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ABSTRACT KEYWORDS
The green economy aims to achieve economic growth and devel- GDP per capita; CO;
opment without an adverse effect on the environment. The envir- emissions; EKC hypothesis;

onmental Kuznets curve (EKC) hypothesis explains the relationship East Africa
between economic activity and environmental degradation. Using
the EKC hypothesis as a theoretical framework, this study tested the
EKC hypothesis for 12 East African countries using the Pooled Mean
Group (PMG) approach for the period from 1990 to 2013. The result
shows that the relationship between per capita income and CO,
emissions (a proxy for environmental degradation) is bell shaped
and thus is an extended version of the original inverted U-shaped
curve relationship between economic activities and environmental
degradation. Hence, one can conclude that the economic activities
in East African countries do not lead to CO, emissions. Therefore,
environmental conservation policies, technological advancement
and modern industrial policies are required to make the economic
growth of East African countries effective in reducing CO,
emissions.

Introduction

Although there is general agreement on the meaning of green growth, institutions have
defined it in their own ways. For example, the OECD defined green growth as ‘Fostering
economic growth and development, while ensuring that natural assets continue to
provide the resources and environmental services on which our well-being relies’ [1].
The World Bank defined green growth as ‘Growth that is efficient in its use of natural
resources, clean in that it minimises pollution and environmental impacts, and resilient
in that it accounts for natural hazards and the role of environmental management and
natural capital in preventing physical disasters. And this growth needs to be inclusive’ [2].

The question concerning the significance of nature and the environment for the
economy may be found in earlier economic work [3-5]. For example, Ricardo believed
that diminishing returns in farm production were caused by the supply of poor-quality
land. Malthus argued that, when the population grew with infertile land, the per capita
food supply was reduced [3,5-8]. According to Marx, the capitalist system is unsustain-
able [3,9].
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The EKC hypothesis has been the dominant theory explaining the link between eco-
nomic growth and environmental degradation since the early 1990s. The EKC hypothesis
argues that there is an inverted U-shaped relationship between economic activity and
environmental degradation. Degradation and pollution are high in the early stages of
economic growth, but, beyond a certain level of income per capita, the trend reverses, so
economic growth leads to environmental improvement at high income levels [10-15].

The carbon dioxide (CO,) emissions of Sub-Saharan Africa (SSA) fluctuated in
magnitude from the early 1990s until the early 2000s. They rose to their maximum
level during 2003 but fell in the years 2007 to 2013. Except for 2009, the GDP per capita
rose continuously from the early 2000s (see Figures 1 and 2).

Even though the EKC argues that the relationship between economic activity and
environmental degradation has an inverted U-shape, there has been empirical evidence
to the contrary. Many studies have supported the EKC [16-33], but some have not [34-45].
Further, several studies have found mixed results (supporting the EKC hypothesis for some
countries/pollutants but not for other countries/pollutants) [46-55] (see Table 1).

Accordingly, this study examines the relationship between economic growth and CO,
emissions and the effect of economic growth on the environment in the case of East
African countries. There is a lack of empirical studies showing the relationships between
economic growth and the environment in the case of East Africa. This necessitates
a systematic examination of whether the EKC holds for East African countries. The
primary objective of the study is to test the EKC hypothesis for 12" of the 22 East African
countries.”

Literature review

This section concerns the theoretical literature on the economic hypothesis, developed by
Kuznets in 1955, the historical background of the EKC hypothesis and its meaning. The
theoretical literature has also discussed international agreements on the environment.
Meanwhile, in the empirical literature, different studies (differing in the case studies, type
of data, methodologies and variables) have supported and opposed the EKC hypothesis.

Theoretical literature

The relationship between development and inequality has been recognised for at least
60 years. Simon Kuznets studied this relationship and produced the Kuznets economic
hypothesis. Kuznets [56] argued that, at the initial stage of economic growth, income
inequality increases until it reaches a maximum point, and then income variation reduces
with economic development. In the early 1990s, the concept of the environmental
Kuznets curve (EKC) hypothesis emerged from the work of Grossman and Krueger
[10], using the concept of Kuznets [56] as a benchmark. Even though Grossman and
Krueger [10] initially examined the impact of North American Free Trade Agreement
(NAFTA) on the environment, the starting point for the concept of the EKC was
a background study by Shafik and Bandyopadhyay [12] for the World Development
Report in 1992. Hence, the EKC argues that “The view that greater economic activity
inevitably hurts the environment is based on static assumptions about technology, tastes
and environmental investments’ and that ‘As incomes rise, the demand for
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Figure 1. CO, emissions of SSA from 1990 to 2014.
Source: Authors’ own construction from World Bank data, 2019.
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Figure 2. GDP per capita of SSA from 1990 to 2014.
Source: Authors’ own construction from World Bank data, 2019.

improvements in environmental quality will increase, as will the resources available for
investment’. Further, Beckerman [57] argued that ‘there is clear evidence that, although
economic growth usually leads to environmental degradation in the early stages of the
process, in the end the best and probably the only way to attain a decent environment in



INTERNATIONAL JOURNAL OF ENVIRONMENTAL STUDIES 639

(panupuo))

sisaylodAy y3 ay1 Loddns Jou ss0q eIsiun] ‘600¢ 01 0861 Wol4 WD3A [0¥] JosSNOA pue 1|qaf
sisayiodAy )3 ay3 poddns jou s30q WeulalA ‘LLOT 01 1861 Wioi] a4y [6€] " 19 leINN-IY
(8¢l
sisayrodAy Hy3 ay3y poddns jou saoq eIy YINOS ‘0107 0} 0961 Woi4 1ayy uuewjyog pue z307-1s3|bu|
sisayrodAy Hy3 ayi uoddns jou saoq uel| ‘110z 03 0861 Wol4 [NIY4 [£€] Weybsy
sisay10dAy H)y3 oyl Loddns Jou ss0Q  $31RIS PAUUN ‘FOOT O} 096| WO 2Inpa>oid oloWeweA—epo | [9€] "|e 12 seikos
sisayrodAy )3 ay1 Loddns Jou ss0q Ajeyl ‘200z 03 1981 woi4 S10 [s€] uejery
sisayrodAy Hy3 ays uoddns jou saoq eLIISNY ‘6661 0} 0961 WOI4 s10 [¢€] J9us3IaD) pue |paL
sisayyodAy Hy3 ay3 suoddng elURWOY ‘0L0OZ 0} 0861 Wi a4y [£€] "|e 3@ zeqyeys
syuenjjod jo sadAy Auew Joy sisayrodAy Hy3 ay:
S9)epljeA 1RWIIS 13YI-PAXY dY} ‘SapIsaq ‘spunodwod djuebio 3j1iejoa ueylaw S31IUN0D
-uou pue sapixo Jnydjns jo suoissiwa 4oy sisayrodAy Hy3 ay1 suoddns 570 pajood ay| N3 87 104 10T 0} 0661 WOI4  S}_YS paxy pue S0 p3Jood [c€] nuesuuy
sisay1odAy Hy3 ay3 suoddng  S3LUNOD OZL 40} 600Z O3 000T WOIS WD [L€] M0Z pue eileg
$911UN0d (YNIIN) eI14Y Y1ION
sisay1odAy Dy ay: swoddng  pue 1se3 S|PPIN ‘€LOT 03 0861 WOl poyiaw uonewnss s70d [0€] "|e 1 palez
5159
sisayyodAy Hy3 ay3 suoddng AxNn] ‘/00Z 03 8961 woi{  J3buein-3|bu3 pue uasueyor [62] Zewminp
eidoiyy3
sisayodAy Jy3 ays suoddng ‘1102/01L0T 01 0£/6961 woi] WD3A [82] spIom
S91IIUN0D
sisayyodAy Hy3 ay3 suoddng uelsy 1 1oj 1 10Z 01 0661 Woi4 WWD [£2] }4nzQ pue sibiady
S3LIUNOD
(YNJW) ueduyy YyuoN pue iseg S91eWI1SD
sisaynodAy Hy3 ayr suoddng S|PPIN 0L 104 0L0OT 01 0661 WOl $170Q pue STOW4 [sued [92] e 38 lueyleq
sisayyodAy Hy3 ay3 suoddng obuo ‘010z 03} 0861 W0l uonelbajul-0d uasueyor [s7] 1zeD pue pawyy
s1say3odAy Dy3 ay1 suoddng ueispied ‘LLOT 03 7/61 woid Jayy [v2] e 1y
sisayiodAy D3 ays suoddng puejieyl ‘0L0Z 03 L/6L wold 1ayy [€2] "Ie 1 Zeqyeys
sisayyodAy Hy3 ay3 suoddng  S3LIUNOD GG U104 8OOT O} 0/61 Woi{ dinpadoid abexyunys ueisakeg [z2] “Je 3@ waqgor
sisayodAy Hy3 ayr suoddng eiske[e ‘600 03 0861 Wol4 a4y [1Z] "|e 13 Hooges
s1s9y30dAy Dy3 ay3 suoddng BUIY) ‘500 01 5861 WOl S0 Jweukg [07] '|e 3@ Buos
sisayiodAy D3 sy suoddng euIyd ‘s00Z 03 5861 Wol4 10949 paxi4 [61] ‘[e 1 Buerr
1591
Ayjesned [euodaliplq pue sisayiodAy Hy3 ay3 suoddng A3xIn1 ‘5007 03 0961 WoI] Ayjesned Jabuein pue 1qyy [81] njbodijeH
Buyjjspow uoda110d
sisayrodAy Hy3 ay3 suoddng 9duel4 ‘0007 0 096 WOI4 JOLS J0IIIA pue uolelbalul-0) [£1] Buy
SOMIUNOD 77 10} 06616461
sisaylodAy Jy3 ay3 suoddng  pue 8861 ‘7861 ‘//61 SIedk 3y 4o S5 [91] J9ban1y pue uewssoin
s}nsay Apnis ased ay3 jo adods 9dA} [apoy (s)loyny

‘aInjesdy| [eduidwy 'L 3jqe]



640 S. DEMISSEW BEYENE AND B. KOTOSZ

'610¢ ‘sioyine ay1 AQq pa1dnJisuo) :33inos

"(%0D 404 10U) QS

10j Ajuo sisayrodAy Hy3 ayi suoddns Apnis sy ‘sioiedipur uonnjjod uIaylp buowy
swodul eyded uad yum

aul| ul puedxa 01 Spual ¢QD 3|Iym ‘suoissiwa Jnydins 1oy sisaylodAy Jy3 ay3 spoddng

XQOS 40} 10U Ing XON pue ¢Q) 1oy sisayiodAy Hy3 ay3 suoddng
s1lew padojanap oy

pauoddns si 31 “Janamoy ‘syaxiew Buibiawa Joj pawiyuod ou S| sisayrodAy Iy YL
XON pue

s9diued paysodap 404 Jou Ing £QS 404 sisayrodAy Hy3 ay3 suoddns — synsal paxipy

£0S 40} 10U Ing QD pue ZON 404 sisaylodAy Dy ay1 suoddns — synsas paxipy
uonelsaloyap pue eyded uad suolssiws uogied

10} 10u Inq swuenjjod NS Y1 pue ZQs Jo ased ayy Joy sisayrodAy Hy3 ayi suoddng
syueynjjod
11e [edo| 4oy Ajuo sisaylodAy Hy3 ay1 suoddns Apnis syl ‘(suogied0ionyoiolyd
‘)sem [eddiunw (FHN) Uoed wnjuowwe pue (0)) spixouow

uogued ‘IWds ‘“0S ‘(ON) apixolp uaboanyu) sioiedipul uonnjjod jussayip buowy

wJoy [opow 3y uo buipuadap synsal paxipy
(¢0s) apixolp Inyd|ns Joj 10U 1NQ (SKOWS) JS11EW YIep
pue (NdS) Ja1ew a1endiied papuadsns jo ased ay3 ul sisayjodAy Hy3 ayr suoddng
sisayrodAy Hy3 ay3s uoddns jou saoq
sisayrodAy Hy3 ay3y uoddns jou saoq
S311JUN0D [|B Ul P|oY 10U S30P DYF By

sisayrodAy Hy3 ay3s Moddns jou saoq

sisayrodAy Hy3 ay3s uoddns Jou saoq

‘uteds ‘syueinjjod
19430 10} 9661—0861 WO}

‘9pIX0lp uoqgJied 10} 966L—¢/L61 Woi4

Sollunod

UeIsY 61 10J ‘6007 01 0561 WOi4

Aley ‘L L0z 03 0661 woi4
syspew padojanap

pue buibiswa ‘L L0Z 01 0661 Woi4

euIy) ‘y00T 03 7661 Woi4
uemie] ‘661 0} 8861 Woi4

S9LIUNOD 6¥ 10} 0661 03 0961 WOi

S31JUN0D
d>30 10} Z661 03 0L61 Woi

S9LIUNOD Q¢ 104 9861 03 LS61 WOl

S91IUNO0D 71 10}

8861 PUe 7861 ‘L/61 SIeIK By 404

elIRbIN ‘8007 01 0/61 WOl
epeue)

ul suoibal ALY 10 000 O} 061 WOl

s2d1

pue 3@ 0t 10} 600C 03 1961 WOl

nidd ‘L10Z 0} 0861 wol4
S3LUN0D

ueduyy 1S9\ ‘10T 01 0£61 Wol4

uonewnsy s70

WW5S
S109)43 Wopuel pue paxi4

SINd

sjopow |aued
$109449-paxy dyidads-awi|
Y4

S10

(S70 pue) S19
SPAYd
dyads-A13unod pue paxi4

1799 wopuey
[ABEN

109443 PaxXy pue pajood
SRENE]

WOPURI PUR 193 Paxi4
1591

Ajjesne> sabuein pue 1ayy
[9pow 1ayd

-wopues 3y} pue -paxy 3yl

[SS] Je 38 20y

[¥S] yonbe|
[€5] e21S

[es] unsd

[LS] '|e 33 meys
[0§] meys pue Buny

[6v] qyeys

(8] "[e 19 9]0
[£¥] Buos pue uapfas

[9%] 1963n1y pue uewssol
[S¥] uedyy pue uedyy

[] Bus4 pue zjue
[e¥] X3S pue pakes |y

[z¥] "[e 19 d1euasUO

[L¥] yenfyjuaq pue npy

S3|nsay

Apnas ase> ay3 jo adods

9dA1 [apoy

(sMoyny

"(panunuod) ‘L 9jqe]



INTERNATIONAL JOURNAL OF ENVIRONMENTAL STUDIES 641

most countries is to become rich’. Adopting the concept of the EKC hypothesis,
Grossman and Krueger [10] and Grossman and Krueger [46] validated the relationship
between per capita income and environmental degradation as having an inverted
U-shape (see Figure 3).

Figure 3 shows the inverse U-shaped graphical representation of the hypothesis. The
dependent variable is environmental degradation, which is proxied by any pollutants (air,
water and land or soil pollution) or deforestation. The dependent variable is per capita
income.

The relationship between economic activities and environmental degradation is not only
direct but can also be indirect through trade. According to Sobrinho [59], some economists
believe that free trade brings economic growth and that economic growth, in turn, helps to
protect the environment from damage through raised incomes. Conversely, others think
that free trade increases environmental damage by raising consumption and production,
thereby exerting increasing pressure on natural resources. It appears, however, that not
only does the level of economic growth have an impact on environmental pollution but also
pollution can have an impact on growth and the level of development. Mirza and Kanwal
[60] and Armeanu et al. [32] argued that there are two different views on the connection
between energy consumption and economic growth. Regarding the neo-classical (neutral-
ity) hypothesis, Menegaki [61] believed that there is no relation between energy consump-
tion and economic growth owing to the presence of other essential inputs for growth than
energy [32]. But, the non-neutrality hypothesis argues that, since energy is an essential
factor of production, environmental conservation policies can reduce economic growth.
Further, Tugcu et al. [62] contended that there are three theoretical models under the non-
neutrality hypothesis: (1) the growth hypothesis, which supports unidirectional causality
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Figure 3. A typical EKC diagram.
Source: Yandle et al. [58], p. 3.



642 (&) S.DEMISSEW BEYENE AND B. KOTOSZ

from energy consumption to economic growth [63]; (2) the conservation hypothesis, which
advocates unidirectional causality from economic growth to energy consumption [64]; and
(3) the feedback hypothesis, which postulates bidirectional causality between energy con-
sumption and economic growth [65].

Hence, in addition to the conservation hypothesis, many studies have been conducted
based on the growth and feedback hypotheses. For example, the growth hypothesis was
supported by Dinda and Coondoo [66] for European countries, Cowan et al. [67] for
Brazil and Omri et al. [68] for Europe and Central Asia, Latin America and the Caribbean
countries. Mirza and Kanwal [60], Chaabouni et al. [69] and Shahbaz et al. [33] sup-
ported the feedback hypothesis.

Nevertheless, because of the bidirectional relationship between economic growth and
development and environmental pollution, the endogeneity problem can arise. Hence,
simple OLS, as well as the VAR framework, leads to spurious results. This study used
PMG estimation techniques to overcome these limitations.

History of environmental agreements

The first international agreement on the climate issue was adopted by the United Nations
Framework Convention on Climate Change (UNFCCC) in 1992. It aims to stabilise the
greenhouse gas concentrations in the atmosphere. According to the UNFCCC, countries
have different responsibilities: developed countries are more responsible for greenhouse
emissions and hence they have to fight against climate change by reducing their pollution
as well as providing support (including financial support) to developing countries [70].

The second agreement was the Kyoto protocol of 1997. It forces developed countries to
reduce their greenhouse gas emissions that contribute to global warming to 5 per cent below
the 1990 levels by 2012. Besides, to meet developed countries’ commitment to emission
reduction projects in developing countries, the Kyoto protocol develops an international
emissions-trading system and a clean development mechanism (CDM). It is not as effective
as expected because of the US’s unwillingness to ratify the protocol [70,71].

Following the Kyoto protocol, the Copenhagen agreement was established in 2009. It is
a non-binding document that sets a target of limiting the global temperature rise to 2 degrees,
establishes the Green Climate Fund and agrees a goal to provide climate finance from ‘a wide
variety of sources’, worth US$100 billion per year, to developing countries by 2020. Countries
have made voluntary mitigation pledges for the period up to 2020 [70].

Other initiatives include the Conference of the Parties (COP) 17 of 2011, the
announcement of China and the US about addressing climate change in 2014, the
LIMA conference in 2014, and COP 21 in October 2015. The main agreement (Paris
Agreement) was reached on 12 December 2015. It has a new legally binding framework
for an internationally coordinated effort to tackle climate change; it establishes a global
warming goal of well below 2°C of the pre-industrial average [70].

Empirical literature

This section presents the empirical literature about the environmental Kuznets curve.
Table 1 shows the authors’ names along with the year, their model, the time scope of their
case studies and their findings. All have endeavoured to explain the EKC hypothesis with
various methodologies, data and cases.
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Table 1 shows that different studies obtained different results owing to their selection of
pollution indicators (CO,, SO,, NO, SPM, etc.), estimation techniques, independent variables
included in the model, time scope and case studies. Most studies supported the EKC
hypothesis.

Data sources, model specification and methodology of the study

This section presents the data type, sources and data analysis of the study. Besides, using
the theoretical and empirical studies as a benchmark, it specifies the model. Furthermore,
the methodology and estimation techniques are described in detail.

Data type, source and data analysis

This study used time series data running from 1990 to 2013. The sources of the data were
the WB, KOF Swiss Economic Institute and Polity IV databases (see Table 2). Since data
are lacking, this study could examine only 12 of the 22 East African countries.

Model specification, estimation technique and procedures

To test the EKC hypothesis in the case of East African countries, this study used the
theoretical and empirical findings to develop the following model:

LNCO,; = B, + B, LNGDPPC;; + ,LNGDPPC2; + ,LNGLOBy, + 8,LNFDI,,

1
+ B LNPOPD;; + B,POLITY2; + & n

where LNCO; is the natural logarithm of carbon dioxide emissions and LNGDPPC and
LNGDPPC2 (our target variables) represent the natural logarithm of the GDP per capita
and its square, respectively. LNGLOB and LNFDI are the natural logarithms of globalisa-
tion and foreign direct investment, respectively. Further, to incorporate the political
condition of the country, we added POLITY2, and ¢; is the error term. The para-

meters(—)B,, (=)B,, (=/+)Bs, (—=/+)By: (+)Bs and (—)Bs are the coefficients of
LNGDPPC, LNGDPPC2, LNGLOB, LNFDI, LNPOPD and LNPOLITY2, respectively.

Table 2. Variables in the model: measurements and data sources.

Variable Definition and measurement Data sources

LNCO, Natural logarithm of CO, emissions measured as metric tons per capita ~ WB database

LNGDPPC  Natural logarithm of GDP per capita measured in US$ WB database

LNGDPPC2 Square of the natural logarithm of GDP per capita measured in US$ WB database

LNGLOB Natural logarithm of globalisation measured as an index KOF Swiss Economic Institute
LNFDI Natural logarithm of foreign direct investment measured in US$ WB database

LNPOPD  Natural logarithm of population density measured as people per sq. km of WB database

land area

POLITY2  Political stability measured as the country’s elections competitiveness and Polity 2 data series from the
openness, the nature of political involvement in general and the degree Polity IV database
of checks on administrative authority. The estimate gives the country’s
score on the aggregate indicator in units of a standard normal
distribution, ranging from —10 to +10.

Source: Constructed by the authors, 2019.
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Besides, the signs in the parentheses in front of the coefficients are the expected
hypothesised signs of the variables.

In this study, we used Pesaran et al’s [72] PMG estimation approach, which assumes
that the parameters are heterogeneous across groups. The PMG estimator combines
pooling and averaging of coefficients. Pesaran et al. [72] considered that the analysed
economies differ in their economic policy. To them, the PMG was significant relative to
other panel data models, because it allows the short-run responses to be flexible and
unrestricted across groups while imposing restrictions by pooling individual groups in the
long run. In other words, the likelihood-based PMG estimator constrains the long-run
elasticity to be equal across all panels, yielding efficient and consistent estimates only when
the homogeneity restriction is indeed real. Furthermore, when the number of observations
is small, the PMG estimator is less sensitive to outliers and can simultaneously correct the
serial autocorrelation problem and the problem of endogenous regressors by choosing an
appropriate lag structure for both dependent and independent variables [72].

In time series analysis, testing the stationarity of the variables is vital to avoid spurious
results. Hence, we performed the tests by Levin et al. [73] and Im et al. [74] and the
Fisher-type ADF test. Besides, testing the co-integration of the variables to determine the
long-run relationship among the variables is essential. If there is a long-run relationship
among the variables, our estimated model appears as follows:

P q q
LNCOy;; = o + > AjLNCOy;j + Y 8/ 1jLNGDPPC;—j + > 8'5LNGDPPC2;,
=1 =0 =0

q q q
+> 83 LNGLOB;,j + + Y 8 LNFDLj+ »  8'5LNPOPD;,
=0 j=0 =0

9
+ z 5,6ijPOLITY217t_j + &
j=0

)
The re-parameterised form of Equation (2) can be formulated as follows:
ALNCOy;; = & + ¢,LNCO,;_; + B',,LNGDPPC;; + B,,LNGDPPC2;+p',,LNGLOB,
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Results and discussion

This section presents the econometric results and their interpretation along with the
theoretical and empirical support of the study: i.e., the descriptive statistics, the unit root
test using the LLC, IPS and Fisher ADF methods, the co-integration test using the
Padroni residual test and the long-run and short-run dynamics results.

Descriptive statistics of the variables

Table 3 shows the descriptive statistics of the variables relating to the 12 East African
countries. The mean of LNCO, emissions is —2.07, and the range is between —3.875 and
1.17, showing that the variation is not large. Similarly, the mean values of our target
variables (LNGDPPC and LNGDPPC2) have a small variation in their range. For example,
the mean values of LNRGDPPC and LNGDPPC2 are 6.34 and 41, respectively. Further,
the value of the range of LNGDPPC is between 5 and 9, and the range of LNGDPPC2 is
between 25.87 and 82.59. Generally, the ranges of our dependent and independent vari-
ables show low variation; the descriptive statistics of the other variables appear in Table 3.

Table 3 reveals that all the variables are positively skewed except the natural logarithm
of FDL In addition, all the variables have positive kurtosis with a value below 6. The
deviation of the variables from their means, as shown by the standard deviation, indicates
a small growth rate (fluctuation) of these variables over the study period.

Unit root and co-integration tests

Before we checked the presence of a long-run relationship (co-integration) between the
variables, we determined the order of integration of each variable in the model by using
three commonly used panel unit root tests: the tests by Levin et al. [73] and Im et al. [74]
and the Fisher-ADF test. The unit root test shows that all the variables included in the
model are I(1) (see Annexe 1).

Following the unit root test, this study used the Pedroni [75] residual co-integration
test to confirm the existence of a long-run relationship among the variables. The
advantages of the Pedroni residual-based test relative to others (Kao and Fisher) are
that it accounts for heterogeneity by using specific parameters and it assumes cross-
sectional dependence. In the Pedroni test, there are 11 panel statistics for which co-
integration analysis can be performed. Hence, in our model, with an intercept only, the
null hypothesis of no co-integration is rejected at the 1 per cent level of significance for 6
out of the 11 test statistics (see Table 4).

The long-run estimation results

Table 5 shows the results of the long-run relationship between the CO, emissions and the
independent variables. Our target variables, GDP per capita and its square, are negatively
and positively significant in affecting the CO, emissions, respectively. Unlike our expec-
tation of the existence of an inverted U-shaped relation between economic growth and
CO, emissions, our study shows the U-shaped relationship. Hence, it does not support
the existence of the EKC (inverted U-shape). This means that, up to 128.95 of GDPPC,
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Table 3. Descriptive statistics of the variables.

LNCO, LNGDPPC LNGDPPC2 LNGLOB LNFDI LNPOPD POLITY2

Mean -2.07 6.34 40.99 3.66 17.26 4.53 1.20
Median -2.37 6.12 37.47 3.69 17.88 4.51 0.000
Max. 1.17 9.08 82.59 4.24 22.62 6.42 10.00
Min. -3.875 5.086 25.87 31 4.4 2.38 -9.00
Std Dev. 1.067 0.87 12.14 0.24 3.24 1.144 5.618
Skewness 1.449 1.38 1.75 0.001 -1.29 0.000 0.05
Kurtosis 5.09 4.89 5.95 248 5.24 1.78 1.67
Prob. 0.000 0.0000 0.0000 0.202 0.000 0.000 0.000

Observations N = 288

n=12

T=24

N, n and T in the table represent the total observations, the total number of countries sampled and the total number of
years for the study, respectively.
Source: Computed by the authors using Eviews 9.

Table 4. Pedroni co-integration test.

Statistic Prob. Weighted statistic Prob.
Within-dimension Panel v-statistic -0.77 0.779 -3.01 0.998
Panel rho statistic 2.1 0.98 2.01 0.977
Panel PP statistic -2.5 0.0061*** —4.011 0.0000%***
Panel ADF statistic -2.81 0.0025%** —4.42 0.0000***
Between-dimension Group rho statistic 2.879 0.998 - -
Group PP statistic —4.588 0.0000a - -
Group ADF statistic -35 0.0002a - -

*** Significant at the 1 per cent level.
Source: Computed by the authors using Eviews 9.

the relationship between GDP per capita and CO, emissions is negative; over this limit, it
is positive. Besides, even though the minimum value is 128.95, the GDPPC values of all
the countries are above the minimum value. This indicates that the relationship between
economic growth and CO, emissions has the bell shape rather than the inverted U-shape
of the Kuznets hypothesis (see Annexe 2). Similar to our result, other studies have also
not supported the EKC hypothesis [34-45].

There are different carbon reduction projects in Africa, like the clean development
mechanism (CDM) of the Kyoto protocol. For each ton of CO, reduced that the Kyoto
protocol targeted, the CDM projects can earn commercial certified emission reduction
(CER) credits. Further, to help those countries meet their emission reduction require-
ments, the CERs can be sold on one of several international carbon exchanges. Only 25
out of a total 1078 registered CDM projects are in Africa. There are 13 in South Africa,
4 in Morocco, 3 in Egypt, 2 in Tunisia, and 1 in each of Uganda, Nigeria and Tanzania
[76]. This indicates that only 2 East African countries are benefiting from CDM
projects. If this condition continues, in the long run, it will be difficult to reduce the
carbon dioxide emissions in East Africa. Hence, to reduce the carbon emissions further
(like our short-run result) and to support the EKC hypothesis in East Africa, such
projects should be encouraged by making the political, social and legal environment
attractive.

Moreover, funds (assistance) for environmental protection have their own role in
reducing the carbon dioxide emissions. Africa is receiving some assistance through two
funds operated by the Global Environment Facility (GEF). The least developed countries
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Table 5. Estimated long-run coefficients using the PMG approach.

Variables Coefficients Std error Z-statistic Prob.
LNGDPPC —2.986 1.622 -1.84 0.066*
LNGDPPC2 0.307 0.132 2.32 0.020**
LNGLOB 1.061 0.347 3.05 0.002***
LNFDI -0.011 0.010 -1.14 0.255
LNPOPD 0.435 0.345 1.26 0.208
POLITY2 —-0.050 0.005 -9.60 0.000%**

*Significant at the 10 per cent level, ** significant at the 5 per cent level, *** significant at the
1 per cent level.
Source: Computed by the authors using Stata 14.

Table 6. Estimated short-run coefficients using the PMG approach.

Variables Coefficients Std error Z-statistic Prob.
ECM —0.364 0.089 —4.07 0.000***
D(LNGDPPQ) 33.742 13.792 245 0.014**
D(LNGDPPC2) —2.588 1.081 -2.39 0.017**
D(LNGLOB) —-0.138 0.212 —0.65 0.514
D(LNFDI) 0.0009 0.009 -0.10 0.920
D(LNPOPD) —-12.423 8.599 —1.44 0.149
D(POLITY2) 0.017 0.001 1.72 0.082*
CONSTANT —-0.097 0.213 —0.45 0.649

*Significant at the 10 per cent level, **significant at the 5 per cent level, ***significant at the 1 per cent
level.
Source: Computed by the authors using Stata 14.

fund has attracted about $116 million in promises since 2001. Among the East African
countries, Ethiopia (to strengthen the ability of pastoralists and farmers to cope with
drought) and Kenya (to build national, provincial and community capacity, to under-
stand and manage climate change and to encourage private sector participation in
climate change adaptation) have received special funding. But the grants are too small
to have a dramatic impact on the environment. Therefore, in the long run, the grants may
not be effective in reducing carbon dioxide. Hence, increasing the funds for East African
countries is essential for environmental protection, and the results obtained through the
steps may prove the hypothesis (like our short-run result).

The short-run estimation results

Unlike the long-run results, in the short run, our target variables (the first difference of
GDP per capita and its square) affect the CO, emissions positively and negatively,
respectively. In the short run, up to 677.35 of GDPPC, the relationship between the
GDP per capita and the CO, emissions is positive, but it is negative afterwards. This
indicates that the relationship between economic growth and CO, emissions has an
inverted U-shape in the short run (see Table 6).

The World Bank Group supports some projects in East Africa that lower greenhouse gas
emissions and earn carbon credits. Humbo assisted the natural regeneration project of
Ethiopia, which helped to restore 2,700 hectares of land. The Olkaria II Unit 3 geothermal
expansion project in Kenya helped to add 35 megawatts of electricity to the Kenyan national
grid and issued over 230,000 carbon credits. Madagascar has the Ankeniheny-Zahamena
Corridor Biodiversity Conservation (REDD+) project, which generated almost 4 million
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carbon credits and has provided other benefits for the community (fish farming, improved
irrigated rice cultivation and bean production). Rwanda’s Electrogaz Compact Fluorescent
Lightbulb Distribution project distributed 800,000 compact fluorescent lamps in the last
8 years, reducing the equivalent of 21,000 tons of carbon dioxide per year, and has generated
130,000 carbon credits [77]. Hence, in the short run, the above projects have contributed to
the reduction of greenhouse gas emissions in general and carbon dioxide emissions in
particular in East African countries. From this, one can understand that the short-run results
can be a base for the long-run results, so promoting these types of projects is important for
reducing the carbon dioxide emissions in the long run as well.

Further, subject to the developed countries’ support (financial, technological and capa-
city building), the climate change policy of the East African Community (EAC) states that
East African nations have a role to play in mitigation in the forestry, energy, industry,
transport, waste management and agricultural sectors. The objective of the policy is to
‘increase availability and access to sustainable, reliable and affordable renewable energy
sources’. Each member has an obligation: to scale up the investment in renewable energy
technologies to offer access to cheap, cleaner energy as well as improving efficiency in the
use of biomass energy; to develop suitable alternative energy sources, policies and measures
to enhance energy efliciency; to create a good approach to the development of biofuels for
mitigation and energy in view of food security issues; and to improve energy efficiency and
promote clean energy technologies, including hydropower, solar and wind [78]. Therefore,
in the short run, the climate change policies of the EAC contribute to reducing the carbon
dioxide emissions of our case studies. This is because, in the short run, most policies require
monitoring and evaluation, and most countries can follow the policies. But, in the long run,
the monitoring and evaluations will be weak. What we can learn from this short-run result
is that policies should be applicable and effective, along with their monitoring and evalua-
tion, both in the long run and in the short run.

Finally, it is possible to develop different laws to ensure the reduction of carbon emissions.
The carbon tax legislation of South Africa and the carbon footprint of Tanzania are the
primary legislation for East African countries to adopt as well. Besides, the forest-related
legislation to support the reduction of emissions from deforestation and forest degradation of
Cameroon, Kenya, Nigeria and South Africa can be a model for East African countries.

The coefficient of the error correction term lagged by 1 period (ECM) is negative
(between 0 and —1) and highly significant at the 1 per cent level of significance. This
confirms the existence of the co-integration relationship among the variables in the
model. It stands for the rate of adjustment to restore equilibrium in the dynamic
model following a disturbance. The coeflicient of the error correction term is —0.364.
This means that the deviation from the long term is corrected by approximately
36 per cent each year owing to variations from the short run towards the long run. In
other words, the significant error correction term suggests that around 36 per cent of the
disequilibrium in the previous year is corrected in the current year.

Conclusion

Achieving rapid and sustainable economic growth without an adverse effect on the natural
environment is a current concern for researchers, academics and policy makers. The well-
known theory that explains the relationship between economic activity and environmental
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degradation is the EKC hypothesis. Hence, the primary objective of this study was to test
the EKC hypothesis in the case of 12 East African countries for the time period from 1990 to
2013 using the PMG estimation technique. Accordingly, in addition to the GDP per capita,
square of the GDP per capita, globalisation, foreign direct investment and population
density, political variables were added to the model to determine their effect on the CO,
emissions in East African countries. The study confirmed that, in the long run, the
relationship between economic growth and CO, emissions is not as Kuznets assumed
(an inverted U-shape); instead, it has a bell shape. This means that the relationship between
the GDP per capita and the CO, emissions is negative until the GDP per capita reaches
128.95 USD (the turning point), but it is positive after that point. But, the reverse (an
inverted U-shape) occurs in the short run. This means that the turning point is about US$
677.35 of GDP per capita in the short run. Hence, in the long run, deliberate policies like
environmental conservation policies, the adoption of new technologies that reduce pollu-
tion and the modernisation of the existing industries, are required to make the economic
growth of East African countries effective in reducing CO, emissions in the long run.

Notes

1. Burundi, Comoros, Ethiopia, Kenya, Madagascar, Malawi, Mauritius, Mozambique,
Rwanda, Sudan, Tanzania and Uganda.

2. The East African countries are Burundi, Comoros, Djibouti, Egypt, Eritrea, Ethiopia, Kenya,
Madagascar, Malawi, Mauritius, Mayotte, Mozambique, Reunion, Rwanda, Seychelles,
Somalia, South Sudan, Sudan, Tanzania, Uganda, Zambia and Zimbabwe [79].
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Annexes

Annexe 1. Panel unit root test

Variables Statistics Values Order of integration
LNCO, LLC —12.73%** I(1)
IPS -11.45%** I(1)
ADF 153.98*** I(1)
LNGDPPC LLC —11.80*** 1(1)
IPS -11.56*** 1(1)
ADF 157.771%%* 1(1)
LNGDPPC2 LLC —12.10%** I(1)
IPS -11.59%** 1(1)
ADF 157.5%** 1(1)
LNGLOB LLC —11.33*%** 1(1)
IPS -11.43%** 1(1)
ADF 155.83*** 1(1)
LNFDI LLC —12.07*** 1(1)
IPS -13.52%** 1(1)
ADF 276.26%** 1(1)
LNPOPD LLC —4.66%** 1(1)
IPS -8.63*** 1(1)
ADF 308.57%** 1(1)
POLITY2 LLC —8.437*** 1(1)
IPS -7.30%** 1(1)
ADF 78.94%** 1(1)

***significant at the 1 per cent level.
Source: Computed by the authors using Eviews 9.

CO2 emission

GDP per capita

Annexe 2. The suggested EKC diagram
Source: Authors’ own construction.
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