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Abstract

The paper analysed the interlinkages among institutions, FDI and economic growth. The paper
analysed whether institutions play a role in determining the effect of FDI on economic growth and
whether the existence of strategic natural resources matter. Dynamic Panel General Method of
Moments Technique (GMM) model with Weidmeijer corrected errors and orthogonal deviations is
applied for the period 1996 to 2016. The results show that the effect of FDI on economic growth is
both negative and positive across the estimated models indicating the heterogeneity in terms of the
initial host country conditions. The thesis found that institutions as a whole are weak for SADC
countries hence a negative relationship between institutions and economic growth for the SADC
countries. What is however key is that FDI on its own without institutional indicators can lead to an
increase in economic growth for the SADC countries. The effect of institutions on FDI and hence
economic growth was not significant in the full sample. However, after taking out countries endowed
with strategic natural resources, good institutional indicators leads to an increase in economic growth
eliminating the natural resource endowment bias.
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