
 

 

Abstract--Over the past three decades, research in Economics 

social, political and institutional Development changes has been 

given particular attention. Perhaps the most important feature of most 

underdeveloped countries is the lack of political stability and social 

activity that affects economic activity. So the mixture of political 

crisis with the economic crisis contributes to the deterioration of the 

business environment in the economy in general and in particular, 

explains the behavior of private investment. This has been considered 

a risk factor for investment. 
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I. INTRODUCTION 

ECENTLY, the Arab world has been experiencing what has 

come to be known as the “Arab Spring” or the “Arab 

revolution” - a revolutionary wave of demonstrations, protests, 

strikes, marches and rallies that began on 18 December 2010 in 

Tunisia. 

The Tunisian experience quickly sparked a wave of major unrest 

in the region, spreading to Algeria, Bahrain, Egypt, Iraq, Jordan, 

Kuwait, Morocco, Syria, Yemen, and other countries. Minor protests 

also occurred in Lebanon, Mauritania, Oman, Saudi Arabia, Sudan, 

Israel, Iran. 

  While that of Syria is still raging, long-established political regimes 

have been overthrown in four countries, namely, Tunisia, Egypt, 

Libya, and Yemen. The “revolution” has also been a catalyst for 

ambitious and extensive reforms in a number of countries in the 

region.1 

II. HIGHLIGHTS OF THE MOST IMPORTANT EVENTS IN THE 

MENA 

A. Political dynamics and complex security challenges 

The economic recovery in the importing countries MENA suffered 

further setbacks. 

Increased concerns about security , increased political uncertainty 

and delay of reform continue to undermine confidence and prevent a 

recovery of investment and economic activity in many countries. 

Devastating civil war in Syria and recent events in Egypt have raised 

concerns about the regional impacts , which further complicates 

economic management. 
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Although signs of improvement appear in tourism, exports and 

foreign direct investment (FDI ) in some countries , the economic 

recovery in the oil importing countries MENAP remains sluggish 

with growth of around 3% in 2013-14 , which is significantly lower 

than the growth needed to reduce persistent unemployment and 

improving living standards.2 
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Fig 1FDI, net inflows (BoP, current U.S. $) ( 1983 -2012) 

source : by author (world bank data bases) 

 

B. Arab Countries in Transition: Defining Paths to 

Success 

Over the past two years, policymakers in these countries 

responded to social pressures by raising wages and employment in 

the public sector. These measures, together with increased food and 

energy subsidies, resulted in higher fiscal deficits and public debt. In 

many cases, exchange rate stability helped contain inflation but sped 

up the erosion of foreign exchange reserves. 
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Fig 2 Unemployment rate Percent of total labor force  

source : by author (world bank data bases) 
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Despite the complex political situations facing the Arab countries 

in transition, decisive policy action will be crucial, giving diminished 

fiscal and foreign exchange buffers. Recent subsidy reforms in some 

countries, paired with measures to implement more targeted social 

protection, have begun to reduce fiscal and international reserve 

pressures. However, more fiscal consolidation, as well as exchange 

rate flexibility, will be needed to bolster confidence, competitiveness, 

and growth.3 
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Fig 3 GDP growth (annual%) (2008-2012) 
source : by author (world bank data bases) 

III. SOCIO – POLITICAL RISK 

Among the man-made sources of risk, two groups can be 

distinguished: Socio-political risk and economic risk. Socio-

political risk includes all possible damaging actions or factors 

for the business of foreign firms that emanate from any social 

group, political authority or governmental body in the host 

country. Following Miller (1992), there can be further split 

between social risk, government policy risk and political 

risk.4 

A. political risk : 

local factors:  

o political system:  

 force policy of the government.  

 government's ability to resist various pressures, the 

ability to change without conflicts.  

o lobbyists and political influence:  

 philosophy and objectives.  

 policies and tactics that produced.  

o government employees:  

 number of qualified staff.  

 ability and willingness to make tough decisions.  

 application or implementation plans. 

o opposition group:  

 the possibility of a political coup from within the 

country . 

 philosophy and objectives of the powerful opposition 

groups.5  

o government of the country: 

 in terms of efficiency, in the completion of routine 

transactions and flexibility over its response to popular 

demands. 

B. international factors:  

1. potential for conflict disturbing the system from 

outside the country, for example.  

o because of a problem with another state.  

o because of a treaty or other obligations with the 

another state or a private company.  

2. relations with major trading partners may be exposed 

to setbacks.  

3. Major of the country's relations with other countries, 

the company may be exposed to a specific problem. 
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Fig 4 Icrg political risk  (1994-2012) 

source: by author (prs data bases) 

C. social and cultural factors, local : 

o the extent of heterogeneity of population : 

 religious ( the extent of the multiplicity and diversity 

of religions and sects and religious communities ) . 

 multilingualism ( Do predominate language of one , 

or several languages , Take, for example Algeria 

Amazigh them different language and considered it 

sufficient reason to raise the political blocs to the 

Algerian government ). 

o reasons stratified :  

This refers to the extent of fur khat and the differences 

between social classes , in terms of degrees of richness 

and poverty , and cultural classes ( Mtalmyin 

Awammyin ) and is causing these differences of class 

existence of class conflict within the community . 

o the extent of cohesion or social and cultural divide 

within the country . 

o psychological banter of the population, and the work 

ethics , confidence among the people , honesty in 

dealing friendship and loyalty to the company . 

o unemployment , size, behavior frequency disturbances , 

strikes, and protests . Against the government over the 

people's interest in political activities and trends .6 

D.  social and cultural factors International:  

o regional ties with neighboring countries in terms of:  

 religious ties.  

 linguistic ties.  

 historical ties.  

 social ties.  

o hostility with neighboring countries for the following 

reasons:  
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 religious differences.  

 language differences.  

 ethnic differences.  

 economic differences.  

 historical differences.7 

 

IV. EMPIRICAL STUDY OF THE IMPACT OF SOCIO – POLITICAL 

RISK FOR ( GDP , FDI, UMP) (ALGERIAN MODEL) 

A. Data for the study: 

We collected a time series of 20 private  PRS agency View from 

1992 to 2012, and statistics of FDI , GDP, umployment, as we used 

multiple linear regression Qualitative,The qualitative variables 

dumbest ,( fig 4). 

 we find the equation coefficients: 

y t = β0+β1 Mt1+β2 Mt2+β3 Mt3+ ….et 

A. Statistical results:  

re
c
a

p
it

u
la

ti
f 

 FDI GDP emp 

R ,807a  ,788a ,905a 

R2 0,652 0,621 0,819 

Sig. Vari « F » 0,001 0 0 

DW 1,161 1,117 1,419 

A
N

O
V

A
 Régression 9,19889E+18 22412205,33 947,194 

Résidu 4,91114E+18 13702601,58 209,225 

Total 1,411E+19 36114806,91 1156,42 

C
o

e
ff

ic
ie

n
ts

 

(Constante) 2148333333 3863,889 12,172 

M1 1583970833 -2193,232 3,32 

M2 413667249,7 -201,676 14,898 

S
IG

 

T .000 . 000 . 000 

 

B.  Results of the assessment:  

Even if one knows these differences are statistically 

significant, there are enough test transactions. To know that we 

use statistical program SPSS 20.0, so the results were as 

follows: 
Through previous results, it is confirmed the existence of a 

correlation Between volume flows ( FDI), GDP,    

unemployment and political risk where explain this last more 

than: 

 81 ℅ of any changes of FDI, and The coefficient of 

determination (,652). 

 79 ℅ of any changes of GDP, and The coefficient of 

determination (,621). 

 91 ℅ of any changes of FDI, and The coefficient of 

determination (,819). 

 which we consider an explaining the presence of significant 

correlation coefficient because the coefficient of Fisher Almost 

equal to zero (.001), also the coefficient of student. 
 

C. Economic Assessment of the form:  

     According to the theory of economic and statistical results 

obtained for the quality of the statistical model, we conclude that the 

regression line tuned well, and can therefore rely on this model in 

measuring the level of foreign direct investment and GDPand 

umployment at different levels of risk. So have the following form: 

FDI = 2148333333+1583970833 Mt1+413667249,7 Mt2 

GDP = 3863,889 - 2193,232 Mt1 - 201,676 Mt2 

UMP = 12,172 +3,32  Mt1+ 14,898 Mt2 

V. CONCLUSION 

It is widely recognized that the political environment, 

institutional and social acts as the economic performance of a 

country over time as the choice of foreign investors. In this 

paper we studied the role of socio-political stability in the 

choice of location abroad, and for the growth of GDP, and 

level of unemployment. 

We find that political instability significantly reduces 

economic growth, FDI and increases unemployment in the 

country both  statistically and economically. 

But despite these results indicate that qula necessary 

stability I believe it is not sufficient . 

For this purpose : 

 There must be promotion of political stability. This is the 

‘good circle’, a reinforcing mechanism where growth 

creates political stability and vice versa. There is a 

corresponding ‘bad circle’ that generates low growth and 

low stability. 

 that governments in politically fragmented countries with 

high degrees of political instability need to address its 

root causes and try to mitigate its effects on the design 

and implementation of economic policies. Only then, 

countries could have durable economic policies that may 

engender higher economic growth. 
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