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Abstract

The renewed isolationist rhetoric among countries in the global north has implications for
international trade integration. This study investigated the effect of isolationist measures on regional
trade integration in Africa. The export supply function was estimated with a dynamic Markov
switching model utilizing data between January 2005 and December 2018 for five African countries
(Nigeria, Kenya, South Africa, Uganda, and Morocco). The results showed that the current isolationist
policies have made Kenya and Uganda conduct more of intra-African trade; Uganda and South Africa
to be more integrated into their regional economic trade blocs; and have generated a significant shift
in the trade direction of Nigeria, South Africa, and Morocco in favor of non-traditional extra-African
trade directions. The key drivers of intra-Africa trade integration are industrial production and relative
prices. Hence, African countries need to deepen and synchronize industrial policies, target low
inflation and reform their equity markets to foster higher industrial performance required for deeper
intra-African trade integration.

Keywords: Isolationist Policies, Intra-African Trade Integration, Export Supply Function, Extra-
African Trade, Markov Switching Model.

JEL Classification: F13, F14, F15.

Introduction

The renewed fierce isolationist rhetoric of some countries in the global north has implications
for global trade integration. For instance, American hostilities with China, Russia, Iran, India,
and North Korea are influencing trade policies in many forms. Besides, Brexit offers little
comfort because the possibility of the UK renegotiating its existing trade agreements remains
significant. Africa is not left out in the scheme of recent isolationism measures. An example
of such a measure is the threat to review the eligibility of African countries in trade
preference benefits under the African Growth and Opportunity Act (AGOA).

On the one hand, African countries may see the need to tackle barriers hindering intra-
regional trade integration from insulating themselves against the isolationist challenges. Recent
isolationist policies is expected to have positive outcomes on regional integration in Africa in
this case. On the other hand, countries engaging in "beggar-thy-neighbor®" policies and other
countries bearing the burden of these policies may see Africa as an alternative market. In this
case, the isolationist measures may further weaken African trade integration, given the weak
competitive abilities of most African economies. Hence, the implications of recent isolationist's
efforts on regional integration in Africa can only be unraveled through research.
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Related studies such as Ogunkola (1998), Oyejide and Njinkeu (2001), Lee (2002), Negasi
(2009), Draper (2010), Tanyanyiwa and Hakuna (2014) have accessed bilateral trade flows
among the regional groupings in Africa and the consequences of inadequate intra-African
trade integration. However, the renewed isolationist measures are a recent development, and
their implications on regional integration in Africa are yet to be given adequate attention in
empirical studies. This study, therefore, investigated the dynamics of African regional trade
integration in the recent waves of isolationism, thus contributing to the empirical literature.
To achieve this objective, this study assessed intra- and extra-Africa trade regime shifts of the
sampled African countries (Nigeria, Kenya, South Africa, Uganda, and Morocco); and
equally considered exports regime shifts of the purposefully sampled African major trading
partners (USA, UK, China, and Russia).

The rest of the paper is organized as follows: besides the introductory section, section two
looks at key export destinations of sampled African countries. Section 3 and 4 present the
literature review and methodology, respectively. Section 5 is on results and discussion of key
findings, while section six concludes the study with some policy recommendations.

Stylize Facts on the Directions of African Exports

In this section, export directions of the selected African countries are examined to develop a
set of stylized facts on the implications of the rising protectionism on intra-African trade
integration. Figures 1 to 5 show heterogeneity in African export directions. Nigeria's exports
are highly concentrated in the European Union (EU) and BRIC (A group of emerging
countries including Brazil, Russia, India, and China). 59% of Nigeria's trade is conducted
with these two trade blocs leaving 13.0% and 6.0% for Intra-African and Intra-ECOWAS
(Economic Community of West African States) trade (Figure Al).

South Africa’'s exports are reasonably diversified across its trade partners, and it equally
demonstrates higher intra-African trade of 20.9% (Figure A2). Within the regional trade
blocs, South African trade within SACU (Southern African Customs Union) and SADC
(Southern Afrian Development Community) is also higher than what Nigeria records in intra-
ECOWAS trade. While Morocco's exports is extremely concentrated in EU accounting for
average of 63% of its trade within the period of the study (Figure A3), Kenya's and Uganda's
trade are highly concentrated in Africa. 40.0% and 44.0% of Kenya's and Uganda's exports,
respectively are to other African countries destinations (Figure A4 and A5). Within regional
trade blocs, Kenya conducts average of 21.0% of its trade within EAC (Eastern African
Community). Similar trend was noticed with Uganda with 22.0% intra-EAC exports.

The above shows that Nigeria and Morocco are likely to be more susceptible to exogenous
trade shocks from the EU. Hence, any protectionist measures that hinder exports of Nigeria
and Morocco to the EU may have significant consequences. Trade shocks to Kenya and
Uganda are likely to be endogenously synchronized with shocks within the rest of Africa.
South Africa is significantly insulated against exogenous trade shocks because of the
diversification of its exports across trading partners. Overall, regional integration is higher in
Kenya and Uganda and lowest in Nigeria and Morocco. It is equally noticed that emerging
economies in the BRIC are significant in export directions of Nigeria (23%), South Africa
(13%), and Morocco (10%) (Figures Al, A2, and A3).

Literature review
Theoretical literature

The theories of regional integration have mainly been developed to explain European
integration in the early 1950s (Laursen, 2008). There have been efforts to apply these theories
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to integration in other parts of the world, including Africa. The thinking of regional
integration started from functionalism theory as a pioneer globalization theory and strategy in
the inter-War period. This theory states that regional integration develops its internal
dynamics as states integrate into limited functional, technical, and or economic areas. While
states are required to incorporate, a single state has limited power and political influence on
the integration process. Three basic assumptions underpinning functionalism school include
human freedom, availability of knowledge and expertise to meet the needs for which the
functional agencies are built, states loyalty to the integration process.

Functionalism theory was criticised by neo-functionalism theory on the ground that states
do not necessarily need to integrate but a transnational corporations do. Neo-functionalism
theory was developed by Hass in 1958 in the post-war period. It assumes that transnational
corporations, interest groups and supranational actors are empowered by the regional
integration process to generate spill-over (political and economic). While political spill over
is the creation of supranational governance models such as the European Union, ECOWAS,
EAC, SACU, or as voluntary as the United Nations, economic spill over is an integration in
one policy-area spilling over into others. In sum, it is supranational markets that integrate and
rule the regional integration process and not states.

However, regional integration process experienced a crisis in Europe in the mid-1960 due
to important national interests, which sabotaged the integration process. This is against the
assumption of functionalism school and led to the modification of neo-functionalism to take
account of this development. It stressed the intergovernmental aspects of the European
communities. This later led to the development of liberal intergovernmentalism which
suggest the combination of a liberal theory, to explain national preference formation, and an
intergovernmental theory of interstate bargaining, to explain substantive outcomes (Laursen,
2008). With national intergovernmentalism theory of regional integration, the state should
play a key role in external policies to maximize their national security and economic interests
but delegate authority to regional organizations to secure their bargaining outcomes.

In recent time, post-functionalism theory was developed to explain the backlash
mechanism of regional integration. It assumes that regional integration creates economic and
cultural losers, leading to the development of identity-based/nationalism formation. These
constrain regional integration and may cause disintegration. This theory has implications for
global integration including Africa, especially given that Africa conducts a significant
proportion of its trade with countries leading the protectionist stance.

Empirical Literature

There have been several attempts at explaining regional integration in Africa. United Nations
Economic Commission of Africa (UNECA) has done a lot in this regards in its Assessing
Regional Integration in Africa (ARIA) reports. The first issue of UNECA in the regards
(ARIA 1), published in 2004, provided a comprehensive assessment of the status of regional
integration in Africa, with subsequent editions focusing on thematic areas. The 2006 ARIA 11
of UNECA examined rationalization of regional economic communities and their
overlapping memberships as a challenge to regional integration in Africa, while ARIA 111
(2008) addressed macroeconomic policy convergence, as well as monetary and financial
integration in the regional economic communities as a means of fostering desired regional
integration in the continent. ARIA 1V (2010) focused on enhancing intra-African trade by
assessing the progress of African regional integration and highlighting achievements,
challenges and constraints. ARIA V (2012) provided analytical research and empirical
evidence to support the establishment of the Continental Free Trade Area (CFTA) and the
benefits African countries stand to gain from it. ARIA VI (2013) was on harmonizing
policies to transform the trading environment. It carries forward the momentum of January



22 Olakojo and Ogunkola

2012's Decision and Declaration by addressing the issue of harmonizing rules of origin and
trade facilitation instruments to facilitate Continental Free Trade Area negotiations by
member States. The 2016 edition of ARIA—ARIA VII (2016)— examined the interlinked
among three elements of regional integration, innovation and competitiveness. It explores the
prospects for harnessing them within the framework of Africa's normative regional
integration development model. The two latest editions of ARIA—ARIA VIII and IX— are
on bringing the CFTA about in the context of changing world trade environment in which
people's scepticism of trade agreements has become common.

The focus of this study aligns with ARIA V111, by looking at regional integration in Africa
in the recent international economic order of rising protectionism and by extension gives
insight into the potentials of CFTA in achieving its objective of enhancing African growth
through intra-regional cross border trade.

Also, related studies such as Ogunkola (1998), Oyejide and Njinkeu (2001), Lee (2002),
Negasi (2009), Draper (2010), Tanyanyiwa and Hakuna (2014) have accessed bilateral trade
flows among the regional groupings in Africa and the consequences of inadequate intra-
African trade integration. For instance, Tanyanyiwa and Hakuna (2014) conducted a
qualitative study on the challenges and opportunities for regional integration in the Southern
African Development Community (SADC). It was reported that the low intra-SADC trade is
attributed to lack of industrial capacity participation, geographical proximity and presence of
institutional framework. Besides, Negasi (2009) evaluated trade effects of regional economic
integration in Africa using the augmented gravity model. The results show evidence of
displacement of some SADC members despite the intra-SADC trade agreement. This was
attributed to the increased openness of the SADC countries with the rest of the world. Using
the explorative approach, Draper (2010) showed that the expression of African regional
integration in the European form of economic integration does more harm than good. This is
similar to Lee (2002) who found that market integration based on EU model has been
counterproductive for regional integration in Africa.

Archawa and Townsend (2019), used a unique long-panel data of households in Thailand
to construct household financial accounts, the village economic accounts, and the village
balance of payments account in order to investigate pressure of isolation policies across
population. It focuses on its effects on the gains and losses of economic integration, both real
as from trade in a common market and financial as in a monetary financial union. The basic
result, using counterfactual experiment, is that both real and financial factors are at play, and
impacts are significant heterogeneous with both gains and losses and non-monotone
movement across wealth classes and occupations.

This study deviates from the previous studies by assessing the dynamics of regional
integration in Africa in the recent international economic order of isolationism. This is an
essential contribution to the literature.

Methodology and Data

A framework based on export supply function is estimated with the Autoregressive Markov*
switching regression technique that allows for dynamic structures assuming different
behaviour (structural break) in one sub-sample (regime) to another as:

Xjt = y]{t,BSt +u, t=1,..T )
u,~NID (0, 552t)

xj is export and y, is a (kx1) vector of explanatory variables which includes lag values of

1. In a Markov chain, the future depends only upon the present and not upon the past. In other words, the present
depends upon the past.
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x; In the autoregressive specification. Other explanatory variables includes real gross
domestic product (RGDP) of domestic economy, relative prices® (that is, export prices as a
ratio of domestic prices), export subsidy?, real exchange rate and real effective exchange rate.
S, is the state variables which is unobserved and are assumed to evolve according to a
Markov chain with transition probabilities: P(S, = i\S;_; = j,z; ) = P;;(z,). Hence, the
transition probabilities are influenced by a vector of observed predetermined variables
including element of dependent variable (denoted by z,).

The two unobserved state variable are coefficient parameter vector: 8S, = B,(1 — S;) +
B1(S,) and error variance: 625, = §%,(1 — S,) + 62,(S;). Hence, under regime 1(0), the
coefficient parameter vector is B1 (0) and error variance 6°1(0).

Following the popular two-regime case in empirical literature, x, is a series which
involves two Autoregressive (AR (1)) specifications:

M {Oco‘*‘ YXije-1 T€ic, St =10 @)
UET oty + yxjemg HE S =1

x, is a stationary AR(1)* process with mean «,/1 —y when St = 0, and it switches to
another stationary AR(1) process with mean (ec;+;)/1 — y when St changes from 0 to 1.
As long as «; # 0, this model admits two dynamic structures at different levels, depending on
the value of the state variable St. In this case, x, are governed by two distributions with
distinct means, and St determines the switching between these two distributions (regimes).
Hence, S;= 0, 1 represents the Markovian state variables.

While the model presented in equation (2) is capable of characterizing the export
behaviours in two regimes, it is very restrictive because only one change is allowed. It is easy
to extent this model to allow for multiple changes but estimation and hypothesis testing could
be cumbersome (Bai and Perron, 1998; Bai, 1999). Also, changes in model represented in
equation (2) is determined by exogenous time.

One way of solving the above challenge is to specify a different model for St by assuming
that St follows a first order Markov chain with two transition probabilities:

_ p(5:=0/51=0 pS;=1/S-1=0

p 3
(S, =0/S1 =1 p(S=1/S,4 =1 @)

Equation (3) implies transition probabilities as that can be described as follows:

__|Poo  Po1
b= P10 p11| “)
where pjj (i; j = 0; 1) denote the transition probabilities of St = j given that Sy1 = i. It is

important to note that the transition probabilities satisfy piptpiz = 1. The transition matrix
contains only two parameters (poo and p11) which explains the random behaviour of the state
variable. That is, the possible two states in equation (4) are state of low values of the export

1. This measures domestic economy’s productive/supply capacity. This is proxy with industrial productivity and
activities in the stock markets (Stock values).

2. This captures possibility of substituting between domestic and foreign supply when relative export prices
increases. For instance, production for export becomes more profitable and, hence, exporters will supply more
as export prices increases relative to domestic prices.

3. Since no meaningful data is available for the export subsidy in the countries under consideration, this variable
is excluded from the export supply estimations.

4. Markov switching AR models, unlike dynamic Markov switching, allow a gradual adjustment after the
process changes state and are suitable and often used to model quarterly and lower-frequency data.
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(state 1: state of low volatility) and state of high values of the export (state 2: state of high
volatility). In terms of transition probabilities represented in equation (3), there is probability
of transiting to low export in the next (current) period given that the current (past) state is low
export flows (Pgo), probability of transiting to low export in the next (current) period given
that the current (past) state is in high export (Po1), probability of transiting to high flows in the
next (current) period given that the current (past) state is in low export flows (P10) and
probability of transiting to high export flows in the next (current) period given that the
current (past) state is in high export (P11).

In terms of sequencing, the study employed ARIMA model-based X-13ARIMA-SEATS
seasonal adjustment method to test for seasonality in the series. Also, to attribute the state
switch to recent isolationism, the state means and variances are used as switch parameters.
While only exports were allowed to switch, the AR terms and other exogenous variables were
assumed to be non-switching regressors. The hypotheses of independent state variables
(means and volatility shifts) was tested using standard likelihood-based Wald test, while
Akaike info criterion (AIC) criterion was used to establish adequate numbers of lags of
endogenous variable(s).

To confirm whether the recent protectionism represents a temporary or a complete reversal
of the past globalization trend, this study examined the expected duration of state of low export
and high export with any of the paired trading partners and compare the results with co-variate
of protectionism dummy with state probabilities. If the expected duration of high export flows
is longer (lower) than low export flows and the covariate of isolationism and state of being in
high export flows is significant and positive (negative), it is assumed that isolationist policies
will have permanent effect in favour of (against) such direction of export. The impact was
assumed temporal if expected duration of high export flows is shorter than low export flows but
the covariate of isolationism and state of being in high export flows is significant and positive.
If there is no correlation between isolationism dummy and state of being in high export flows,
any significant export regime shift cannot be associated with isolationist policies.

Due to data availability and the kind of data required' by Markov estimations, the study
sampled at least one Sub-Saharan African country from each of the regional economic
communities recognized by African Union. The sampled countries are Nigeria (from the
Economic Community of West African States, ECOWAS); South Africa (from Southern African
Customs Union, SACU); Morocco (from the Community of Sahel-Saharan States, CEN-SAD);
as well as Kenya and Uganda (from East African Community, EAC). The 5 sampled economies
in Africa demonstrate high trade flows in each region (given information from the World Trade
Map) and equally reflect the continent's regional representatives. To account for possible intra-
African trade switch following the recent isolationist measures, each African country's
estimations include intra-regional export (within the RECs and African-wide).

Data

This study utilized logged-transformed of monthly data of export, real exchange rates, real
effective exchange rate, export prices, domestic consumer prices, industrial production
(measured in USD at 2010 constant value) and stock market values of exporting countries
between January 2005 and December 2018. Data was sourced mainly from ITC trade map
database, International Monetary Fund commodities database and Global Economic Monitor
(GEM) database of the World Bank. Export values are measured in thousand US dollars.
RGDP is proxy with stock market and industrial production. This is justified because the
stock market directly linked to real GDP for an economy with significant companies listed in
the stock exchange market, while industrial productivity is a component of aggregate output.

1. Markov switching regression requires series with no missing data.
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Results and Discussions
Seasonality Tests

The tests of seasonality show variations across countries and series (Table Al to A5). However,
Nigeria's series show very weak seasonality prices series (REER and RER) as well as equity
market. The reason for this outcome for Nigeria is that its export is dominated by crude oil
exports that has little or no connection with seasons. Series of other sampled African countries
all indicated seasonality at one level of test or the other except export to ASEAN and NAFTA
in the case of Kenya. This implies that, the majority of the series across sampled African
countries are characterised with gradual seasonal changes in a fashion evolving from month to
month in a non-constant manner. Hence, all variables at one or more significant seasonality
level are adjusted for season. The implications of other forms of unit root tests are less
significant for Markov switching estimation because the model characterised dynamic
autoregressive specification, which is suitable for non-stationary series.

Isolationism and Dynamics in Export Directions of Sampled Countries

One of the basic assumptions of Markov Switching model is the possible difference between
mean (p; and p,) and heteroscedasticity/volatility shift (o1 and o,?) across regimes. Hence,
the hypotheses of independent state variables are tested using standard likelihood-based Wald
test. Given the significant chi-square statistics across, the null hypotheses that the switch
parameters are the same between regimes are rejected (Table 1). These show that Nigeria
export flows have experienced significant shifts between high and low export volatility across
the directions of trade.

On the aggregate, there is considerable state dependence in the transition probabilities with a
relatively higher probability of remaining in the origin regime (0.88 for the low aggregate
export state, 0.96 for the high aggregate export state, Table 1). The corresponding expected
durations in a regime are approximately 8.3 and 35.3 months, respectively. There are variations
across exports directions. For instance, there is 0.98, 0.93, 0.78 and 0.64 probabilities,
respectively for remaining at low exports state in the direction of BRIC?, USA, NAFTA?® and
UK; and corresponding 0.99, 0.86, 0.78, 0.95 probabilities for the high export state). The
corresponding expected durations in a regime are approximately 44.9, 13.6, 4.5, 3.0 and 76.9,
7.5, 5.7, 20.0 months, respectively. Other trade directions such as Nigeria's export to Africa,
ECOWAS, ASEAN and Middle East* exhibit state independent transition probabilities. That is,
Nigeria's exports to these directions are knife-edge, not remaining at either state of high export
or low export for long. These are also indicated by the respective expected durations.

The significant regime shifts in Nigeria's exports across directions of trade is associated with
rising isolationism, especially with the USA and BRIC. The covariance of dummy of rising
protectionism and state probabilities indicates less trade with USA but more trade with BRIC.
The rising protectionism has no significant relationship with state probability in the case of
Nigeria trade with UK. However, Nigeria is not leveraging on the recent international economic
order of isolationism to be more integrated within Africa. Rather, it's getting more integrated with
new and emerging trade partners in BRIC. These outcomes have significant policy implications
for Nigeria's trade integration within Africa as well as directions at which regional integration
should be reconsidered. The drivers of export as estimated shed some lights.

1. However, to ensure that the series are not 1(2), the study carried out unit root tests on the all the series
utilizing intermediate augmented Dickey—Fuller test (ADF).

2. The leading importing market of Nigeria’s export in BRIC is China.

3. This excludes USA. That is only Canada and Mexico.

4. Egypt was removed from Middle East countries being an African country.



Olakojo and Ogunkola

26

PUE 96G ‘9%60T 18 JUEILYIUBIS SAIBIPUI s’ s ' ‘OSIV

‘Alonnoadsal 95T

"$O11S17R1S-Z 8Je siglawesed YoHMs-Uou pue sisjawesed ‘Yolms JUBISUODE JO sasayiualed ayy uj ;810N

‘Buipuly yoJeasay :894N0S

1. 172 17 1L 1L |7 TL 1L 1L 0L SUOIBAISSO
#xx2G°0 €0°0- %220 xxx0V 0" 200 €00 10°0- £2209'0 6T°0 220°0- 2qoid
%xxG°0" €00 %220 222070 20°0- €0°0- 100 £xx09°0" 6T°0 2200 1qo.d

(sanijigeqo.d a1e1s-wisiuonoasload Buisiy) souelIeA0D
xxxVGOVC  xxxB6'TLC  xxx6T'€C  xxxE62°07 *xxGTT°0 »xxE€8'8/ 18LT %x99£'8 xxxVST'9Z  xxx¥1'2CT go =10
€LT0 2200 0500 (740 8100 9070 *xx/85'78 %x998'L 9600 6110 o=
(sonsneis-4) seress ssoaoe Alijenb3 jo s1sa |
0¥ 99€Z €16 696'T 0£8'T v2re 7494 096'T 19T v1ee Ma
952'GE £96'€8- €82'66" 626'CL" G076 9807 GEV' VL €TL9T- €€6'GL- 8rT Th- pooy1ax1|-6o
veT'EC 8eV'LT 1€0°02 €16, 0zL'S 650'T ¥S0'T 11891 00T'TT 0T (Yby) z arers
1628 000T 0£0€ 16G€T 9% G06'LT orLT 006 956'T 0'ST (moy) T a1e3s
1560 €V6°0 0$6°0 1980 G280 9500 1500 186°0 016°0 0000 (uBryybiy)d
€700 1500 0500 €ET0 G/T0 7¥6°0 676°0 0£T0°0 0600 000'T (moyybiy)d
12T°0 000'T 0€€0 7200 ¥220 9500 S.G°0 2200 1150 €900 (ubry/mol)d
6180 0000 0,90 926'0 9.0 7¥6°0 sr440] 8.6'0 8810 1€6'0 (moy/mor)d
san|Igeqo.d 9¥els
(808°0) R ) ) ) ) i ) ) )
8€°0 (¥339)a
) R (910TY) ) ) . . ) i
LT (¥39)a
(1282 (Sv0°229) (1€5°0) (822'TY) (¥66°0) (668°€2) (T96°T) (G9€°0-) (S02°07) (187'%) (4aNdx3)a
W'l 080T 879'T 889'2- 969'T 8502 «SEV'Y 66€°0- €0V T- »xx2€2°0
(T€8°0) (G08'912) (€09°7) (620T-) (09e°T) (09e'v2) (092°17) (ov0°0-) (928°0) (z00°zZY) (LYN00LS)a
2520 €0r'e ETV'E 188'T- 8ze'T 8180 «182°C 120°0- v9€'T *xxT9€0'C
$10ss9.469.4 BuIyd1IMS-UON
(Tv8°1) (¥0T°2) (zovsy) (128°€)
- - - - - - 3)els
«08E°0 <LES0 xxSEB10 xxZ150 (ceess) (1) v
) i i} (998°2) (029°%) (Tr'v7) . (v18°0°) i} i (T 1e15)
xxlVE0 #xx86€'0 »%x806'0 802°0- (1) dv
(rs'127) (c08'07) (ozg'e”) (6220) (eve?) (6L21-) (vor's-) (80°€T-) (re0'9-) (e62T-) %
«.k%Nom.Nu #NOO. ¥¥.«.¢®M.O. wﬁoo ¥®mwNO kkkmm.ﬁ.mu %«.kMN@.O. *xxxGTV'T- k.k.«.mVN.O. *%*wow.m. ¢
(zez'sr) (660°LT-) (26€€) (z81°2°) (¥v0°L-) (18°ST-) (0zev) (T06't-) (2Lv2) (838°2-) o
***VNH.Hu **«.Omh.wu ***vOO.H ***mam.o. ***NOM.H. **%NNV.H. ***.W._”@.Ou ***Vmwd. «.mﬁo.o «.**OWN.O. ¢
(z8e'1) (e9L'T) (852°0) (v682) (v0'v) (58'12) (0eL97) (ov9°€) (TT7°07) (62°2¢) -
1200 %2120 1200 *x86'9 *xxVCL'9 #xx0G6'T  xxxlTL0-  xxx8T9°9 T€0°0- *xx780°0
(v810) (25'v62) (esz0) (cev9) (89z'2) (eesm) (evoy) (190°9) 8920 (160) 8200 i
LT0°0- xxx0£2°0 v¥2°0 *xx8VV'8 *xxl9T'L LIET xxC8V'0  xxxl6E'LT 8.T°0
140dX3 1Sv3 sia1awered
W1OL “aain N vsn V1d4VN n3 SYMOO3 oldg NVISY BOLYY oumg

e11abIN 10§ serewnsg BuIydIMS AOMIRIA ‘T 8|qe.L



Iranian Economic Review 2022, 26(1): 19-44 27

In theory, activities in the stock exchange should exactly match real GDP growth.
However, growth in the stock market was only found to significantly enhance export flows to
Africa. Hence, positive growth in the equity of companies producing export commodities in
Nigeria to African countries will enhance its trade integration in the region. The commodities
Nigeria traded intensively within Africa include cement, tobacco products and electrical
energy. The state independent AR (1) terms® show significant inelastic positive signs across
estimations for EU, other NAFTA members and USA in state 1 as well as BRIC and EU in
state 2. These suggest tendencies for future export to increase less proportionately to to EU,
other NAFTA.

In sum, the results for Nigeria show that the recent waves of isolationism represent a
complete reversal of the past globalization trend of Nigeria's trade in favour of BRIC
countries but less trade with the USA.

There are significant volatility shifts across South Africa estimations (except export to
ASEAN). On the aggregate and like the results for Nigeria, there is a considerable state
dependence in the transition probabilities with a higher probability of remaining in the origin
regime (0.98 for the low aggregate export state, 0.77 for the high aggregate export state,
Table 2). The corresponding expected durations in low and high export regime are
approximately 44.8 and 4.3 months, respectively. There are variations across estimations,
however. Duration of remaining in high export regime to other African countries is higher
than duration of remaining in low export state. Similar result was obtained for intra-SACU
exports. While there is considerable state dependent in the transition probabilities of South
Africa in all its export directions, its export to EU (excluding UK) and SACU shows a state
independent in the transition probabilities. That is, export of South Africa to other EU
members (excluding UK) and SACU are less stable.

Further, the recent isolationist stance was found to be associated with high South Africa
export flows favouring intra-SACU and Middle East given the covariance results. The
opposite results were found for BRIC and ASEAN. Meanwhile, the recent isolationist stance
is not associated with South African trade with USA and UK.

In assessing the non-switching regressors as key drivers of South African exports, South
African industrial production has elastic and significant positive relationship with exports
across its key trade directions except in the case of its export to ASEAN where industrial
production was not found to significantly influence export. Hence, improvement in industrial
production will improve South African exports flows significantly. Relative export prices are
important driver of South Africa trade integration with the rest of Africa and UK with
elasticities of 0.29 and 1.13, respectively.

Overall, the results show that the recent waves of protectionism represent a complete
reversal of the past globalization trend of South Africa's trade in favour of SACU and Middle
East countries but less trade with the BRIC, in opposite directions.

1. Other estimations did not converge including AR(1) terms. Hence, the first difference of the dependent
variable(s) were taken. This is justified since the dependent variable in the Markovian framework should be a
stationary AR process and the structure of the AR (1) process is equivalent to having a differenced stationary
process.
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There has been a significant shift in the export supply of Uganda across all its directions of
trade given the results of the tests of equality of shift parameters across its trade directions
(Table 3). Also, there are significant tendencies for Uganda exports to sustain the origin state
of either high or low export flows after an initial shock, except for the case of export to
Africa (for high export flows), and export to other NFTA members (excluding USA). That is,
the situation of low intra-African export is likely to remain longer than high intra-African
exports.

The significant shift in Uganda intra-African export, export to EAC, and export to USA
are associated with rising protectionist policies. The high export to the USA despite its
isolationist stance has implications for Ugandan exports as it indicates little means of
manoeuvring in the event of unfavourable market assess in the USA. However, the
isolationist stance is making Uganda to trade more within Africa and the EAC. That shows
that the country is making alternative moves to be more integrated within Africa. Also, the
increasing isolationist stance has not been encouraging Uganda trade more with BRIC
countries.

The key drivers of export vary across the selected trade directions. On the aggregate,
Ugandan industrial production significantly influences its export. The impact is, however,
inelastic. That is, increase in industrial production will affect export less proportionately. This
IS expected since export is component of domestic output not consumed domestically. This
implies that Uganda domestic consumption of its industrial output is high. The results also
show that Uganda's industrial production positively influence intra-African exports, and intra-
EAC exports. The insignificance of Uganda industrial production to other trade directions
may be associated with the fact that the Ugandan exports is more of primary agriculture
products and less of what industries produce to these directions of trade.

In all, the results for Uganda show that the recent waves of protectionism represents a
temporary effect on Uganda's trade in favour of USA, Intra-Africa and EAC and Middle East
countries.

Kenya demonstrates a significant shift in export regimes except for the case of other
NAFTA members (Table 4). Also, the results show that a high intra-African export regime
has been associated with rising protectionist policies in the Western world. The opposite was
fond of being the case for BRIC countries and other NAFTA members. Different trade
directions do not show a significant relationship with protectionist policies. While Kenya's
intra-African exports are associated with rising protectionist policies, its expected duration of
export remaining at a high regime within Africa is about seven months compared to the
expected period of its export to be in the low state of about 16.5 months. The insignificance
of the equity market on the export of Kenya is an indication that the listed companies' exports
are minimal. The impact of isolationist policies on Kenya's intra-African exports is
temporary.
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The Morocco results in Table 5 show significant variance shift between period of high
export and low export regimes across estimations. On the aggregate, the ratio of expected
duration of high export regime to low export regime is about 12 to 1. This varies across the
trade directions. While the expected duration ratio of a high intra-African export regime to
low intra-African export regime is about 11 to 1, intra-CEN-SAD is about 1 to 1. This implies
that Morocco is more integrated with the rest of Africa than it is within the Community of
Sahel-Saharan States. Besides, the recent isolationism stance is characterized by high export
regime with ASEAN. The opposite were the cases of export to BRIC and other NAFTA
members. The relationship between intra-African trade and protectionist policies in the
Western countries is weak.

In terms of drivers of export in Morocco, the export price ratio of domestic prices is an
important driver of aggregate exports as well as export in the direction of the EU and the
Middle East, while stock market growth is not export enhancing to the Middle East. Overall,
the Moroccan results show that the recent waves of protectionism represent a complete
reversal of the past globalization trend of Morocco's trade in favor of ASEAN and Middle
East countries but less trade with the BRIC and NAFTA, in opposite directions.

The study also assessed the export switch of major African trading partners in the
forefront of "beggar-thy-neighbor" policies, which is necessary to check if these countries are
finding markets for traded commodities in Africa and its implications for regional integration
in the continent. The results are presented in Table A6 to A9 in the appendix. The results
show that the expected duration of China and Russia to be in the state of a high export regime
with Africa is longer than that of a low export regime. However, the opposite was the case
with the USA and UK, where the expected duration of being the state of the low export
regime to Africa is longer. These show the tendencies for more of China's and Russia's
exports to find their way to Africa. It was found that rising protectionist policies are
significantly associated with the Chinese high export regime to South Africa while it is
associated with UK high export regime to Uganda. Meanwhile, it was characterized by the
low export regime of China to Uganda, Russia to Kenya, the UK to Kenya and South Africa,
and the USA to Morocco.

The above implies that some countries at the forefront of beggar-thy-neighbor policies are
diverting their exports to some African economies, which has tendencies of undermining
regional integration in Africa in commodities that these economies export to Africa.

Conclusion and Policy Issues

The study investigated whether the recent wave of economic isolationism unraveling the
world trade order is creating an incentive for Africa to be more conscious of the worth of
intra-regional regional integration. The study found that the expected duration of being in the
state of high or low export regimes by sampled African economies varies across different
trade directions. Also, rising isolationism policies on African economies' exports to various
approaches vary. In contrast, its impact on selected African trading partners such as the USA,
UK, Russia, and China exports to different African countries vary. Hence, factors to be
rethought about regional integration in Africa cannot be one cap. However, harmonizing
relevant policies will help Africa be more integrated and insulated.

In the case of Nigeria, it is realized that the economy is less integrated within the
continent, but this has limited roots in the recent development in the global trade order of
rising isolationist stance. The identified key drivers of Nigeria's trade within Africa are
growth in equity markets and the ratio of export prices to domestic prices. Hence, there is a
need for Nigeria to reform its equity market to be more efficient. This reform should target
exporting industries listed on the stock exchange. Appropriate incentives to enhance intra-
African trade will be a step in the right direction. Also, an effective inflation policy by the
monetary authority will go a long to make Nigerian goods penetrates African markets
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significantly, given that lower domestic prices relative to export prices is a significant
incentive to export for Nigeria.

South Africa’'s industrial productivity positively influenced intra-African, Intra-SACU
export flows, and the effect is found to be elastic. Also, export prices as a ratio of domestic
prices are equally an essential driver of intra-African export flows. At the same time, the
rising protectionist stance is an important fact affecting the high export regime of South
Africa in SACU. In terms of policy, there is a need to consolidate existing industrial policies
to improve additional products that will enhance South Africa's intra-African trade. Besides,
necessary domestic price policies that minimize inflation will further boost South African
trade within Africa. In sum, intra-African trade in South Africa will increase, but proactive,
supportive policies should consolidate the success recorded.

In the case of Uganda, high intra-African and intra-EAC export regimes are associated
with a rising protectionist stance. Still, the equity market is also an essential driver of
Uganda's intra-regional trade in Africa. Therefore, relevant stock market reforms will
significantly enhance Uganda's trade integration within Africa. However, a higher export
regime of Uganda to the USA is associated with the rising protectionist era, which implies
that Uganda's intra-Africa trade may rise. Still, the country has little maneuvering means and
may be vulnerable to USA trade policies. There should be a conscious effort for the
government to be insulated. One of the ways of doing this is to diversify external trade
partner countries rather than its extra-African trade concentrating in few countries.

While rising isolationist policies in the Western countries was found to be associated with
Kenya's high export regime in Africa, the equity markets and export prices are not significant
factors which means that companies listed on the Nairobi Stock exchange trade less. Hence,
there is a need for reforms that will remove bottlenecks to export by these companies. Some
of these bottlenecks are embedded in trade facilitation issues.

Morocco demonstrates high regional integration with the rest of Africa than the intra-
CEN-SAD, but these are unconnected with recent isolationism. Hence, there may be a need
for trade policy in Morocco to focus more on challenges facing regional integration;
otherwise, any new regional integration initiative will yield limited expected outcomes.
Generally, some of these challenges range from multiple and overlapped memberships and
supply side constraints to weak evolutionary processes in linear market integration
(Hartzenberg, 2011).

Given the study's findings, Africa needs to renew its commitment to regional integration
and re-evaluate the worth of enhancing regional integration in the continent that is necessary
to insulate itself against unavoidable isolationist policies with some of its trading partners. In
terms of continent-wide policies, there is a need to deepen and harmonize industrial policies
and equity markets reforms to foster better performance, especially of the companies listed on
the stock exchange with capacities to export. Also, approaches to achieve low general prices
to enhance intra-African trade integration should be targeted and synchronized. These should
be some of the African Continental Free Trade Agreement targets to achieve the expected
trade integration in Africa.
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Figure 1. Direction of Nigeria Exports (%)
Source: Computed based on ITC trade map database.
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Figure I1. Direction of South Africa's Exports (%)
Source: Computed based on ITC trade map database.
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Figure I11. Direction of Morocco Exports (%)
Source: Computed based on ITC trade map database.
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Figure 1V. Direction of Kenya Exports (%)
Source: Computed based on ITC trade map database.
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Figure V. Direction of Uganda Exports (%)

Source: Computed based on ITC trade map database.



39

19-44

Iranian Economic Review 2022, 26(1)

‘Bulpuly YyoJeasay :924n0s

} (%1) (%T) . . (%1) . . . . (%5) . . (aren-4)
T0L°0 J60°€ g0y T 299'0 by 5860 YoL'T SOT'T 8251 102 £0T'T ST o) Aupeuosess BUINOI
(%1) (%1) (%3) . (%9) . (%1) (%1) (%1) (%1) . . (%1)  (sonsness sijfem
82LVE 60sTs  otoros ST ootz 9BV epoy1s  oigov eveus  gogog  JEETE LWBBEZ gparce  -jesniy) isaL oujeweseduo
(%1) (1) (%1) . . . (%1) (%1) (1) (%1) (%3) . (%1)
-4) A i
w6228 wafISG  xxGBOB  O0CT 891 TEVT 8167  «eT88C  xxZEEOT VTS V2T BELT gy e AigEs Buunssy
apeuifeio} 4003 Y34 VI4vN IsessippiN dpadx3 vsn 3N n3a ov3a olyg NVISY BV
(eAuay) Aujeuosess J0 S1sa1 “[11 9|geL
‘Bulpuly yoseassy :904n0S
(%1®) . (wt®)  (%1@) . (%5®) (%1®) . . wt®) (wt®) (%10) } (%s@)  (eren-d)
1z WOT cerr Laez 99T 966T  axzovs 089 LETT 6oz LbSGE 680 OOV 0zeT 191 Aupeuoseas BUInOW
(%1@)  (%1®) (%I®)  (%1®) (%10) (%10) (%1D) ®%10)  610)  %I®) oo %10) (%1 (%T®)  (somstyess stjfep-[exsnIy)
G0G'G8  T9ETOYT  98TZE 9079 €€0'2S EVT°05 G6ELY 0€8'Sy  82,'€9  088'GE G207y 96208 9/20°€6 IS8l duiswereduoN
(%I®)  (%I®)  (%S®)  (%S®) (%1®) (%1®) (%1®) (%T®) (WI®) (%I®) 1160 (%T®)  (%S®) (%1®)  (enjen-d)
x€97' LT  xxOVZVBT  %€6LC  x[86C  xx0GLY  %x99L'G  xx8FVT'S  xxGBT'O  ~xlEE'8  ~xVESE «CETE 8197  x«8EVbZ  ANNgeIs Buinssy
spesyelo} poidnpul  yIY PEEH eyeN 1583 dpadx3 /zn3 vsn N NOVS  Oldg NVaSY  Boly
(e2LJV yINOS) ANjeUOSESS JO SIS3L |1 d|0eL
‘Buipuly yd2Jessay :824n0s
. . . (%T) . . . . (%6 18) . . . . . (oren-4)
AUTT £29T  (%T) »x92€°0T wbigg  9L€0 §50°C 2081 0980 eogz 91T 056'0 8650 WBTT TS0 1o fureuosess Buinon
. (%T) (%T) (%1) . . . . . . . . . ) (sonsness sij[eAn-[eMSNIN)
T.2ST 09658 9507¢ pooce  BCLEBT  ESTLT  wyTEl 6256 L66TT LT6ET  YTIS8  9688%6  6SEZE  T90'ST oo mieduony
WTT @D wotre 0D (9%5) ast oot %9 o geoT Tt ze0T 0 s1s0 ezt Cnerd)
ob *xV8'E x8E8'T 20T Aungess Buinssy

[€101 8peJ}  JIWDO0IS

43y Y33y

BYEN se3N dpadx3 Len3d vsn AN SVYMOO3 Jldd NvVISV BV

(eabIN) Allfeuoseas Jo1sa] ‘| 9|ge.L



Olakojo and Ogunkola

40

‘Buipuiy yoseassy :921n0S

(%10) (%1) (%T) (%5) . . (%1®) . (%1) (%1®) . (%1®) (%S . (aren-4)
WILE wllTS 880 oz (WDASL9T  BSET w1EEG voLt wOTZY  xebYSY 980 @Y @) wisgz SO LIL0 1) fyeuoseas Buinon
(%10) (%T) vavS vy (%S)0T8T'EE (%T) L2058 (%S) 2202°€T (%S) 0258'Ge (610) (%T) 22S0'TY 296507 (10) (610) (9610) 9T€9'6 610) S %w/zmw_wwé
T0v2'€L £608°65 ¥809'9L 6189'82 Y9 Ty S6ET'SY 1581 oLnaLRrRdUON
(%1®) (%1) (%T1) (%T1) . (%9) (%T1®) (%T1) . (%1®) . (%1®) . (%1®) (onfen-3)
*x86TY *xlOLY %8997 *xLT89 991 €1€T *x8L'9 *x959'7 el wigeg  (HSOVATLET  once 8t PTG Aungess bujwnssy
apesjelo) 018 (SEN] 1881 BTN sesd|ppIN - dpadx3 vsn N n3 avs-Nao oldg NV3SY RO
(022010N)) Al1jeuosess Jo S1Sa] A 9|qel
‘Buipuly yoJeasay :904n0S
. . (%T1) (%T1) (%) (%T1) (%T1) (%T1) . . . . ) (%S®)  (sren-4)
€560 TOOT  IITY 0509 2OTT  «SYET  aeS6LV  «CEWT V80 L8597 WOT WL T8I0 g1z ysay Aujeuosess Buino
0 0 (] (] 0 (] 0 0 (] (] (] 0 0 Lo .
(%1®) (%T1) ($1) (%T1) (%) (%T1) (%T1) (%T1) (%T1) (%1®) (%T1) (%1®) (%T1) (%T®@)  (sonsness stjlepn-[exsni)
GEZY'EL  G¢6L'88  LLOV'SY GVEG'OE  9969'.C  9LL0VE  6669'SS  L6.8°0€ §TZE'SL €6/9'€9 6€05'68  09ST'EE  TZ6V'66  678LTE 1S31 dLIdweseduoN
§H©.v §c @6. §d. Agm.v Agmv @6. §m.v ?E.v A§©.v @E. @&@ @E Aﬁm@ (anfen-4) Aailigess Buiinssy
xQLLL  xxESTVT  xxWVOV  xxVITE  xBEST 862'C %x8LT'9 GTET *xGETTT  %xTGLL %x6L0'6  x925C xx86T°0C  x858C
spesjeo}  posdpur Y3y 1834 eyeN  Iseds|ppliN dpadx3 vsn N n3 ov3 o1¥8  NvaSV  edlyy

(epueBn) Anjeuosess Jo sisaL Al 3|qe.L



Iranian Economic Review 2022, 26(1): 19-44 41
Table VI. Markov Switching Estimates for China
Switch parameters c SOUTHAFRICA UGANDA KENYA MOROCCO AGGREEGAT
-0.009 -0.007 2.056 0.002 12.943 0.219
ul (-0.189) (-0.195) (3.043)** (0.032) (3.442)*** (1.439)
0.012 -0.000 0.062 -0.006 0.861 2.542
u2 (0.837) (0.004) (0.125) (-0.387) (2.172)* (1.853)*
2 -1.223 -1.406 -0.849 -1.176 -1.368(- -2.912
o1 (-8.238)*** (-11.038)*** (-8.790)***  (-8.872)*** 8.623)*** (-26.608)***
2 -2.446 -2.557 -2.076 -2.315 -2.192 -1.361
02 (-21.261)***  (-25.081)***  (-8.298)*** (-24.374)***  (-27.104)***  (-10.476)***
AR (1) i i 0.801 ) -0.044 0.986
(state 1) (12.369)*** (-0.146) (101.578)***
AR(1) i i 0.995 ) 0.929 0.837
(State 2) (20.736)*** (28.918)*** (9.507)***
Non-switching regressors
D(INDPRO_D11) (822%) (12(3)% (8:1122) (E%stl)* (iigg) (822(1)2)
D(EXPPRDP_NEW_D11) (gﬁgg) (-8123(2)) (8:%%) (-8:(2)22) (-2:;1?}1) 0.068(0.528)
State Probabilities
P(low|low) 0.671 0.740 0.583 0.745 0.605 0.881
P(Low|High) 0.329 0.260 0.417 0.255 0.395 0.119
P(High|Low) 0.130 0.118 0.583 0.109 0.097 0.343
P(high|high) 0.870 0.882 0.417 0.891 0.903 0.657
Expected durations
State 1 (low) 3.040 3.842 2.398 3.921 2.534 8.382
State 2 (high) 7.713 8.451 1.715 9.185 10.263 2.912
Log-likelihood 87.583 103.795 -46.130 68.747 76.725 148.308
DW 2.023 2.151 2.505 2.039 2.474 2.124
Tests of Equality across states (F-statistics)
pl=p2 0.178 0.037 5.903* 0.023 10.644** 2.824*
61%= 6,° 75.913%** 71.632%** 28.889*** 67.195 21.107%**  120.022%**
Covariance (Rising protectionism-State probabilities)
Probl 0.11 -0.16** 0.14* -0.09 0.09 0.01
Prob2 -0.11 0.16** -0.14* 0.09 -0.09 -0.01
Observations 170 170 170 170 170 170

Source: Research finding.
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Table VII. Markov Switching Estimates for Russia
pafzvr:gpers KENYA MOROCCO NIGERIA  SOUTHAFRICA  UGANDA  AGGREGATE
6.790 0.026 -6.501 6.790 0.326 5.645
ul (6.021)*** (0.294) (-2.608)** (6.021)*** (42.214)*** (1.419)
6.910 0.303 5.325 6.910 0.097 3.041
= (3.145)** (57.448)*** (8.800)*** (3.145)** (0.436) (2.489)*
2 -0.479 -0.122 -0.581 -0.479 -4.236 -0.705
o1 (-5.802)*** (-1.697)* (-3.540)*** (-5.802)*** (-14.804)*** (-2.801)**
2 0.358 -5.039 -0.953 0.358 0.771 -1.474
o2 (2.043)* (-13.457)*** (-9.185)*** (2.043)* (10.576)*** (-10.420)***
AR (1) 0.285 i 1.588 0.285 i 0.577
(state 1) (2.408)* (6.470)*** (2.408)* (1.912)*
AR(1) 0.215 i 0.486 0.215 i 0.777
(State 2) (0.857) (7.889)*** (0.857) (8.656)***
Non-switching regressors
D(INDPRO_D11 -2.959 -4.607 -0.245 4.699 7.304 5.727
) (-0.683) (-14.593)*** (-0.083) (40.696)*** (12.796)*** (2.868)***
D(EXPPRDP_N 0.664 2.501 0.001 -0.128 17.282 -0.445(-0.535)
EW_D11) (0.335) (12.659)*** (0.001) (-1.389) (78.271)***
State Probabilities
P(low|low) 0.991 0.957 0.000 0.926 0.000 0.666
P(Low]|High) 0.009 0.043 1.000 0.074 1.000 0.334
P(High|Low) 0.022 0.957 0.406 0.926 0.067 0.091
P(highlhigh) 0.978 0.043 0.594 0.074 0.933 0.909
Expected durations
State 1 (low) 107.780 23.466 1.000 13.577 1.000 2.995
State 2 (high) 46.009 1.045 2.465 1.080 14.820 10.944
Log-likelihood -123.452 -134.671 -84.850 -114.052 -226.313 -22.141
DW 1.963 2.102 2.176 2.195 2.505 2.351
Tests of Equality across states (F-statistics)
pl=p2 0.002 9.521*** 20.910%*** 0.003 1.064 0.336
01°=0,° 19.525%** 167.248*** 3.517* 320.683*** 288.180*** 11.973%**
Covariance (Rising protectionism-State probabilities)
Probl 0.41*** -0.04 -0.10 -0.02 0.04 -0.01
Prob2 -0.41*** 0.04 0.10 0.02 -0.04 0.01
Observations 109 109 109 109 109 109

Source: Research finding.
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Table VII1. Markov Switching Estimates for UK
Switch EXPTO EXP TO
parameters KENYA MOROCCO NIGERIA SOUTHAFRICA UGANDA AGGREGATE
pl 6.530 -0.008 -0.005 0.009 8.378 0.002
(6.418)*** (-0.268) (-0.304) (0.694) (7.099)**= (0.205)
u2 6.225 0.025 0.004 -0.018 1.276 0.030
(5.454)**=* (0.362) (0.113) (-0.450) (2.036)* (46.565)***
o -1.467 -1.442 -1.956 -2.256 -1.114 -2.158
(-19.722)***  (-4.836)***  (-13.876)***  (-15.844)***  (-10.751)***  (-37.474)***
6,2 -2.059 -0.680 -1.102 -1.217 -1.930 -6.548
(-22.578)***  (-3.042)** (-8.833)*** (-9.753)*** (-19.705)***  (-23.601)***
AR (1) 0.389 - - - 0.053 -
(state 1) (4.095)*** (0.398)
AR(1) 0.398 - - - 0.851 -
(State 2) (3.605)*** (11.678)***
Non-switching regressors
D(INDPRO_D11) 1.373 2.683 1.196 0.917 1.545 0.096
(3.320) (2.753)*** (2.423)*** (2.476)*** (2.829)*** (4.439)***
D(EXPPRDP_NE 0.647 1.013 0.216 -0.080 0.477 0.124
W_D11) (2.176)** (1.666) (0.626) (-0.266) (1.010) (6.855)***
State Probabilities
P(low|low) 0.993 0.845 0.882 0.841 0.861 0.950
P(Low|High) 0.007 0.155 0.118 0.159 0.139 0.050
P(High|Low) 0.009 0.233 0.140 0.264 0.101 0.769
P(high|high) 0.991 0.767 0.860 0.736 0.899 0.231
Expected durations
State 1 (low) 140.886 6.465 8.442 6.289 7.200 20.026
State 2 (high) 116.415 4.288 7.135 3.788 9.871 1.300
Log-likelihood 45.381 -65.224 6.201 48.388 1.176 140.617
DW 2.135 2.934 2.948 2.552 2.138 2.692
Tests of Equality across states (F-statistics)
pl=p2 0.040 0.175 0.046 0.369 30.313*** 8.721**
01°= 6,° 24.998*** 19.058*** 35.161%** 49 573*** 41.037*** 240.873***
Covariance (Rising protectionism-State probabilities)
Probl 0.33*** 0.08 0.02 0.21** -0.38*** 0.09
Prob2 -0.33*** -0.08 -0.02 -0.21** 0.38*** -0.09
Observations 170 170 170 170 170 170

Source: Research finding.
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Table IX. Markov Switching Estimates for USA

. EXP TO EXP TO
Switch parameters KENYA MOROCCO NIGERIA SOUTHAFRICA UGANDA AGGREGATE
1 12.277 10.881 0.481 1.820 0.004 0.006
K (17.325)***  (8.044)*** (9.387)*** (3.412)*=*= (0.106) (0.678)
’ 8.986 2.025 1.443 9.629 0.035 -0.013
K (13.677)***  (2.467)* (3.505)*** (3.101)** (0.091) (-0.370)
2 -1.631 -1.116 -4.854 -2.466 -0.741 -2.475
o1 (-7.659)*** (-14.383)*** (-12.908)***  (-31.341)***  (-0.068)***  (-17.467)***
5,2 -0.878 -1.260 -1.738 -1.077 0.383 -1.773
2 (-14.746)*** (-13.875)*** (-30.096)*** (-6.199)**= (1.465) (-8.335)***
AR (1) -0.006 0.104 0.921 0.860 ) )
(state 1) (-0.102) (0.934)  (229.358)***  (20.967)***
AR(1) 0.137 0.822 0.886 0.270 i )
(State 2) (2.193)*  (11.324)***  (26.969)*** (1.155)
Non-switching regressors
-8.600 2.610 3.482 0.808 4.417 2.685
D(INDPRO_D11) (-1887)*  (0.689) (2.267)* (0.756) (0.725) (1.981)**
-0.628 -1.045 -0.408 -0.156 1.202 0.078
D(EXPPRDP_NEW_D11) 477 (-1527) (-1.737) (-0.723) (1.110) (0.338)
-3.271 -1.814 -0.607 -0.006 2121
D(RER_D11) (-1.867) (-1150)  (-5.012)%** (-0.022) (1.132) -
State Probabilities
P(low|low) 0.460 0.979 0.029 0.938 0.958 0.907
P(Low|High) 0.540 0.021 0.971 0.062 0.042 0.093
P(High|Low) 0.044 0.026 0.029 0.333 0.393 0.323
P(highlhigh) 0.956 0.974 0.971 0.667 0.607 0.677
Expected durations
State 1 (low) 1.853 47.633 1.029 16.140 23.894 10.764
State 2 (high) 22.688 38.413 35.083 3.000 2.545 3.094
Log-likelihood -119.272 -51.009 48.072 117.703 -147.773 140.266
DW 2.149 2.231 2.809 2.394 2.750 2.692
Tests of Equality across states (F-statistics)
pl=p2 11.909***  29.712*** 5.366* 6.356* 0.006 0.253
0°=0," 11.504*** 1.393 66.186*** 62.593*** 21.431*** 15.412%**
Covariance (Rising protectionism-State probabilities)
Probl -0.12 0.36*** 0.11 -0.02 -0.05 0.20*
Prob2 0.12 -0.36%** -0.11 0.02 0.05 -0.20*
Observations 170 170 170 170 170 170

Source: Research finding.
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