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Institutions and conflicts are determinants of external debt in the
SADC - UCT study

Dadirai Mkombe Photo: Supplied

A University of Cape Town (UCT) doctoral study in Economics has found that apart from
macroeconomic factors, institutions and conflicts are important determinants of external
debt in the Southern African Development Community (SADC).

The study, titled “Determinants and growth effects of external debt in the Southern African
Development Community: The role of climate shocks, conflict and institutions”, also found


https://commerce.uct.ac.za/school-economics

that external debt negatively affects economic growth even after controlling for regional and
country-specific factors, and that the positive effect of external debt on economic growth
depends on the quality of institutions.

For her PhD thesis, Dr Dadirai Mkombe, investigated the drivers and growth effects of
external debt in the SADC with a focus on the role of climate shocks, conflicts and
institutions.

Mkombe, a research fellow at the Centre for Social Research at the University of Malawi,
graduated for her PhD on Wednesday, 9 September 2026.

“The SADC has been grappling with high external debt levels since 2010, and it has also
been experiencing sluggish economic growth. The region’s external debt levels have been
worrisome and have placed fears on whether the region is yet to experience another debt
crisis similar to the one experienced in the 1990s,” said Mkombe.

Mkombe’s thesis considered both panel studies for 13 SADC countries and a country case
study for Malawi due to evidence that panel studies sometimes fail to capture country-
specific factors well which leads to different results.

The research findings from the case study for the growth effects of external debt were
similar to those for the SADC study. However, unlike institutions, climate shocks are
important determinants of Malawi’s external debt.

“The difference in the determinants of external debt results from the panel study and the
case study implies that panel study results are general and do not necessarily apply to
individual countries,” observed Mkombe.

Furthermore, Mkombe noted that the issue of external debt has become increasingly
important for many countries as high debt levels have raised concerns about debt
sustainability and their implications on economic growth.

“As such I was interested in understanding the determinants of external debt in order to
uncover some of the reasons behind the current external debt situation in SADC. I also
considered the growth effects of external debt in order to understand the debt-growth
nexus in SADC in order to fully comprehend the implications of these high external debt
levels on economic growth,” she said.

Mkombe believes her research will benefit SADC countries by drawing policy implications for
the SADC region to prevent future debt crises and by identifying policy implications for
external debt to achieve its intended purpose of improving economic growth rates in the
region.

The research will significantly contribute to the literature on the external debt-growth nexus
and open interesting avenues for future research.

“High external debt and sluggish economic growth affect government spending for essential
public goods such as health care and education. Policy implications drawn from the research
will help the SADC region through its respective governments to address these two pressing
economic problems which will in turn prevent governments from compromising on the
provision of such essential public goods,” Mkombe noted.

The findings of the study imply that positive effect of external debt on economic growth is
dependent on the quality of institutions in the region.



“This however does not suggest that SADC governments should stop embracing external
debt as this might do more harm than the expected good to the SADC countries. This is the
case given the limited capacity of most of the SADC governments to generate domestic
resources that can be adequate to meet growth needs,” Mkombe warned.

“Rather, the SADC governments should strive to put in place measures that will ensure the
productive use of the external debt resources by strengthening institutions since the positive
impact of external debt on economic growth is dependent on the quality of institutions,” she
concluded.
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