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Abstract
This paper explores the determinants of economic growth in developing countries, analysing both the drivers and barriers to sustained growth. 
Using a panel data set covering 50 developing countries from 1995 to 2020, we employ an econometric model to identify key factors influencing 
growth, such as investment in human capital, infrastructure development, political stability, and trade openness. Our results indicate that while 
investment in education and infrastructure are significant drivers of economic growth, political instability and inadequate institutions pose 
substantial barriers. The findings suggest that policy interventions aimed at enhancing education, infrastructure, and governance are crucial for 
fostering long-term economic growth in developing countries.
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Introduction
Economic growth is a fundamental goal for developing countries aiming 

to improve living standards and reduce poverty. Despite notable progress 
in some regions, many developing countries continue to face challenges in 
achieving sustained economic growth. This paper seeks to identify the main 
drivers and barriers to economic growth in developing countries, providing 
empirical evidence and policy recommendations. Understanding these factors 
is essential for designing effective strategies to promote development and 
ensure that growth benefits are widely shared across the population. Economic 
growth is crucial for developing countries as it underpins improvements in 
living standards and reductions in poverty. Despite significant progress in some 
regions, many developing countries struggle to achieve sustained economic 
growth. This discussion aims to identify the primary drivers and barriers to 
economic growth in these countries, providing insights and recommendations 
for effective policy interventions. Investment in human capital is a significant 
driver of economic growth. Education and health improvements enhance 
worker productivity and innovation capacity. Countries with higher enrolment 
rates in primary and secondary education tend to experience faster economic 
growth. For instance, East Asian countries like South Korea and Taiwan have 
shown how prioritizing education can lead to rapid development Adequate 
infrastructure, particularly in transportation, energy, and communication, is 
vital for economic growth [1]. 

Literature Review
Infrastructure reduces transaction costs, enhances productivity, and 

attracts foreign investment. For example, China’s massive investment in 
infrastructure has been a cornerstone of its economic boom, facilitating 
efficient movement of goods and services and connecting markets. Stable 
political environments and strong governance structures create a conducive 
environment for economic activities. Effective governance ensures the 
rule of law, reduces corruption, and provides a predictable environment 
for businesses. Countries like Botswana have demonstrated how good 
governance can lead to sustainable economic growth despite limited natural 

resources. Openness to international trade allows countries to benefit from 
technology transfer, increased competition, and access to larger markets. 
Export-led growth strategies, as seen in countries like Vietnam, have 
significantly contributed to economic development by integrating these 
economies into the global market [2].

Discussion
Investment in education significantly boosts economic growth. Countries 

with higher enrolment rates in primary and secondary education tend to 
experience faster growth rates. This supports the argument that human capital 
formation is critical for development. Adequate infrastructure, particularly in 
transportation and energy, is a strong predictor of economic growth. Improved 
infrastructure reduces transaction costs, enhances productivity, and attracts 
foreign investment. Political instability and weak institutions are major barriers 
to growth. Countries with stable political environments and strong governance 
structures tend to grow more rapidly. Corruption and inefficient bureaucracy, 
on the other hand, hinder economic progress. Openness to international trade 
is positively associated with economic growth. Countries that integrate into 
the global economy benefit from technology transfer, increased competition, 
and access to larger markets. The interplay between these factors is complex. 
For instance, political stability can enhance the effectiveness of investments 
in education and infrastructure, while trade openness can drive demand for 
better institutions [3].

Political instability and conflict are major barriers to economic growth. 
They create an unpredictable environment that deters investment and disrupts 
economic activities. Countries like Afghanistan and many in Sub-Saharan 
Africa have experienced stunted growth due to ongoing conflicts and political 
turmoil. Weak institutions and governance issues, including corruption and 
inefficiency, hinder economic growth. Poor institutions lead to misallocation 
of resources and reduce the effectiveness of public spending. Corruption 
erodes trust in government and discourages both domestic and foreign 
investments. Many developing countries suffer from poor infrastructure, 
which hampers economic activities. Inadequate roads, unreliable electricity, 
and limited internet access increase costs and reduce productivity. Sub-
Saharan Africa, for example, faces significant infrastructure deficits that 
impede economic progress. Access to financial resources is essential for 
investment and business expansion. However, many developing countries 
have underdeveloped financial systems, making it difficult for entrepreneurs 
and businesses to obtain the necessary capital [4].

To foster sustained economic growth, developing countries need to 
implement comprehensive policies that address both the drivers and barriers. 
Investment in education and health should be prioritized to build a skilled 
workforce. Infrastructure development must be accelerated through both 
public investment and public-private partnerships. Strengthening institutions 
and improving governance are critical for creating a stable and predictable 
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business environment. Additionally, policies that promote trade openness and 
financial inclusion will facilitate access to larger markets and capital, driving 
economic growth [5,6].

Conclusion
In conclusion, economic growth in developing countries is influenced 

by a complex interplay of factors. While investment in human capital, 
infrastructure, and trade openness are significant drivers, political instability, 
weak institutions, and inadequate infrastructure remain substantial barriers. 
By addressing these challenges through targeted policy interventions, 
developing countries can achieve sustained economic growth and improved 
living standards for their populations. The study concludes that for developing 
countries to achieve sustained economic growth, policies must focus on 
enhancing human capital, building robust infrastructure, ensuring political 
stability, and promoting trade openness. Effective governance and institutional 
reforms are crucial for creating an environment conducive to growth. 
Policymakers should prioritize education, infrastructure development, and 
anti-corruption measures to overcome barriers and harness the full potential 
of their economies. Future research should explore the interdependencies 
among these factors and the specific conditions under which they contribute 
most effectively to economic growth.

Acknowledgement 
None.

Conflict of Interest
None. 

How to cite this article: Chen, Sheng. “Economic Growth in Developing 
Countries: Drivers and Barriers.” Bus Econ J 15 (2024): 501.

References
1.	 Huang, Qingxu, Xi Yang, Bin Gao and Yang Yang, et al. "Application of DMSP/

OLS nighttime light images: A meta-analysis and a systematic literature review." 
Remote Sens 6 (2014): 6844-6866.

2.	 Elvidge, Christopher D., Kimberly Baugh, Mikhail Zhizhin and Feng Chi Hsu, et al. 
"VIIRS night-time lights." Int J Remote Sens 38 (2017): 5860-5879.

3.	 Wu, Pute and Xining Zhao. "Impact of climate change on agricultural water use and 
grain production in China." TCSAE 26 (2010): 1-6.

4.	 Kiehl, Jeffrey T. and Kevin E. Trenberth. "Earth's annual global mean energy 
budget." BAMS 78 (1997): 197-208.

5.	 Hao, Jian, Lin Chen and Na Zhang. "A statistical review of considerations on the 
implementation path of China’s “double carbon” goal." Sustain 14 (2022): 11274.

6.	 Azmat, Fara, Weng Marc Lim, Abdul Moyeen and Ranjit Voola, et al. "Convergence 
of business, innovation, and sustainability at the tipping point of the sustainable 
development goals." J Bus Res 167 (2023): 114170.

https://www.mdpi.com/2072-4292/6/8/6844
https://www.mdpi.com/2072-4292/6/8/6844
https://www.tandfonline.com/doi/full/10.1080/01431161.2017.1342050
https://www.ingentaconnect.com/content/tcsae/tcsae/2010/00000026/00000002/art00001
https://www.ingentaconnect.com/content/tcsae/tcsae/2010/00000026/00000002/art00001
https://journals.ametsoc.org/view/journals/bams/78/2/1520-0477_1997_078_0197_eagmeb_2_0_co_2.xml
https://journals.ametsoc.org/view/journals/bams/78/2/1520-0477_1997_078_0197_eagmeb_2_0_co_2.xml
https://www.mdpi.com/2071-1050/14/18/11274
https://www.mdpi.com/2071-1050/14/18/11274
https://www.sciencedirect.com/science/article/pii/S0148296323005295
https://www.sciencedirect.com/science/article/pii/S0148296323005295
https://www.sciencedirect.com/science/article/pii/S0148296323005295

