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ABSTRACT
Building on the hypothesis that a country's governance quality is crucial for sustainable development, we examined the human development implications of good governance in Nigeria, focusing on the United Nations Development Programme (UNDP) Human Development Index (HDI). We measured good governance using key World Bank Worldwide Governance Indicators (WGIs), including government effectiveness, regulatory quality, rule of law, and control of corruption. Data for the variables were sourced from the World Bank and the UNDP Human Development Report. The datasets were analysed using the least squares estimation method, descriptive statistics, and pre-estimation and diagnostic tests. The findings revealed that government effectiveness has a positive, significant impact on HDI in the short term, suggesting that improving government effectiveness is associated with immediate improvements in human development. Similarly, the regulatory quality index has a significantly positive impact on HDI, indicating that improvements in regulatory quality are associated with potential rather than immediate gains in HDI. However, there is evidence of a long-term positive effect of the rule of law on HDI, suggesting that improvements in legal frameworks, judicial independence, contract enforcement, and property rights significantly enhance human development outcomes in Nigeria. Conversely, corruption control has a negative impact on HDI, highlighting the ineffectiveness of anti-corruption strategies in promoting human development outcomes in Nigeria. Given the findings, this study recommends, among other things, that the government should prioritise institutional reforms to improve the quality of public service delivery, particularly in health, education, and living standards, to foster human development in Nigeria.
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1. Introduction
Since the World Bank introduced the concept of good governance in 1989, it has remained central to policy debates among policymakers, development agencies, and researchers. The government's ability to provide public goods and enhance social welfare largely depends on the quality of governance. The United Nations Development Programme (UNDP, 1997) emphasises that effective governance is crucial for reducing poverty, improving women's welfare, promoting environmental sustainability, and creating livelihood opportunities. As stated in the World Bank (2023), good governance is key to fostering economic growth, developing human capital, and strengthening social cohesion. This aligns with Sen’s (1999) view that good governance is necessary for creating an environment where human development can flourish. The UNDP (2020) Report also notes that countries with better governance structures tend to progress significantly in human development. 
Furthermore, Cavalheiro et al. (2025) and Khan (2015) assert that good governance serves as the foundation upon which sustainable human development can thrive. It determines how effectively national resources are managed, how inclusive public institutions are, and how accountable leaders remain to their citizens. In countries where governance structures are transparent, participatory, and efficient, citizens tend to enjoy higher standards of living, better access to social services, and stronger economic opportunities. This is germane for smart and targeted investments in human development indicators such as education, health, income, and overall living standards. Conversely, in settings where governance is characterised by corruption, inefficiency, and weak institutional frameworks, human development stagnates despite the availability of resources. 
The quality of governance and human development in Nigeria has continued to draw public attention following the changing dimensions of good governance indicators and human development outcomes. Despite the country’s abundant natural and human resources, human development outcomes have been described as largely suboptimal. For instance, the UNDP (2024) report shows that the absolute value of the Human Development Index (HDI) in Nigeria remains low at 0.548, which categorises the country in the "low human development" group. This has raised concerns among policymakers and researchers about the potential of the quality of governance in improving human development in the country. Therefore, this study is motivated by the need to provide empirical evidence on how good governance indicators, especially government effectiveness, corruption control, regulatory quality and rule of law, affect HDI in Nigeria. This is imperative as it deepens the understanding of how each of the governance indicators shapes Nigeria’s achievement within the HDI framework.
2. Literature Review
This study is based on North's (1990) institutional theory, which argues that a country’s institutional structure shapes its development outcomes. The institutional theory offers valuable insights into the complex link between institutions and human development by emphasising that the most crucial aspect for development is the “rules of the game” in society, and how effectively these rules influence interactions among economic agents and foster incentives for positive economic behaviour. Core components of this theory include the "grease the wheels" and "sand the wheels" hypotheses. The former suggests that corrupt practices can temporarily boost economic prosperity, while the latter indicates that corruption hampers economic development, including improvements in HDI indicators. According to North (1990), good governance enhances institutional quality, fostering stability and efficient resource allocation, which benefits human development. Rodrik (2000) adds that institutions not only directly impact economic growth but also shape overall economic performance by influencing factors such as physical and human capital, investments, and structural reforms. 
Additionally, Sen’s (1999) human development theory explains that development goes beyond economic growth to encompass improvement of human freedom and capabilities, including access to education, healthcare, political participation, and economic opportunities. Good governance enhances human freedom by creating environments where citizens can access education, healthcare, and participate in decision-making. In essence, Sen’s (1999) Human Development Theory underscores that development should be people-centred, focusing on empowering individuals through freedom and capability expansion, rather than viewing them as passive recipients of economic growth. The theory elaborated on the UNDP’s HDI, introduced in 1990, which measures development through indicators such as life expectancy, education, and income.
Empirically, previous studies present mixed evidence on the human development implications of good governance in developing economies, including Africa. While it is largely claimed that good governance drives the human development process, findings have varied across jurisdictions, timeframes, and methodologies. Some of the previous studies reveal that good governance significantly improved human development outcomes, including improvement in healthcare, education and living standards (see Celik & Kostekci, 2025; Singh, 2024; Shafa, Haladu & Salisu, 2023; Rizkallah, 2022; Fellingham, 2022; Gündoğdu & Aytekin, 2022; Sarpong & Bein, 2021; Avdulaj, Merko & Muço, 2021; Davis, 2017; Ahmad & Saleem, 2014; Pradhan, 2011). Besides the intended and desired positive contribution of good governance to human development, other studies showed evidence of adverse implications of good governance on human development. For instance, Radaideh (2022) found that good governance does not significantly influence human development, while Banda (2023) established that the governance quality is negatively linked to human development outcomes. 
[bookmark: _Toc501794776]3. Methodology
3.1 Data Description and Measurement
[bookmark: _Toc501794777]This study used time series data for all the variables. HDI is used in an attempt to measure human development and it is widely used as a general indicator of a country’s achievement of a country in terms of the three dimensions of human development. It consists of three sub-indices: the health index, education index and income index. The HDI score ranges between 0 and 1. The higher the score, the more positive the human development. HDI data were obtained from the UNDP Human Development Report. Indicators of good governance covered in this study include rule of law, government effectiveness, regulatory quality and control of corruption. Rule of law measures the extent to which public power is employed for private gain, both petty and grand corruption. It is given in units of a standard deviation in a normal distribution with a mean, around -2.5 to 2.5. While government effectiveness encompasses the delivery of quality public services, the quality of the civil service and how far it is shielded from political pressures and the credibility of the government's intentions to pursue such policies, regulatory quality encompasses the perception of the government's ability to come up with and implement good policies and regulations that enable and support private sector development, and it ranges between roughly -2.5 to 2.5. Corruption control is perception of the degree to which power in the public sphere is used for personal benefit, both petty and high-level corruption, and "capture" of the state by elites and business interests, and it varies from around -2.5 to 2.5. 
3.2 Model Specification
This study is hinged on the Institutional and human development theories and closely follows the works of Avdulaj, Merko & Muço, 2021 and Akintoye & Asongu (2019) with some modifications.  The formal specification of the linear model is provided as:  
HDIt = a0 + a1GEFFt + a2RGQt + a3CPCt + a4RULt + µt                    (1)        
Where: HDIt  = Human Development Index, GEFFt  = Government Effectiveness,            RGQt   =  Regulatory Quality, CPCt   =  Corruption Control, RULt  =  Rule of Law and µt = error term
The Autoregressive Distributed Lag (ARDL) version of the above model is expressed in the equation below:


 = α0 + + +     (2)   

Where: α0 = constant parameter to be estimated, α1 – α5 = short-run parameters to be estimated,  -  = long-run multipliers, p = optimal lag operator for each of the dependent variables, q = optimal lag operator of the independent variables,  = first difference operator and   = error terms
3.3 Method of Data Analysis
[bookmark: _GoBack]In this study, we used the least squares method to estimate the ARDL model. When compared with other estimation methods, the ARDL approach has some statistical advantages. In particular, unlike a static model, the ARDL model captures both static and dynamic effects of the independent variables on the dependent variable. Additionally, the ARDL is well-suited for models that deal with mixed-integrated series (I(0) and I(1)). Compared to traditional OLS, it can also handle smaller datasets effectively. Another great feature of the ARDL model is its integrated error correction coefficient, which indicates how quickly the model can converge from a short-run to a long-run equilibrium. The Kwiatkowski-Phillips-Schmidt-Shin (KPSS, 1992) method was adopted for the unit root test while the Pesaran,  . This was necessitated to prevent the estimation of a spurious regression model. 
4. Results and Discussion
4.1 Descriptive Statistics
The descriptive statistics comprising mean, minimum and maximum values, standard deviation and Jarque-Bera statistics, among others are presented in Table 1.
Table 1: Summary of descriptive statistics
	
	HDI
	GEFF
	RGQ
	CPC
	RUL

	 Mean
	 0.506318
	-1.044545
	-0.919091
	-1.153636
	-1.094545

	 Median
	 0.511000
	-1.030000
	-0.905000
	-1.115000
	-1.060000

	 Maximum
	 0.560000
	-0.850000
	-0.680000
	-0.900000
	-0.840000

	 Minimum
	 0.452000
	-1.210000
	-1.290000
	-1.500000
	-1.510000

	 Std. Dev.
	 0.031769
	 0.100652
	 0.170627
	 0.138617
	 0.201086

	 Jarque-Bera
	 1.602456
	 0.636492
	 1.740083
	 3.670070
	 2.498269

	 Probability
	 0.448778
	 0.727424
	 0.418934
	 0.159608
	 0.286753

	 Observations
	 22
	 22
	 22
	 22
	 22


Source: E-views output (2025)
The descriptive statistics showed that HDI averaged 0.506, which indicates that Nigeria is within the low human development category. The highlights the poor health, education and standard of living outcomes in the country over the study period. The results further showed that the government effectiveness index and regulatory quality index averaged -1.0445 and -0.919. This highlights evidence of poor regulation and government effectiveness in Nigeria. Similarly, the mean values of corruption control index and rule of index averaged -1.1536 and -1.0945, respectively. These are far less than the maximum index of 2.5 as outlined in the World Bank World Governance Indicators (WGI), indicating relatively low levels of corruption control and adherence to the principles of the rule of law. The standard deviations showed that only the observations for HDI clustered around its mean. On the contrary, the observations for the good governance indicators are divergent from their corresponding mean values, given that the standard deviations for each of the variables are greater than their mean values. Additionally, the results showed that the observations for each of the variables are normally distributed at the 5% level, given that the probability values of the Jarque-Bera statistics are greater than 0.05. This suggests that there are no outliers in the observations of each of the variables over the study period. 
4.2 Unit Root Test
The KPSS method formed the basis for the unit root test for each of the variables. The results are presented Table 2.
Table 2: KPSS unit root test results 
	Variable
	LM statistic at levels
	LM statistic at First difference
	5% critical value
	Order of integration

	HDI
	0.6498
	0.121
	0.463
	I(1)

	GEFF
	0.2196
	-
	0.463
	I(0)

	RGQ
	0.169
	-
	0.463
	I(0)

	CPC
	0.2854
	-
	0.463
	I(0)

	RUL
	0.585
	0.146
	0.463
	I(1)


Source: E-views output (2025)
The results showed that government effectiveness index, regulatory quality index and corruption control index are stationary at levels, given that the test statistics are less than the corresponding 5% critical value (0.463). This implies that the variables are integrated of order zero, I(0). On the other hand, the results showed that HDI and rule of law index are non-stationary at levels. However, the variables (HDI and rule of law index) become stationary at the first difference, indicating that the variables are integrated of order one, I(1). Overall, the results showed that the variables are mixed-integrated. 
4.3 Bounds Cointegration Test
The bounds cointegration test method was employed following the evidence of mixed integration in the variables. The results are presented in Table 3.
Table 3: Summary of bounds cointegration test results
	Series: HDI GEFF RGQ CPC RUL

	Null Hypothesis: No long-run relationships exist

	Test Statistic
	Value
	K

	F-statistic
	 4.736
	4

	Critical Value Bounds

	Significance
	I(0) Bound
	I(1) Bound

	10%
	2.45
	3.52

	5%
	2.86
	4.01

	2.5%
	3.25
	4.49

	1%
	3.74
	5.06


Source: E-views output (2025)
The results showed that the F-statistic (4.736) is greater than the 5% critical value (4.01), which provides the basis for rejecting the null hypothesis that no long-run relationships exist among the variables. This implies that HDI has a long-run relationship with the good governance indicators, which provides the basis for estimating the ARDL model. 
4.4 Model Estimation
As previously noted, the least squares method was employed to estimate the ARDL models and the results are presented in Table 4.
Table 4: ARDL Results
	Dependent Variable: HDI
	

	Selected Model: ARDL(1, 0, 0, 1, 0)

	Short run results

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	D(GEFF)
	0.047281
	0.020873
	2.265182
	0.0399

	D(RGQ)
	0.011139
	0.010966
	1.015769
	0.3270

	D(CPC)
	-0.048540
	0.024611
	-1.972288
	0.0687

	D(RUL)
	0.033928
	0.022353
	1.517854
	0.1513

	CointEq(-1)
	-0.124456
	0.044175
	-2.816199
	0.0014

	Long-run coefficients

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	GEFF
	0.379901
	0.396556
	0.958001
	0.3543

	RGQ
	0.089500
	0.119977
	0.745971
	0.4680

	CPC
	-0.066128
	0.171157
	-0.386361
	0.7050

	RUL
	0.272614
	0.126361
	2.157427
	0.0488

	C
	1.242399
	0.660649
	1.880573
	0.0810

	Adjusted R-squared
	0.95530
	
	Prob. F-stat.
	0.0000


Source: E-views output (2025)
The findings reveal that government effectiveness plays a crucial role in driving human development in Nigeria in the short term. This finding is consistent with previous works by Davis (2017) and Stojanović Ateljević & Stević (2016), who established that government effectiveness fosters human development. This indicates that enhancing government effectiveness through measures like reducing bureaucratic red tape, improving policy implementation, and strengthening institutions can lead to immediate improvements in health, education, and income outcomes that positively impact HDI. Furthermore, the regulatory quality index has a significantly positive effect on HDI both in the short and long term. This corroborates the findings of Thi Cam Ha et al. (2024) and Stryzhak, Tupa & Rodzik (2022), suggesting that improvements in policy design and enforcement, as well as rules and regulations, have not yet translated into tangible gains in human development. Moreover, there is evidence of a long-term positive impact of the rule of law on HDI, which is in tandem with earlier findings by Celik & Kostekci (2025), and Castillo, Santibáñez & Márquez (2024). This finding implies that improvements in legal frameworks, judicial independence, contract enforcement, and property rights make a meaningful contribution to enhancing human development outcomes in Nigeria. Additionally, corruption control has a long-term negative effect on HDI. This finding is consistent with the results of Celik & Kostekci (2025), Scholl & Schermuly (2020), highlighting the ineffectiveness of anti-corruption strategies in fostering human development outcomes in Nigeria. The error correction coefficient (-0.1245) is negative and significant at the 5% level. This indicates that the model can adjust from the short-run to the long-run equilibrium position at a speed of 12.45%. The adjusted R-squared (0.955) showed that about 95.5% of the total variations in HDI are jointly explained by the changes in the explanatory variables. 
Table 5: Post-estimation test results
	Test type
	Test statistic
	Probability value

	Breusch-Godfrey Serial Correlation LM Test
	4.7375
	0.0936

	White Heteroskedasticity Test:
	5.393
	0.4944

	Normality test
	1.356
	0.5075


Source: E-views output (2025)
The Breusch-Godfrey serial correlation LM test result showed that the probability value (0.094) of the test statistic (4.737) is greater than 0.05. This implies that there is no serial correlation in the residuals at the 5% level. Similarly, the residual is homoscedastic at the 5% level, given that the probability value (0.4944) of the test statistic (5.39) for the White heteroscedasticity test is greater than 0.05. This finding validates the reliability of the estimated model. Additionally, the residuals are normally distributed at the 5% level. This is based on the fact that the probability value (0.5075) of the Jarque-Bera statistic is greater than 0.05. 
5. Conclusion and Recommendations
This study explores the role of good governance in promoting human development in Nigeria with emphasis on HDI. The good governance indicators covered in this study include government effectiveness, regulatory quality, corruption control and rule of law. This study is motivated by the need to understand the extent to which good governance influences HDI outcomes in Nigeria and to provide insights into whether strengthening governance structures can accelerate improvements in education, health, and living standards. The findings showed that government effectiveness has a positive and significant effect on HDI, which indicates that the improvement in government effectiveness is associated with the immediate improvement in human development. The result further indicated that the regulatory quality index has a significant positive influence on HDI. This implies that long-term improvements in the regulatory quality create an opportunity for achieving better HDI outcomes. Additionally, the control of corruption index has a negative effect on the HDI, indicating that corruption in the Nigerian economy is not conducive to investment in sectors such as health, education, and standards of living, which are pertinent to human development. The rule of law has a long-term positive effect on HDI. This suggests that upholding the principles of the rule of law has the potential to enhance the human development process. Owing to the findings, this study concludes that governance indicators, especially government effectiveness, regulatory quality and improvement in the rule of law, are important enablers of human development. The study also concludes that poor corruption control undermines the human development process in Nigeria.  Therefore, we recommend that the government should prioritise institutional reforms that enhance the quality of public service delivery, particularly in health, education, and the standard of living, to foster human development in Nigeria. We also recommend that policymakers strengthen regulatory reforms that reduce red tape, curb arbitrary policy changes, and enhance transparency in public service, while aligning the anti-corruption reforms with human development goals.
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