > 0, > 0, > 0, > 0, > 0, < 0, > 0

> 0, > 0, > 0, > 0, > 0, 0, < 0, > 0

> 0, > 0, > 0, > 0, > 0, < 0, > 0

α > 0,α > 0, α > 0,α > 0,α > 0,α > 0,α > 0,α < 0,α > 0

       

       

       

      

 



 






   (9) 

That is, the parameters or coefficients of all of the variables in equations (4) to (8) are expected 

to be positive except for the parameter of INF (inflation) which is expected to be negative. 
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4.4. Data 

The data for this study are annual secondary data for the period 2000-2015. The period was 

chosen because of the paucity of data especially for the import tariffs for each country. Import 

tariff data is one of the important variable components needed to compute regional trade 

integration index (TINT) for ECOWAS member countries. Data for calculating all the dependent 

variables, the nominal value added shares of Agriculture (AGR); Industry (IND), Services (SER) 

and manufacturing (MAN) are obtained from the WDI. Data for the gross fixed capital formation 

as a share of GDP which measures capital (CAP), labour (LAB) data which is the percentage of 

economically active population aged 15 to 64 years, fiscal policy (FISP) data which is measured 

by general government final consumption expenditure as a percentage of GDP, macroeconomic 

instability which is measured by inflation which is the annual change in the Consumer Price 

Index, and financial development (FIND) which is measured by domestic credit to private sector 

as a percentage of GDP by other depository banks except central are also obtained from the 

IMF’s WDI. Trade integration index (TINT) and intraregional trade intensity index (ITCR) are 

estimated with data from the International Monetary Funds’ (IMF) Direction of Trade (DOT) 

statistics. Finally, data for the six (6) broad dimensions of governance to calculate the good 

governance (GOV) indicator are obtained from the World Bank's Worldwide Governance 

Indicators (WGI). 

5. Empirical results 

The results of the panel regression equations (4) to (6) are presented in Tables 4, 5, 6 and 7 for 

agriculture (AGR); Industry (IND), Services (SER) and manufacturing (MAN) respectively. 

From Table 4, the estimated results of equations (4) to (6) for agriculture reveal that there is no 

appreciable differences in the signs, magnitudes and significances of each of the independent 

variables either when only ITCR, TINT, GOV or both TINT and GOV which are the variables of 

interest are excluded from the model in equation (8). The only exception is equation (7) where 

capital is significant and negatively related to the shares of agricultural sector contribution to the 

total value added. We therefore focus on the interpretations of the estimation results of equations 

(7) which excludes regional trade integration (TINT) and good governance (GOV), and equation 

(8) which has all the independent variables included in the model. 
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Firstly, the column labelled equation (8) on Table 4 show that the signs of the coefficients of the 

lagged value of agriculture share in total value added (LAGR), intraregional trade intensity index 

(ITCR), inflation (INF) and financial development (FIND) are positive, while the signs of the 

coefficients of capital (CAP), labour (LAB), trade integration index (TINT), good governance 

indicator (GOV), and fiscal policy (FISP) are negative. Considering the magnitude of each 

variable, the results indicate that every 1% increase in LAGR, ITCR, INF and FIND will lead to 

75.19%, 1.03%, 9.14% and 10.71% increases in the AGR. Except for ITCR which is statistically 

insignificant; LAGR, INF and FIND are statistically significant, and indicate that they can cause 

more structural movement towards agricultural sector in the member countries of the ECOWAS 

regional trading bloc.  

Contrarily, the results of equation (8) on Table 4 indicate that every 1% increase in CAP, LAB, 

TINT, GOV and FISP cause AGR to fall by 5.96%, 32.17%, 39.19%, 18.89%, 10.10% and 

35.92% respectively. Since only good governance (GOV) and fiscal policy (FISP) are negatively 

significant, they can lead a movement away from the agricultural sector in ECOWAS trading 

bloc, and perhaps to other sectors of the economies. That is, there is a negative impact of 

governance on agricultural value added contribution to total value added in ECOWAS trading 

bloc. That is, when bad governance prevails in the economies, structural transformation of the 

economy becomes unattainable. Secondly, the implication of the estimation results of equation 

(7) in Table 4 is that capital (CAP) becomes significant and will lead to a movement away from 

the agricultural sector in the absence of regional trade integration (TINT) and good governance 

(GOV) in the ECOWAS trading bloc. The results on Table also reveal that only the coefficient of 

LAGR and FIND which are also statistically significant follow the a priori expectations in the 

expression in equation (9). 
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Table 4: Panel Regression results - dependent variable: AGR 

 Equation 4 Equation 5 Equation 6 Equation 7 Equation 8 

LAGR 0.7534 

(0.0000)* 

0.7520 

(0.0000)* 

0.7823 

(0.0000)* 

0.7836 

(0.0000)* 

0.7519 

(0.0000)* 

CAP -0.0606 

(0.1110) 

-0.0600 

(0.1110) 

-0.0633 

(0.1000) 

-0.0642 

(0.0940)*** 

-0.0596 

(0.1180) 

LAB -0.3192 

(0.1260) 

-0.3225 

(0.1260) 

-0.3434 

(0.1030) 

-0.3462 

(0.1000) 

-0.3217 

(0.1240) 

ITCR  0.0078 

(0.9020) 

0.0113 

(0.7030) 

0.0056 

(0.8390) 

0.0103 

(0.7270) 

TINT -0.1889 

(0.9020) 

 -0.8926 

(0.5880) 

 -0.3919 

(0.8120) 

GOV -0.1012 

(0.0270)** 

-0.1025 

(0.0270)** 

  -0.1010 

(0.0280)** 

FISP -0.3578 

(0.0010)* 

-0.3575 

(0.0010)* 

-0.3694 

(0.0010)* 

-0.3658 

(0.0010)* 

-0.3592 

(0.0010)* 

INF 0.0916 

(0.0230)** 

0.0901 

(0.0230)** 

0.0885 

(0.0290)** 

0.0855 

(0.0330)** 

0.0914 

(0.0230)** 

FIND 0.1060 

(0.0410)** 

0.1074 

(0.0410)** 

0.1073 

(0.0410)** 

0.1081 

(0.0400)** 

0.1071 

(0.0400)** 

Constant 31.7814 

(0.0070)* 

31.8001 

(0.0070)* 

29.3702 

(0.0130)* 

29.1205 

(0.0140)** 

31.8709 

(0.0070)* 

Overall R-Sqr 0.8988 0.8961 0.9203 0.9236 0.8949 

F-Statistics 69.0400 69.0700 67.0500 76.8200 61.1500 

F-Statistics (Prob.) (0.0000)* (0.0000)* (0.0000)* (0.0000)* (0.0000)* 

Note: *, ** and *** denote 1%, 5% and 10% significance levels respectively. The figures in 

parentheses are the P-Values. 

Source: Authors’ Estimation 

Table 5 presents the estimation results of equations (4) to (6) for the industry. The results on 

Table 5 show no noticeable differences without any exception in the signs, magnitudes and 

significances of each of the coefficients of the independent variables either when only ITCR, 

TINT, GOV or both TINT and GOV which are the variables of interest are excluded from 

equation (8). Consequently, the focus of our interpretation is only on the estimation results of 

equation (8) for the industrial sector. The results indicate that the coefficients of lagged value of 

industry shares in total value added (LIND), capital (CAP), labour (LAB), intraregional trade 

intensity index (ITCR), good governance indicator (GOV) and fiscal policy (FISP) are positive; 

while the coefficients of regional trade integration index (TINT), inflation (INF) and financial 

development (FIND) are negative.  
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Table 5: Panel Regression results - dependent variable: IND 

 Equation 4 Equation 5 Equation 6 Equation 7 Equation 8 

LIND 0.7429  

(0.0000)* 

0.7236   

(0.0000) *  

0.7270 

(0.0000)* 

0.7289 

(0.0000)* 

0.7204 

(0.000)* 

CAP 0.0598  

(0.0850)*** 

0.0629   

(0.0680)*** 

0.0659  

(0.0560)*** 

0.0651  

(0.0580)*** 

0.0640 

(0.0650)*** 

LAB 0.1202   

(0.5230) 

0.1021      

(0.5850) 

0.1209   

(0.5160) 

0.1183  

(0.5240) 

0.1033 

(0.5810) 

ITCR  0.0521   

(0.0380)** 

0.0568   

(0.0350)** 

0.0517009   

(0.0400)** 

0.05870 

(0.0300)** 

TINT 0.1816    

(0.8970) 

 -0.7747   

(0.5980) 

 -0.9980 

(0.5030) 

GOV 0.0304     

(0.4410) 

0.0328   

(0.3970) 

  0.0370 

(0.3460) 

FISP 0.0814 

(0.3850) 

0.0891 

(0.3370)    

0.1001  

(0.2760) 

0.1016  

(0.2680) 

0.0857 

(0.3570) 

INF -0.0159  

(0.6620) 

-0.0209    

(0.5580) 

-0.0165   

(0.6470) 

-0.0191     

(0.5930) 

-0.0178 

(0.6210) 

FIND -0.0362     

(0.4390) 

-0.0285   

(0.5400) 

-0.0313 

( 0.5020) 

-0.0306   

(0.5100) 

-0.0290 

(0.5330) 

Constant -3.6032   

(0.7250) 

-3.2865   

(0.7460) 

-3.2498   

(0.7490) 

-3.4394   

(0.7350) 

-3.0229 

(0.7660) 

Overall R-Sqr. 0.8720 0.8699 0.8800 0.8810 0.8669 

F-Statistics 30.9100 32.0200 31.9100 36.5400 28.4500 

F-Statistics (Prob.) (0.0000)* (0.0000)* (0.0000)* (0.0000)* (0.0000)* 

Note: *, ** and *** denote 1%, 5% and 10% significance levels respectively. The figures in 

parentheses are the P-Values. 

Source: Authors’ Estimation 

As regards the magnitude of each variable, it is revealed in the results on Table 5 Equation 8 that 

when there is a 1% increase in any of LIND, CAP, LAB, ITCR, GOV and FISP, there will also 

be an increase of 72.04%, 6.40%, 10.33%, 5.87%, 3.70% and 8.57% in IND as well. However, 

only LIND, CAP and ITCR are statistically significant and the implication is that this bring about 

a structural transformation of the economy towards the industrial sector of the economy. The 

positive and significant impact of the intraregional trade intensity index (ITCR), which is one of 

the variable of focus of this study, imply that the more opened the economies in ECOWAS 

trading bloc not only to members but also to the rest of the world, the more the economies are 

structurally transformed from the other sector towards the industrial sector. The panel regression 

estimation results of equation (8) on Table 5 also show that 1% increase in the coefficients of 

TINT, INF and FIND reduces IND by 99.80%, 1.78% and 2.29% respectively but not 
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statistically significant. Besides, concerning the coefficient of independent variables which are 

statistically significant, only the coefficients of LIND, CAP and ITCR follow our a priori 

expectations as given by the expressions in equation (9). 

The presentation of the results of equations (4) to (6) for manufacturing is on Table 6. The results 

also show that the magnitude, sign and significance of the coefficients of all the independent 

variables are not much different when ITCR, TINT, GOV or both TINT and GOV which are the 

variables of interest are excluded from equation (8). The only exceptions are: First, in equation 

(4) where the coefficient of regional trade integration index (TINT) becomes insignificant when 

intraregional trade intensity index (ITCR) is excluded from the model. That is, regional trade 

integration index (TINT) plays no role in the transformation of the economies in the ECOWAS 

trade bloc towards manufacturing when each of the economy is closed not only to the ECOWAS 

members but also to the rest of world. Second in equation (5) where the coefficient of labour 

(LAB) becomes insignificant when regional trade integration index (TINT) is excluded from the 

model. Lastly, third, in equation (7) where the coefficient of labour (LAB) becomes insignificant 

when both TINT and good governance indicator (GOV) are excluded from the model 

respectively. As a result of this, the estimation results of equation (8) where all the independent 

variables are included in the model is therefore mainly focused for interpretation for 

manufacturing sub-sector of the industrial sector. 

Table 6 equation 8 show that the coefficients of lagged value of manufacturing shares in total 

value added (LMAN), capital (CAP), regional trade integration index (TINT), and good 

governance indicator (GOV) are positive, while the coefficients of labour (LAB), intraregional 

trade intensity index (ITCR), fiscal policy (FISP), inflation (INF) and financial development 

(FIND) are negative. By implication, a 1% percent rise in LMAN, CAP, TINT and GOV results 

in 80.20%, 1.18%, 77.81% and 1.28% rise in the manufacturing shares in total value added 

(MAN) respectively. As it can be seen on Table 6 equation 8, only the coefficients of LMAN and 

TINT are both positive and statistically significant, and play important role in transforming the 

economies in the ECOWAS trade bloc towards manufacturing. Therefore, given the 77.81% 

positive and significant coefficient of regional trade integration index (TINT), this result 

emphasises the high importance of the positive role that regional trade integration can play in 
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structurally transforming the economies in the ECOWAS trading bloc. That is, when there is 

deeper trade integration in the ECOWAS trading bloc, the economies in the bloc will be more 

and highly structurally transformed towards the manufacturing sector which is considered as the 

engine of economic growth. 

Table 7: Panel Regression results - dependent variable: MAN 

 Equation 4 Equation 5 Equation 6 Equation 7 Equation 8 

LMAN 0.8047 

(0.0000)* 

0.8076 

(0.0000)* 

0.8115 

(0.0000)* 

0.8196 

(0.0000)*    

0.8020 

(0.0000)* 

CAP 0.0128 

(0.2460) 

0.0127 

(0.2500) 

0.01179 

(0.2860) 

0.0128 

(0.2500) 

0.0118 

(0.2840) 

LAB -0.1681 

(0.0940)*** 

-0.1617 

(0.1070) 

-0.1656 

(0.0970)*** 

-0.1560 

(0.1200) 

-0.1698 

(0.0900)** 

ITCR  -0.0061 

(0.4300) 

-0.0113 

(0.1700) 

-0.0063   

(0.4210) 

-0.0110 

(0.1860) 

TINT 0.5616 

(0.2010) 

 0.8237 

(0.0770)*** 

 0.7781 

(0.0970)** 

GOV 0.0138 

(0.3380) 

0.0155 

(0.2830) 

  0.0128 

(0.3740) 

FISP -0.0484 

(0.1230) 

-0.0510 

(0.1040) 

-0.0432 

(0.1610) 

-0.0457   

(0.1400) 

-0.0477 

(0.1270)   

INF -0.0238 

(0.0420)** 

-0.0206    

(0.0760)*** 

-.0228726   

(0.0500)** 

-0.0195    

(0.0920)** 

-0.0236 

(0.0440)** 

FIND -0.0333 

(0.0430)** 

-0.0346 

(0.0370)** 

-0.0320 

(0.0480)** 

-0.0311   

(0.0550)**  

-0.0349    

(0.0340)** 

Constant 10.83528 

(0.0470)** 

10.8252 

(0.0480)** 

11.0592 

(0.0430)** 

10.7524   

(0.0500)**    

11.1027 

(0.0420)** 

Overall R-sq 0.9535 0.9490 0.9439 0.9523 0.9422 

F-Statistics 105.1900 104.5000 105.8400 119.1700 94.0700 

F-Statistics (Prob.) (0.0000)* (0.0000)* (0.0000)* (0.0000)* (0.0000)* 

Note: *, ** and *** denote 1%, 5% and 10% significance levels respectively. The figures in 

parentheses are the P-Values. 

Source: Authors’ Estimation 

On the other hand, results of equation (8) for manufacturing on Table 6 imply that when the 

coefficients of (LAB), intraregional trade intensity index (ITCR), fiscal policy (FISP), inflation 

(INF) and financial development (FIND) rise by 1%, manufacturing shares in total value added 

(MAN) fall by 16.98%, 1.10%, 4.77%, 2.36% and 3.49% respectively. Since the coefficient of 

these variables are statistically significant, except the coefficients of FISP, it implies that they 
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have negative effect on structural transformation by causing the economies in the ECOWAS 

trading bloc to structurally move away from the manufacturing sector. Concerning the 

coefficients of independent variables which are statistically significant in equation (8) of Table 6, 

only the coefficient of LMAN, TINT and INF follow the a priori expectation stated in the 

expression in equation (9), while the coefficient of LAB does not follow the a priori expectation. 

The panel regression estimation results of equations (4) to (8) for services sector are presented in 

Table 7. It can be observed in the results that the magnitude, sign and significance of the 

coefficients of all the independent remain almost the same when ITCR, TINT, GOV or both 

TINT and GOV which are the variables of interest are excluded from equation (8) except for: 

First, in equation (5) where inflation (INF) becomes insignificant when TINT is excluded from 

the model. Second, in equation (7) where INF is insignificant when both trade integration index 

(TINT) and good governance indicator (GOV) are excluded from the model. As obtained for 

other sectors, the focus of our interpretation for the service sector is therefore the estimation 

results of equation (8) where all the independent variables are included. 

The results in Table 7 equation (8) reveal that the coefficients of the initial value of service 

sector value added shares of total value added (LSER), labour (LAB), regional trade integration 

index (TINT), good governance indicator (GOV) and fiscal policy (FISP) are positive, while the 

coefficients of capital (CAP), intraregional trade intensity index (ITCR), inflation (INF) and 

financial development (FIND) are negative. With respect to the magnitude of the independent 

variables, increases in LSER, LAB, TINT, GOV and FISP by 1% result in increase in the service 

sector value added shares of total value added (SER) by 77.05%, 21.79%, 158.47%, 7.21% and 

26.92% respectively. However, only LSER and FISP are statistically significant, and imply that 

the initial value of service sector value added shares of total value added (LSER) and fiscal 

policy (FISP) are important for structural transformation of the economies in the ECOWAS trade 

bloc to the service sector.  

In contrast, as shown on Table 7 equation (8), increases in CAP, ITCR, INF and FIND by 1% 

will bring about decreases in in the service sector value added shares of total value added (SER) 

by 0.15%, 7.32%, 8.74% and 8.17% respectively. The significance of both the ITCR and FIND 

imply that they have the effect of structurally transforming the economies in the ECOWAS 
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trading bloc away from the service sector. Therefore, the more opened economies in the 

ECOWAS trading bloc as depicted by intraregional trade intensity index (ITCR), the less they 

are structurally transformed towards the service sector. As regards the coefficient of independent 

variables which are statistically significant in Table 7 equation 8, only the coefficient of ITCR 

does not follow our a priori expectation stated in the expression in equation 9. 

Table 7: Panel Regression results - dependent variable: SER 

 Equation 4 Equation 5 Equation 6 Equation 7 Equation 8 

LSER 0.7941 

(0.0000)* 

0.7753 

(0.0000)* 

0.7812 

(0.0000)* 

0.7880 

(0.0000)* 

0.7705 

(0.0000)* 

CAP -0.0026 

(0.9570) 

-0.0005 

(0.9920) 

0.0008 

(0.9860) 

-0.0022 

(0.9630) 

-0.0015 

(0.9750) 

LAB 0.1889 

(0.4760) 

0.2178 

(0.4090) 

0.2390 

(0.3650) 

0.2407 

(0.3620) 

0.2179 

(0.4090) 

ITCR  -0.0623 

(0.0820)*** 

-0.0729 

(0.0600)*** 

-0.0596 

(0.0960)*** 

-0.0732 

(0.059)*** 

TINT 0.0838 

(0.9660) 

 1.9039 

(0.3640) 

 1.5847 

(0.4520) 

GOV 0.0715 

(0.2020) 

0.0770 

(0.1640) 

  0.0721 

(0.1960) 

FISP 0.2410 

(0.0660)** 

0.2589 

(0.0550)*** 

0.2905 

(0.0310)** 

0.2798 

(0.037)** 

0.2692 

(0.0470)** 

INF -0.0892 

(0.0800)*** 

-0.0825 

(0.1010) 

-0.0855 

(0.0920)***   

-0.0794 

(0.1150) 

-0.0874 

(0.0850)*** 

FIND -0.0710 

(0.2810) 

-0.0821 

(0.2120) 

-0.0828 

(0.2090) 

-.08339 

(0.2060)    

-0.0817 

(0.2150) 

Constant -4.2638 

(0.7640) 

-4.0162 

(0.7760) 

-4.1949 

(0.7670) 

-3.8170 

(0.7870) 

-4.3180 

(0.7600) 

Overall R-Sqr 0.8731 0.8515 0.8434 0.8562 0.8427 

F-Statistics 55.4900 56.6000 56.1900 64.1500 50.2800 

F-Statistics (Prob.) (0.0000)* (0.0000)* (0.0000)* (0.0000)* (0.0000)* 

Note: *, ** and *** denote 1%, 5% and 10% significance levels respectively. The figures in 

parentheses are the P-Values. 

Source: Authors’ Estimation 

It should be noted that among all the independent variables for all the sectors, only the initial 

value of each sector’s shares in the total value addition is consistent. Throughout, it is positive 

and statistically significant for all the sectors suggesting that the sectoral output will not 

converge to a stable equilibrium. This is in contrast to the prediction of a convergence of sectoral 
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output to a stable equilibrium suggested by Kumi et el (2017) in their study on structural 

economic transformation in sub-Saharan Africa. Besides, the overall R-squared of equations (4) 

to (8) in Tables 4 to 7 reveal over 85% degree of fitness of all the models. The F-Statistics of all 

the model are also statistically significant indicating all the independent variables in equations 

(4) to (8) on Tables 4 to 7 are jointly significant. 

6. Conclusion and recommendation 

This study examines the effect of regional trade integration and governance on the structural 

transformation in the ECOWAS trading bloc covering the period 2000-2015. The structural 

transformation which is the dependent variables is measured as the value added shares of each of 

sector in the total value added; Agriculture (AGR), Industry (IND), Services (SER) and 

manufacturing (MAN). The independent variables of the study are lagged/initial values of each 

sector value added shares of total value added: agriculture (LAGR), industry (LIND) and 

services (LSER) as well as manufacturing (LMAN). These lagged/initial values of each sector 

value added shares of total value added together with capital (CAP) and labour (LAB) are the 

foundation independent variables of this study. The three independent variables of focus of this 

study to assess the impacts of regional trade integration and governance on structural 

transformation are trade integration index (TINT), intraregional trade intensity index (ITCR), 

good governance indicator (GOV). Other variables that influence transformation of sectors in an 

economy considered in this study are fiscal policy (FISP), inflation (INF) and financial 

development (FIND). The data for all the variables are obtained from one or more of the World 

Bank’s World Development Indicators (WDI), the International Monetary Funds’ (IMF) 

Direction of Trade (DOT) statistics, the World Bank's Worldwide Governance Indicators (WGI). 

In carrying out the empirical analysis, panel regression method was used in the estimation and 

the results in respect of the variable of interest of this study reveal that: First, there is a negative 

impact of governance on agricultural value added contribution to total value added in ECOWAS 

trading bloc. That is, when bad governance prevails in the economies, structural transformation 

of the economy becomes unattainable. Second, the intraregional trade intensity index (ITCR), 

which is one of the variable of focus of this study, imply that the more opened the economies in 

ECOWAS trading bloc not only to members but also to the rest of the world, the more the 
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economies are structurally transformed from the other sector towards the industrial sector. Third, 

with 77.81% positive and significant coefficient of regional trade integration index (TINT), this 

emphasises the high importance of the positive role that regional trade integration can play in 

structurally transforming the economies in the ECOWAS trading bloc. That is, when there is 

deeper trade integration in the ECOWAS trading bloc, the economies in the bloc will be more 

and highly structurally transformed towards the manufacturing sector which is considered as the 

engine of economic growth. Fourth, however, regional trade integration index (TINT) plays no 

role in the transformation of the economies in the ECOWAS trade bloc towards manufacturing 

sector when each of the economy is closed not only to the ECOWAS members but also to the 

rest of world. Fifth and lastly, the initial value of each sector’s shares in the total value addition 

is consistent for all the sectors and suggest that the sectoral output will not converge to a stable 

equilibrium. 

Based on the results obtained from this study, it therefore recommended that each economy in 

the ECOWAS trade bloc should improve on good governance if they want to structurally 

transformed their economies. Specifically, the implication is that if all of the economies in the 

trade bloc desire to achieve structural transformation towards agriculture, they need to improve 

on all the six (6) broad dimensions of governance:  Voice and Accountability, Political Stability 

and Absence of Violence, Government Effectiveness, Regulatory Quality, Rule of Law, and 

Control of Corruption as stipulated by the World Bank’s Worldwide Governance Indicators 

(WGI). As the aim of every developing economy is to be industrialised, economies in the 

ECOWAS regional trading bloc have to trade not only with the ECOWAS member countries 

alone but also with the rest of the world in order to structurally transformed from the other sector 

towards the industrial sector. This in line with the general belief in the literature that increase in 

openness of a country will lead industrialisation of its economy (Dodzin and Vamvakidis, 1999). 

The trade integration efforts of the ECOWAS so far need to be sustained and improved upon. 

The achievement of deeper trade integration in the ECOWAS trade bloc will make the 

economies in the bloc to be more and highly structurally transformed towards the manufacturing 

sector which is considered as the engine of economic growth. However, in the process of 

achieving this, the economies in the trading bloc should not restrict their trading with the rest of 

the world. 
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