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ABSTRACT

This study seeks to analyze the role of ease of doing business in attracting foreign direct investment in the
SADC region. The main goal of the study is to present new findings to corroborate whether ease of doing
business factors are a significant and positive stimulus for Foreign Direct Investment (FDI). The study also
proves to the role of ease of doing business to boost foreign direct investment in the SADC Region to
enhance economic growth amid indications that foreign direct investment (FDI) streams in the SADC
Region are diminishing rather than other economic communities all through the world, regardless of
SADC’s endeavours to encourage an empowering environment for FDI. The research also verifies some
hindrances such as negative gamble discernments, a troublesome business environment, and pervasive
corruption as key elements given for SADC’s inability to attract and keep up with FDI. The study used
panel data and therefore applied a Pooled Ordinary Least Squares (OLS) regression or a fixed effects model.
The results revealed that gross fixed capital formation, political stability, corruption and gross domestic
product were statistically significant towards FDI inflows into the SADC region. The study recommended
that the SADC region should develop responsible foreign capital regulation which offers incentives for
localized investment and lower unemployment rate by producing jobs and real income that can be used to
either fuel economic growth or be saved in financial institutions.
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INTRODUCTION

From 2003 to 2020, the World Bank’s annual publications in the Doing Business Report have been used to
provide objective measures of business regulations and their enforcement across 190 economies and
selected cities at the subnational and regional levels (The Ease of Doing Business in the East African
Community, 2023). This comparison has driven various economies and regions to embark on various
economic reforms to create a conducive business environment and hence ease of doing business. According
to (World Bank Annual Report, 2019) many economies are actively reforming their economic
regulations and thus were concluded to seen as high attractive for investment.

While on the same note, the (World Bank Annual Report,2019) Business Report articulate that to correctly
measure ease of doing business the focus is put on domestic small and medium-sized companies.
Quantitative indicators on regulations for starting a business, dealing with construction permits, getting
electricity, registering property, getting credit, protecting minority investors, paying taxes, trading across
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borders, enforcing contracts, and resolving insolvency have been used to gauge ease of doing business
especially by the World Bank worldwide.

SADC region has an oscillating regional economic integration since 2000. The World Bank’s 2019 Doing
Business findings indicated that the average regional score was 57.25 % as compared to other regional
economic communities such as East African Community (EAC) which had 56.94% while for Middle East
and North Africa (MENA) scored higher average of 58.30%. The drive to excellent business performance
has been necessitated by business reforms that regional economic communities have been undertaking to
create a conducive business environment for investment, competitiveness, and wealth creation. Some of the
business reforms have been inspired by the World Bank Doing Business Report, while others were carried
out to comply with regional and international commitments. More significantly, certain reforms were
undertaken in response to private sector advocacy or the initiatives of respective governments.

Figure 1: Ease of Doing Business Score for SADC Region.

4 )
EASE OF DOING BUSINESS SCORE

Source: Doing Business Database

Mauritius is the most improved country as shown by figure 1 above at 79.58% percentage score followed by
South Africa at 66.03% percentage score. Botswana’s doing business has significantly improved at 65.40%
given the operation of the diamond mining activities. Meanwhile, Zimbabwe is one of the poor scorers at
50.44% which reflects the difficult business environment. DRC is least ranked nation in the SADC Region
at 36.85%. While ease of doing business initiatives seem to be permeating in the economies of Southern
African nation’s corruption still remains an impediment to economic growth (Straightforwardness Global
Report, 2015). Ease of Doing Business Report (2019) postulates that the perpetuating corruption raises the
cost of continuing to work thus halting foreign direct investment.

Compared to other financial hubs across the world, SADC Region has appreciated a drop in Foreign Direct
Investment flows. The FDI flow trend revealed that between 2010-2014 and 2015-2019, foreign direct
investment inundation to SADC decreased by 36%, while debasement expanded by 57% and EOB increased
by 1.2%. (World Bank, 2019).
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Figure 2: Foreign direct Investment in SADC Region (2003-2018)
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Figure 2 shows the number of FDI projects per year. FDI projects dramatically surged starting in 2008 in the
region and peaked in 2011 largely driven by expansion of mining projects and emerging markets and then
progressively declining after that (Financial Times, 2020).

Figure 3: FDI by country in the SADC region (2003-2019)
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Source: Markowitz (2020)
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Figure 3 (which displays FDI projects by country) demonstrate that South Africa has drawn noticeably more
foreign direct investment (FDI) than the rest of the area, again because of its advanced, diversified economy.
When compared to the rest of the region, only South Africa, Angola, Mozambique, Tanzania, and Zambia
have had large increases in foreign direct investment (FDI), while Malawi, Seychelles, eSwatini, Lesotho,
and Comoros have seen decreases.

However, foreign direct investment (FDI) streams in the SADC Region are diminishing rather than other
economic communities all through the world, regardless of SADC’s endeavours to encourage an
empowering environment for FDI. Negative gamble discernments, a troublesome business environment, and
pervasive corruption are the key elements given for SADC’s inability to attract and keep up with FDI
(UNCTAD, 2020;World Bank,2019) Therefore, the study pursues to evaluate the role of ease of doing
business to boost foreign direct investment in the SADC Region from to enhance economic growth from
2010-2020.

RESEARCH OBJECTIVES

Primary objective

The primary objective of this study is to determine the effect of ease of doing business on Foreign Direct
Investment (FDI) in SADC region from 2010-2020.

Secondary objectives

a. To determine the nature of the relationships between Ease of Doing Business and FDI in the SADC
region.

b. To assess the effect of corruption on Foreign Direct Investment (FDI) in the SADC region.

c. To determine the effect of Political stability on Foreign Direct Investment (FDI) in the SADC region.

d. To suggest solutions to increasing FDI inflows to the SADC region.

REVIEW OF LITERATURE

Theoretical framework
Theory of Economic Regulation

Few articles have had the impact of George Stigler’s “The Theory of Monetary Guideline,” published in
1971, in the field of administrative methodology. By modifying market disappointments, Stigler broke
through the potential that guidelines evolve solely to drive up public premium. He argued vehemently that,
on the whole, “enterprise obtains guidance and plans and works primarily for its advantage.” Stigler
evaluated the commercial value of each of these four items. Although sponsorships undoubtedly give
businesses immediate cash advantages, Stigler argued that they are typically not the ideal option for
business because they typically need to be distributed to all local organizations, including competitors.

Financial experts viewed regulation in the 1960s and the middle of the 1970s primarily as a mechanism put
in place to resolve market disappointments rather than as a tool to be used by businesses looking to impede
professional competition. Stigler’s analysis was downshifting, energizing financial specialists and
administrative researchers to the possibility that guideline could assume the quite opposite part from that
intended (Stigler,1971). The Hypothesis of Financial Guidelines, with all of its limitations and flaws, is
significant in this focus because it may be necessary to train reformers and leaders to strengthen
administrative and guiding principles in order to increase work efficiency and, ultimately, monetary
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development.
Ownership-Location-Internalization (OLI) or the Eclectic Paradigm to FDI

One of the most persuasive and comprehensive theories of FDI developed in the 1970s is Possession Area
Assimilation (OLI), also known as The Diverse Worldview. Dunning developed the theory through a series
of distributions (Dunning 1980;1981;1988). The OLI hypothesis outlines the conditions that must be met for
businesses to participate in global creation and the approach that will be taken to meet the needs of
international business sectors. According to the OLI worldview, a company with ownership benefits but no
assimilation or region-specific benefits will be in the best position to limit (permit) its worldwide output
(Dunning, 1980).

In this situation, exporting would be preferable to serving the uncharted market. Only businesses that can
demonstrate ownership, assimilation, and region-specific benefits should use FDI to serve a foreign market.
This approach has provided significant information about the geological dispersions of MNEs, but it has
limitations because it cannot explain how foreign firms can outcompete domestic companies in providing
their own business sectors. In addition, it fails to provide any information regarding the origins of MNE
nations (Cleeve, 2012).

REVIEW OF EMPIRICAL LITERATURE

Relationship between ease of doing business and Foreign Direct Investment (FDI)

(Bayraktar, 2015), emerging economies that have outperformed expectations and have done better than
expected have a far higher likelihood of attracting more speculative capital. According to (Gillanders &
Parviainen, 2018), Cross-line trade and better business management practices have been seen to promote
foreign direct investment (FDI) in rural countries, but not in the world’s poorest countries, especially those
in SSA.

(Festus et al., 2016) found out that a significant influencer of FDI inflows is the length of time it takes to
launch a firm and the cost of arranging an affiliation. Meanwhile, (Haidar, 2012) research of 172 economies
using board data from 2006 to 2010 revealed that every unit rise in entrepreneurial standards results in a
0.15 increase in foreign direct investment inflows.

In his study of 40 sub-Saharan African countries, (Lumumba-Kasongo, 2013) discovered some intriguing
links between FDI inflows and on-going employment. Using FDI as the relapse and seven board
informational indexes for the nations, moving forward pointers were used as regressors. In determining FDI
inflows in the district, factors like the cost of starting a firm and the cost of leasing a building were seen as
crucial. The expert discovered that the cost of starting a firm, the time it took to enroll a property, and the
time it took to transmit were not significant. While on the same note, (Mahuni & Bonga, 2017) focused on
the differences between Work-related boundaries that have an impact on FDI inflows for Zimbabwe have
revealed that the country has a difficult work-related climate in areas like contract implementation that
chokes FDI inflows.

Furthermore, (Nangpiire et al., 2018) found out that FDI is attracted to Asian economies by how simple it is
to register a property, start a firm, receive a development grant, and obtain finance. On the same note,
Shahadan (2014) who tracked down that simplicity of carrying on with work markers and rankings were
huge in making sense of FDI streams into nations like Iran, India, Bangladesh, Pakistan, Afghanistan, and
Sri Lanka.

According to (Matete, 2021), cross line trade and assets enrollment make favourable impacts on FDI while
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getting a development license and getting credit have negative effects. This is because there is a generally
certain relationship between carrying out work and unfamiliar direct speculation. (Vogiatzoglou & Nguyen,
2016) found that favorable business administration circumstances have a significant impact on FDI and are
particularly important for FDI that is internally bound.

Lastly, (Vogiatzoglou, 2016) showed the impacts and meaning of simplicity of doing boundaries on drawing
in FDI. The review showed that administrative and business proficiency was associated with country’s
explicit traits reflecting effectiveness, refinement, and quality. Further, (Jayasuriya, 2011) revealed the
same findings and established that improvement of in simplicity of carrying on with work positioning
affected FDI in emerging economies from 2006-2009.

Corruption and Foreign Direct Investment (FDI)

According to limited precise studies ((Busse & Hefeker, 2007); (Asiedu, 2006); (Mathur & Singh, 2013),
saw corruption and FDI inflows are negatively interrelated. According to (TOSUN & YURDAKUL, 2016),
saw contamination in Turkey does not “help” to show that foreign direct investment (FDI) suffers as a result
of appearance corruption over both short- and long-term time periods. According to certain financial experts
((Kardesler & Yetkiner, 2009); Jensen et al., 2010; Helmy, 2013), perceived degradation has benefits and is
the real essential lubricant for the rigid association’s loud wheels.

Quazi, Vemuri, and Soliman (2014) discovered support for the speculation surrounding aid, i.e., devaluation
activities involving FDI inflows in Africa. Most likely, Africa’s administrative climate is powerless overall,
which helps explain the context in which the helping with giving speculation was permitted. Moustafa
(2021) discovered a beneficial relationship between saw debasement and FDI, supporting the impact of
defilement on “making everything flow well.” Many factors, including the cross-relationship of lease-
producing resources with saw depreciation and FDI, and the use of FDI information in light of the
equilibrium of installments that had developing monetary streams and ghost FDI portions, helped to explain
this positive connection.

According to the detailed work by Bellos and Subasat (2012), over the period of 1990-2003, apparent
debasement did not prevent MNCs from entering specific changing nations; on the contrary, it encouraged
them to do so. According to a World Bank (2015) study, restrictions on FDI flows to East African
manufacturing clusters were brought on by depreciation. a lack of progress in implementing fundamental
reforms, and the presence of low-quality businesses. Yet, the review did not discover a link between
political gamble and FDI flow (Muli and Aduda, 2017).

Amarandei (2013) focused on countries in Eastern and Central Europe and discovered a link between FDI
and defilement. Corruption significantly affects a nation’s financial industry sectors by reducing the risk of
investing in unproven portfolios, as demonstrated by Jain et al. (2017). The effects of speculating on
unfamiliar portfolios are indirect, with the worst unfavorable effects occurring at intermediate contamination
levels. Canare (2017) discovered that defilement reduces FDI inflows using board data from Asia and
Pacific countries. In essence, Karim et al. (2018) shown that defilement is a crucial pointer in Southeast
Asia’s section of unfamiliar interest.

According to Dreher and Gassebner (2013), defilement gives wasteful organizations the ability to get around
difficult regulations and improve revenue flow. This could spur speculation from the shadows and serve as a
safety net against insufficient forces, so boosting economic growth in nations with temperamental general
laws (Cooray and Schneider, 2018). Ali et al. (2020) hypothesized a skewed relationship between
debasement, the monetary system, and unrestrained financial movement. Concentrations also demonstrated
that FDI attraction depends on combating debasement (Amarandei, 2013; Canare, 2017; Kurul, 2017).
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Belgibayeva & Plekhanov (2016) claim that FDI fluctuates depending on how polluted the host country is.
It is intriguing that many studies usually find proof that defilement has a favorable impact on FDI. The
results of Subasat and Bellos (2013) are consistent with the “make everything go smoothly” hypothesis,
which postulates that a decline in debasement levels would lead to a decline in FDI inflows. FDI stocks are
fundamentally impacted by contamination, as stated by Barassi and Zhou (2012). Finally, Blundell-Wignall
and Roulet (2017) found that debasement largely had little impact on FDI, either good or negative.

Political stability and Foreign Direct Investment (FDI)

Abala (2014) showed that devaluation was the cause of the country’s deficiencies, which prevent FDI
inflows on FDI streams to the assembly hubs of East African states, and that political security matters for
FDI in Kenya. Strong political systems make things easier, according to studies by Lee, Biglaiser, and Staats
(2014).

Meanwhile, Hoa and Lin (2016) noted that political flimsiness, rather than typical assets and non-tradables,
prevents FDI inflow to the non-asset tradable assembling as well as company administrations. According to
Hayakawa, Kimura, and Lee (2013), postulate that political reliability and FDI inflow go hand in together.
Rashid, Looi, and Wong Nottingham (2016), findings revealed that political stability had a significant
impact on FDI inflows in the selected countries. Their results suggested that economic growth, political
stability, and transparency all demonstrated significant long-term relationships with FDI inflows.

According to recommendations made by Yang et al. (2018), Luiz and Ruplal (2013), Driffield, Jones, and
Crotty (2013), and De Beule and Duanmu (2012), political security deters FDI entry in a number of
countries.

METHODOLOGY

The study adopted the empirical model of (Magbondé & Konté (2022) drawing from theoretical and
empirical models of Cezar and Escobar (2015); Dutta and Osei-Yeboah (2013); Dutta and Roy (2011); and
Islam et al. (2020). Foreign direct investment, or FDI, is a dependent variable whose value represents the

ratio of FDI to the GDP of country i at time t is modelled as a function of economic fundamentals including
ease of doing business score (EDBS); political stability (POL); corruption (COR) and a set of control
variables which include inflation rate (INFLR); real interest rate (RIR); gross domestic product (GDP);
gross domestic saving (GDS) and Zimbabwe’s gross fixed capital formation (GFCF).

The model is specified as follows;

FDI;; = a+ BEDBS;; + B2INFLR;; + B3RIR;: + B4GDP;; + BsGDS;; + LoGFCF; + BsPOL;: +
BsCOR; + &

Cross-sectional and time dimensions are both taken into account by the suggested models to be estimated in
this study. Furthermore, the research is going to use panel data largely it is compatible with Pooled Ordinary
Least Squares (OLS) regression, a random effects model, or a fixed effects model. Below is a presentation
of the theoretical regression model using panel data:

FDILt =a +Xltﬁ + Sit ............................................................................ 1

Where X;: = (X1¢, Xo¢ . Xie); B = (B1, Bz - Br)
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Diagnostic Tests

The research the research will apply the following econometric tests:

The Hausman test

The Hausman test will run in order to determine what the fixed effects and the random effects model.
According to the null hypothesis, the random effects model is favoured over the fixed effects model. If the p-
value was found to be significant (<0.05), the fixed effects model was to be adopted; if the p-value was
found to insignificant, the random effects model was to be adopted.

Multi-collinearity

A Pearson connection test was used to check for multi-collinearity between the logical variables. If multi-
collinearity, a high degree of correlation between two or more variables, is evident, there is a need to take
corrective action.

Heteroskedasticity

The study is going to employ the Breusch-Pagan / Cook- Weisberg heteroscedasticity test to determine
whether there was an uneven variance of the error term, or heteroscedasticity, in the residuals. In contrast to
the alternative hypothesis, which asserts that the residuals are homoscedastic, the null hypothesis states that

the residuals are heteroscedastic. In cases when the F-statistical probability is less than 0.05, the null
hypothesis is to be rejected.

RESULTS

Multi-collinearity

Based on the findings in Table 1 above there is a clearly indication that explanatory variables are not highly
linked because all of the values are less than 0.8, which excludes multicollinearity among the variables
utilized for estimation.

Table 1: Correlation matrix

FDI EDBSR|RIR GDP [GDS |GFCF |POLS |CORPI

-0.5468

EDBSR 1.0000
0.0000

-0.3853 (0.2784

INFLR 1.0000
0.0000 (0.0008
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-0.1022|0.3077 |-0.2838

RIR 162246 [0.0002 |0.0006 |+-0000

-0.0879 |0.0071 |-0.0676 |0.0597

PP lo.2246 0.9334 [0.4225 |0.4789 |00

-0.3619 |-0.0762 |0.3318 |-0.0846 |0.1578

DS 10,0000 [0.3657 [0.0001 |0.3148 |0.0508 [1-00%°

-0.1521|0.0198 |0.1215 |-0.0584 ]0.3460 |0.2774

CFCF 100699 [0.8146 [0.1482 |0.4887 [0.000 [0.0008 |+0%%°

0.7185 |-0.6773]-0.1941 |-0.3310 |0.0934 [0.0451 {0.1190

POLS lo.000 [0.000 [0.0202 0.0001 [0.2673 |0.5029 |0.1569 1000

0.7897 |-0.7728 |-0.2668 |-0.3112 |-0.0804 |-0.0793 {0.0869

CORPI 0.0000 (0.0000 |0.0013 |0.0002 (0.3399 |0.3462 |0.3023 1.0000

Source: Author Compilation from Stata 14
Heteroskedasticity Test

Table 2

Breusch-Pagan / Cook- Weisberg test for heteroskedasticity
Ho Variables Chi?(1) Prob>chi?
Constant Variance|Fitted value of FDI|3.69 0.0348

Source: Author Compilation from Stata 14

The results of the Breusch-Pagan test for heteroskedasticity show that the model is not subjected to
heteroscedastic. Since the residuals are homoscedastic, we reject the Hj in favour of the alternative

hypothesis and insist that there is no heteroscedasticity because the probability of 0.0548 is less than 0.05
and it concluded that the results are accurate and can be interpreted.

Hausman Test

Table 3: Hausman Matrix

HO: Effects are Random

H1: Effects are fixed
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g)h i2(11) = (b-B)[(V_b-V_B)"(-DI(b- |5 pschi2
17.77 0.0230

Source: Author Compilation from Stata 14

Based on the Hausman test the p value was found to be less than 0.05, it is however regraded to be
significant. Therefore since, the p-value of 0.0230 is less than 0.05, we reject the null hypothesis that the
effects are random, and conclude that the effects are fixed.

Fixed Effects Model Results

Table 4: Regression results (Fixed Effects Model (OLS))

R-squared: within = 0.6204
: Between = 0.3597

: Overall =0.3820
Prob>F =0.000

Number of observations = 143

FDI Coefficient [Standard error P-value
EDBSR(0.0522696 |0.0436478  [1.20 |0.233
INFLR |-0.06623 [0.2296281 |-0.29 |0.774
RIR  [0.348388 |0.2275507  [1.53 |0.128
GDP  |-0.4384681(0.159711 -2.7510.007*
GDS ]0.2551971 [0.1335132  |1.91 |0.058*
GFCF ]0.3998212 (0.1307509  |3.06 |0.003***
POLS |0.8793665 |0.682254 12.89(0.000***
CORPI |2.231495 |1.687398 1.32 (0.188

Cons |-34.60812 (10.07149 -3.44 10.001***
Significant at 1%***

~+

Significant at 5**

Significant at 10%*

From the observation in the above table, the regression model then becomes:
FDIit= -34.60812+0.8793665POLSit+0.3998212GFCFit+0.2551971GDSit-0.4384681it

The study’s findings demonstrate that the model has a good explanatory power because the R2 within is
0.6204, which indicates that 62.04% of variations in FDI are explained by the independent variables.
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DISCUSSION OF FINDINGS

A t-statistic of 1.20 that is less than 1.96 and a p-value of 0.233 show that ease of doing business is
statistically insignificant in affecting FDI, suggesting that ease of doing business is not a driver of foreign
direct investment. The results of this study are in contrast with those of Matei and Drumasu (2015), who
found that cross-line trade was positively related to foreign direct investment inflows.

Furthermore, the results demonstrate a significant positive relationship between foreign direct investment
and political stability. A t value of 12.89, which is much higher than 1.96, and a p-value of 0.000 further
support the idea that political stability is crucial for attracting foreign direct investment to the SADC area.
This implies that increasing political stability by one unit will result in an increase of 0.841998 in foreign
direct investment, holding other variables constant. The findings of this study are consistent with those of
Abala (2014), who showed that the devaluation of the country was to blame for the country’s shortcomings,
which restrict FDI inflows on FDI streams to the assembly centres of East African states, and that political
security mattered for FDI in Kenya. Investors feel safe when political stability prevails in one country thus
ensuring safety of their investment.

Going forward, gross fixed capital formation and foreign direct investment were positively related with a
positive coefficient of 0.3998212. The finding that gross fixed capital formation had a positive impact on
attracting foreign direct investment inflows into that SADC region was supported by a t value of 3.06, which
is higher than 1.96, and was indicated by a p-value of 0.003. Foreign direct investment will rise by
0.2857328 for every unit increase in gross fixed capital formation, assuming all other independent variables
remain constant. While on the same note, gross domestic savings depicted a positive coefficient of
0.2551971, which demonstrates that there is a positive association between gross domestic savings and
foreign direct investment. A z-value of 1.91, which is statistically below the usual range of z-values of 1.96,
supports this motion. This suggests that gross domestic savings is not a driver of foreign direct investment.
African countries with SADC region in focus has never enjoyed surpluses from their economies though
known for being rich in mineral resources and fertile virgin land. A lot of factors have led to low or no
domestic savings such as week institutions and political leadership which prioritises to invest outside Africa.

Moreso, the findings showed a negative relationship between the two variables when assessing the role of
gross domestic product in luring foreign direct investment. The results of the regression analysis indicated
that gross domestic product has a negative coefficient of -0.4384681 and a p value of 0.007, proving its
importance in luring foreign direct investment to the SADC region. This is further supported by a t-value of -
2.75, which is higher than -1.96. This indicates that, ceteris paribus, a unit decline in gross domestic product
will lead to a 0.4384681 unit decline in foreign direct investment in the SADC region. Gross domestic
product has signified a growing economy supporting by strong expansionary policies that opening more
business for SADC economies. Furthermore, strengthening GDP suggests that economies are laying
incentives for lure foreign direct investment which is now scarce and operates under stringent rules.

Findings regarding corruption’s effects on attracting foreign direct investment revealed that it has a
marginally beneficial effect. A p-value of 0.188, which showed how corruption is statistically negligible in
comparison to foreign direct investment in the SADC region, and a z value of 1.32, which is lower than
1.96, serve as additional evidence for this. The findings of this study support those of Jain et al (2017), who
asserted that debasement has been demonstrated to considerably reduce the risk of investing in unproven
portfolios. New portfolios are indirectly impacted by hypothesizing, with midway defilement levels having
the most destructive detrimental impacts. According to Canare’s (2017) review of board data from Asia and
the Pacific, defilement decreases FDI inflows. Corruption reduces local and foreign investments, increases
poverty level, May affects the inequality of revenues and poverty through its effect on growth, on fiscality
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and the targeting of social programs. Corruption has damaged economic development is SADC region will
the illicit of flow of money and precious minerals thus depriving economic growth.

Examining the impact of inflation on FDI inflows in the SADC region led to the discovery of a weakly
significant negative link, which is strongly supported by a negative coefficient of -0.06623. With a p-value
of 0.774 and a t value of 0.29, both of which are below 1.96 it can be seen that inflation has little impact on
FDI in the SADC region. SADC region has been on an overdrive to redress macroeconomic stability to
contain inflation pressures to put foreign direct investment. High inflationary economic environment has
witnessed low foreign direct investment because return of investment is not definite. For investors, returns
on investments should be at least as high as the inflation rate.

Lastly, the regression results indicated an insignificant positive relationship between real interest rates and
foreign direct investment. A p-value of 0.128 and a t value of 1.53, which is less than the traditional z value
of 1.96, respectively, supports the conclusion that real interest rates have a positive inconsequential impact
on enticing foreign direct investment inflows into the SADC region. Interest rates a direct effect towards
foreign direct investment. Economies with low interest rates has attracted foreign direct investment to boost
economic growth. Meanwhile, high interest rates has drove capital to attractive economies and it has made
borrowing to fund new capital projects very expensive. In turn, higher interest rates can place downward
pressure on the value of some investments, such as more speculative high growth companies and even those
offering long-term income streams such as property and infrastructure assets.

CONCLUSION

This study concluded that that there is a truly insignificant link between Ease of Doing Business and
Foreign Direct Investment. Political stability and Gross fixed capital formation, ceteris paribus, all have a
positive relationship. This implies that an increase in political stability and gross fixed capital formation will
result in an increase in foreign direct interest in the SADC region. Foreign direct investment was found to
have a negative link with GDP. Diverse factors, such as the Real Interest Rate, Gross Domestic Savings, and
Inflation, have little impact on foreign direct investment inflows into the SADC region.

RECOMMENDATIONS
The study makes the following recommendations:

e The SADC region should develop responsible foreign capital regulations which offer incentives for
localized investment, and lower unemployment rates by producing jobs and real income that can be
used to either fuel economic growth or be saved in financial institutions.

e The SADC region should make sure that the institutional framework safeguards the property rights of
a wide range of society’s citizens in order to encourage FDI and develop policies that aim to achieve
macroeconomic, institutional, and political stability in order to increase the attractiveness of the nation
to foreign investors.

e Governments in the SADC area should work to strengthen transparency on all macroeconomic issues,
combat corruption in all facets of the economy, and inspire foreign investors to put their money in
their nations.

e The SADC region must develop policies and strategies that are intended to provide empirical
evidence that goes beyond the ease of doing business report, which only considers eleven areas of
regulation. This information will maintain the level of foreign direct investment.
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Future research needs to consider other groupings and zones, additional factors that affect foreign direct
investment, member states of SADC countries on an individual level as well as utilizing time series data.
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