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Abstract: Investment is made possible by political stability and security in nations, which
reflects the benefits of economic growth in all areas and eventually results in economic stability.
Economic progress, particularly in developing nations, is significantly influenced by political
stability. By committing nations to various conditions for economic openness, implementing
incentive programs, and guaranteeing governance and efficiency in various investment-related
laws and regulations, economic policies also play a unique role in luring different types of
investments. At the same time, they prioritise investment as one of the key ways to achieve
sustainable economic growth that advances and enhances national development.
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1-Introduction

Since it is the primary factor luring investment, political stability, or democracy in
general, is one of the prerequisites for it. The right political environment is provided by political
security or democracy to safeguard investor money and keep it safe from political threats. A
major barrier to national development and a detrimental impact on the nation's economic
standing is the democratic political system's incapacity to interact with investors by offering
them political and legal guarantees within the nation. The main partner and balancing
mechanism for renewing developmental goals is investment with the private sector. Through
investments that contribute to the betterment of society and its citizens by providing access to
capital under appropriate professional conditions that take into account the investor's safety and
security; as long as the investments include clean and supporting production, the economic
aspect of development is most closely linked as an indicator and a result of this development
on individuals.

Numerous field studies have confirmed the detrimental correlation between attracting
investment and the state's lack of democratic practices, which subsequently causes serious harm
to the country's economy. The purpose of this study is to comprehend how political instability
affects investment, which, in accordance with accepted international norms, improves and
fortifies the state economy and keeps it up to date with advances around the world. It also seeks
to pinpoint the most important anti-democratic activities and their detrimental effects on
investment and, consequently, the state's economic stability. The study,thus, raises the question
as follows: How well does political security create an environment that is conducive to
investment?

While the analytical method has been used to identify the key principles of democratic
governance and its role in providing a suitable environment for attracting investment and
promoting the national economy, balancing it with the economies of global countries, the
descriptive approach has been adopted by tracing the terms back to their theoretical origins.
This helps to create a positive image of the state both internally by strengthening the
relationship between citizens and the state when investing their funds, and internationally by
encouraging global competition for investment. Consequently, the following axes were used to
provide the solution to the afore mentioned question:

2-Symptoms of poor democratic performance

Since they directly affect ensuring economic progress and prosperity, especially
investment, democracy and political instability are seen as the most important issues facing
nations worldwide, particularly in the Global South. The following is the cause of this:
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2-1- Internal Democratic Governance Systems Are Fragile:

There is a growing disparity between the fragility of the state and its reciprocal
interaction with society, according to numerous studies and research. This disparity results from
state policies that either fail to reflect the interests and desires of the different social forces that
make up the state or depart from the fundamental ideas of democratic government when
addressing these groups. As a result, there is widespread political fraud, corruption, and
manipulation, which causes citizens to become disillusioned and thus stop participating in the
formulation of state policy.

2-1-1- The problem of trust between citizens and authority

The degree to which the public accepts the legitimacy of those in power and the laws governing
the political system itself determines how stable any democratic regime will be. People are
more likely to believe that they should strive to achieve the common good when they have more
faith in the democratic system. Therefore, by creating a formal and stable program and a
legislative framework as a guarantee to encourage and motivate investors to realise economic
benefits for the nation,’ this public support acts as a reference for decision-making in the sphere
of investment.

As aresult, the legitimacy of the democratic system establishes representative institutions
that promote investment rather than stifle it. These institutions also call for economic openness
to the outside world and foreign capital investment, particularly if the state has the skills and
background required to carry out investment activities. In order to boost its production capacity
in specific industries or establish new ones, it thus strives to pass new laws and legislative
frameworks that encourage foreign capital investment and transfer technology, cutting-edge
administrative systems, and modern procedures. 2

In addition to the existence of activated legal mechanisms as part of the regulatory
apparatus to ensure that political work is governed by standards that hold government officials,
the 'decision-makers', accountable to citizens.This is to guarantee better leadership to improve
life and create opportunities to ensure and regulate investment processes, and to create legal
institutions aware of the importance of investment and qualified to facilitate investment
processes at all levels.

The regulatory apparatus includes activated legal mechanisms to ensure that political
action is governed by standards that hold government officials, or "decision-makers,"
accountable to citizens. This is done in addition to creating legal institutions that understand the
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importance of investment and are qualified to regulate investment processes at all levels. The
goal is to ensure that political accountability can lead to improvements in life and to create
opportunities for ensuring and regulating investment processes.

2-1-2-Corruption

Is the term used to describe the actions of public servants who violate established norms
in order to further their own personal agendas. Examples of corruption include favouritism,
bureaucratic bribery, administrative bloat, financial corruption, and personalising decision-
making. 3

In a similar vein, ineffective administrators disregard the needs of investors who require
rapid transactions’ procedures to begin their investment initiatives. The numerous decision-
making bodies and institutions involved in investment are also to blame for delays and
unnecessary procrastination. 4

Because it impacts investors’ motivation and desire to fulfil their role in igniting the
development process by spending their capital, all of this leads to a loss of optimism in
mobilising investment. An appropriate atmosphere is necessary for the citizen to believe that
any role they take on will not have detrimental effects on their finances or well-being, and that
any worries they may have about carrying out their duties would only result in outcomes that
are contrary to their interests as a citizen and part of society. °

2-1-3- Inequality

the monopoly by those in power is the reason behind discrimination between citizens and
regions of the country, the failure to achieve equality among citizens in benefitingfrom
incentives for investment guarantees, or the designation of one area over another as a suitable
investment environment based on tenuous and illogical justifications (climate, security, etc.).
These factors will negatively impact economic development by impeding the investment
environment and attracting investors.

2-1-4- The weakness of the relationship between the state and various social forces that
make it up:

The insufficiency of the connection between the state and the different social forces that
comprise it:
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Civil society is one of these; ° the absence of a democratic environment that promotes economic
growth and draws investment is mostly due to the lack of political representation for various
facets of the collective will of society. Through political engagement, a variety of actors can
participate in developmental planning processes and help shape numerous decisions that impact
people's lives.

This can be accomplished by coordinating group initiatives, offering substitutes for
regional or federal authorities, and influencing public sentiment. Therefore, excluding these
players from state political decision-making will limit investment prospects and, as a result,
impact achieving society's public interest. ’

2-2- security risks: The following is a representation of these:

2-2-1- Internal conflicts: A lack of political stability is indicated by the growing severity of
these manifestations within the state, which include the threat of terrorism, coups against the
government, political violence, and civil unrest. A politically stable state is characterised by
fewer of these characteristics. ®Therefore, the more nations follow democratic governance
principles, the more they encourage the creation of a well-regulated economy by fostering an
atmosphere that is conducive to investment, which is a key component in propelling the
country's economic growth. Investment and democracy are interdependent because democracy
creates economic stability that attracts investment and is the only long-term basis for halting
the emergence of violent internal conflicts.

2-2-2- External pressures:

These include financial sanctions that prevent foreign investment. In order to correct
behaviour that contravenes international norms and values, these sanctions are a type of
coercive international economic punishment that arises from a breach of legal commitments.
The sanctions take the form of an economic blockade that hinders the import of essential raw
materials or the incapacity of investors to export their goods, which has a detrimental impact

6 It refers to "a group of self-sufficient voluntary organizations that fill the public space
between the family and the state. They are non-profit and aim to achieve benefits or interests
for society as a whole, or for some of its marginalized groups, or to achieve the interests of
their members, committed to values and standards of respect, consensus, peaceful
management of differences, tolerance, and acceptance of others,"see:
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on their revenue and budgets to the point where they might not be able to cover the salaries of
their staff. These sanctions also affect finance, bank transfers, and the freezing of cash from the
investment sector, in addition to the freezing of governmental assets and institutions. °

Economic sanctions are therefore regarded as one of the instruments of international
pressure used by the UN to combat the weak democratic performance of nations that deviate
from the principles of international legitimacy, which are embodied in the substitution of force
for popular will and the overriding of individual will. International action was necessary to stop
these nations' undemocratic policies as a result of the domestic conflicts that followed.

International economic sanctions were therefore one of the instruments of international
involvement; nonetheless, their disadvantages exceed their advantages, even though they are
essential for putting an end to any infringement of the peoples' will.One of these disadvantages
is the upsetting of the development wheel, which distorts the country's economy's image and
deters investment.

3- How Political Uncertainty Affects the Investment Climate

One of the ideas that has caught the interest of numerous economists is investment.
Depending on the viewpoint from which each thinker approaches the topic, opinions have
differed in how they interpret investment; however, they all concurred on one point: investments
play a crucial part in propelling the wheel of economic progress. Given the current state of
economic and financial globalisation, the movement of capital has become increasingly
important to nations, both domestically and in their interactions with other nations. Because of
this, investment is now a focus for both established and emerging nations, and it is one of the
key pillars around which their economies are built. Realising the value of investments and their
critical role in advancing their economies, nations have been compelled to provide an
appropriate and welcoming political environment to draw in as many investors as possible. 1

3-1- How the investment climate is affected by political instability

Development and the government's execution of its development initiatives are greatly
impacted by the lack of political security or democratic stability, which in turn causes a decline
in confidence between the government and both domestic and foreign investors. Here's what it
is:
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3-1-1- The unwillingness of citizens to make local investments

One of the main foundations of a nation's economic development is thought to be national
investment. From the standpoints of supply, profitability, and productivity, it is a crucial
component for expanding the production of products and services, boosting investment
capabilities, and utilising human resources and production capacities to boost economic growth
and national wealth. 1!

However, creating an atmosphere that is favourable for investment is greatly influenced
by the political situation that exists in the nation. Reduced investor trust and a lack of agreement
between local investors and the government are the results of weak political stability, and these
factors ultimately cause a greater outflow of local capital.

People become less motivated when they choose to start any kind of investment project
the more democratic governance principles are lacking. One of the primary factors influencing
investment decisions is political stability. If there are no signs of democratic governance in the
state, the cost of security and protection for investment projects will go up, transportation costs
will go up, and inflation will get worse. As a result, investors will either avoid investing in their
countries altogether or, if they are already investing there, will leave.!?

To guarantee the returns on their investments, investors always want a safe nation,
regardless of legal factors (such as rules, labour laws, environmental protection, consumer
rights, and other laws). Local investors avoid making investments in nations that discriminate
against or treat their private capital unfairly. The relevant laws state that legal risk occurs when
the law does not guarantee that contracts will not be broken or when property rights are not
protected. This has detrimental effects on company endeavours and does not aid in their
localisation. 1

Similarly, when authority practices in local investment planning lack administrative
independence, empowerment, control, and participatory governance, citizens would be less
inclined to invest their money. **
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3-1-2- Foreign investment mobilisation and its effects on domestic economic development:

In addition to creating job possibilities for host nations, foreign direct investment is
regarded as one of the primary pillars that support the acquisition of capital, technology, and
managerial and technical know-how. It is also regarded as one of the key factors influencing
the growth and development of economic performance and raising the rate of economic
expansion in both developed and emerging nations.'® Even if the investment process is intended
to yield great returns, it is dependent on political stability because it is impossible to imagine
capital transfers occurring in an atmosphere devoid of it.

The most notable example of this (political instability) is the black decade (in the 1990-
2000) that marked the civil war in Algeria, where economic activity fell to such an extent that
other nations placed Algeria under an economic and political blockade because they believed it
to be unsafe and unstable. As a result, foreign investors stopped investing in Algeria, which in
turn caused investment rates to drop because they lost faith in the stability of the ruling regime
and instead chose to place their assets in more secure and stable locations. 18

The other things that fend off foreign investment is local corruption. We see that
administrative corruption directly affects the calibre of resources available for foreign
investment. Studies have shown that corruption weakens and may disrupt foreign investment
flows, which can lead to a regression in human development indicators, particularly in the areas
of education and health, and a decline in tax productivity at a time when developing nations are
trying to attract foreign investment resources because of the potential for skill and technology
transfer.Furthermore, it can put a strain on the state's finances and make foreign investors shy
away from making investments out of concern for the harm it might inflect on them.!’
According to a World Bank study of investment firms across many countries, almost two-thirds
of the sample think that political unrest is a major deciding factor when making investments. In
terms of policy pertaining to foreign direct investment in developing nations, this clarifies the
elements influencing the flow of foreign investments. 18

3-2- Democratic systems' processes and assurances to create a welcoming investment
environment:

Particularly in light of the level of development society has attained, political stability or
democracy in particular promotes opening the door to investment, which is the foundation of
nations' economy since it is the primary engine of sustainable economic growth. It is crucial to
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offer legal and procedural guarantees to establish a climate that is favourable for investment.
These guarantees include the following:

3-2-1- The primary starting point for obtaining investment is the rule of law

In democratic regimes where the rule of law is upheld and everyone is governed by the
law, including investors and people, we find that investment is significantly achieved. Because
the law guarantees respect for people's rights and freedoms against state authority, it establishes
a stable and equitable legal environment for investment. This guarantee necessitates a
dedication to respect and defend human rights by emphasising the rule of law, which
discourages political and economic corruption and places an emphasis on accountability and
openness. This further facilitates economic independence by acting as a key gateway to ensure
investment and, consequently, economic advancement and development. 1°

3-2-2- Implementing political and structural reforms to foster an investment-friendly
environment

The effectiveness of development policies generally and investment attraction policies
specifically depends on the adoption of political reforms that give the different social forces
that make up the state a say in important political and economic choices. Given the current state
of the world and the economy, it is critical to establish a democratic political environment that
promotes public involvement, especially for civil society actors, by giving them the chance to
confront issues and expose corrupt practices brought about by inadequate planning and
management by the government. Since citizens are able to overcome challenges faced by
investors of all types and remove bureaucratic impediments that impede their progress, they are
regarded as essential to managing and facilitating all matters related to recruiting and
developing foreign investment. %

3-2-3- Strengthening the principles of fair competition and transparency and their role in
increasing investment opportunities:

The state is attempting to fortify these principles, which are regulated by a set of
requirements that must be fulfilled in any information or action that is considered transparent,
such as: %

* Transparency needs to be timely;
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* It needs to be accessible to all parties simultaneously;
* It needs to be clear and unambiguous;

* Accountability must follow transparency to reveal errors and hold offenders responsible
within the parameters of the legal system set up for that purpose.

For investors, particularly foreign ones, transparency and honesty in economic policies
are essential since they help achieve economic independence more successfully. Particularly in
economies whereby taxes are low, with safe property rights, a stable monetary system, and
sensible regulations, these elements encourage people to take risks and launch new businesses.
This promotes international trade and helps draw in foreign direct investment, both of which
have a major impact on economic growth. As a result, economic policies that aim to liberalise
trade and investment are more effective in drawing in investment the more transparent they
are.??

3-2-4- Building and fostering young people's abilities and a workforce with the necessary
skills in the investment field

More investment will unavoidably result from improving human resources, increasing
awareness, and improving skills, especially through the development and production of
competencies and cadres capable of producing technology that is most appropriate for local
conditions. The allocation of financial resources for the growth and enhancement of human
resources, the improvement of education, the provision of skilled and qualified trainees, and
the use of contemporary technologies to manage investment-related activities are all examples
of the most essential policies for human resource development.

4-Conclusion

Whether democratic stability or efficient democratic governance will contribute to the
creation of an investment-friendly environment will determine the state's ability to take action
in the area of investment. This gives the investor peace of mind about their money and safety,
hence there is a direct link between democratic principles like the rule of law and openness in
decision-making and making real investments that benefit the country's economy.

5-Results

1. One of the primary factors influencing investment decisions is political stability.
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2. Attracting investment, particularly foreign investment, is made easier by the political
system's openness to the outside world and its provision of administrative, legal, and security
guarantees.

6-Recommendations

1. Maintaining democratic governance is essential to bolstering economic stability and, in turn,
drawing in investment.

2. Involving professionals in the development of appropriate policies and improving the
performance of the government for investment planning.

7- References

Books

— g dayiall ghald) b halial) Jgatl AN &) g Awbad) ooy dl) gl cadalll s (gihee 0.1

2021 ¢ lesalic caalal paall sl Sl o quiall= iad)
) A S Oan3halloanygilly aill 5K EIEY allalf Guaailly dsbsadl dsadil: O saeadl dses .2
2005 Y e glaccaigilly pall diecdmbaad) dualil) Gajha Ao clandll e .3

Basgll il S e cpSall) ailgay (oSl aalia dalaiwal) Ayl dpalill ggd dnlar Sl s 4

.2009&&}):\:\‘2\:\:\)::1\

201662y gilall ol daacBlal) B (3all Bagay Aludy) Ga¥):slua aiye .5

)y siiacdaal) Jlall Blsmly SUSHAN AaSoacclSuill dassn fsabu 2alS ddlail)y 7 ladyliCius (b dess .6
Theses

dng i cuially Jiad) Cm Ailie A dulial) Jeall B Alaal) oy Lsbad) Qfa¥): iy (e L1
‘§)S_A-H.\ ¢ A daaa J\M\Acz\:}‘)\.{\‘j b U'_ILQ:LL:.\E ua_‘aaﬁcz\:\_m\:\_uﬂ ejld\ L_éﬁ e}hj\ obj.'\SJ Balg—& d:\.\j

.2017/2016

340

——
| —



Journal OF LEGAL STUDIES - International Academic and Scientific Review published semi-annually by the
Laboratory of Sovereignty and Globalization - Yahia FARES University of MEDEA
ISSN 2437-0304
EISSN: 2602-5108
Dépot légal: 2015-3039
Volume: 12 Number: 01 Year : JAN 2026 P :330-341

BAEl) IS8 §glaiag i) Alla Auy'ealaiBy) gail) Ao pdbiall ial) L) el e 2
astall el gally Alally Anplail) Wl le ) (o wadic Al B aglall 8 o)y 5€0 Al *2018-1990

Articles
Gsiall Alaac—digilh Au - Chleiiuy) qlal jiae ¢lasdaS bl LR e CilusSlcdane shy o 1

2019Aaal) daalac12 alaallcJgY) anallcAuludy) aslally

Aagill) Crgadll Alnac galaBY) LAY Ao oily Ay b al) A ) iial dan a5l ae 2

2023 5o Aaalacd0 2aalle jsgians ¢ysililly Aoyl A lScd gilallg

skl & coll A13lae dual) dBlaial) b cilail) B & Adgall dualatdy) cilisial) ddlad: Lol 0l ae 3
2015 srewss 10¢ ke eal daalaccubaaill Al oyl gl & clad¥) slal: lgina ydladl ol
&L.bfi\ sgmida Ao dolaal) dalil) GaBadl jloua ‘f;d\ S dal w dee ) (gt daacaryy Chi L4
aste g dlaille Lul @Y o glall 4ulSc uSalgr yilda Alaac—dalilas Z:Uh d—uyi— i) ‘:,a daalyl) dpal_aidy)
(“"\’:‘M E\.LA\A c01c2019 md\‘08 M\GM\

Alaacdasbaziy) il B Ly gag lall B duial) cflaiin¥): pal) seae ilaas dene Jlall v Caiw .5
20130080 jaiger (alal) saalldaalallcinla@By] asbell oy 28

oo Analacnalondl oslally sial Alaec siad) (A ddaal) Loallll o oy obscsd) EaN:3E5 Jielond .6
2017i0aiac8 saalle y 54l

Nady) slile e Alable iy Laalill sl (B Al o oy gobatBY) sludl): Jeal ol dene ol 7

2015 ol a3V dnalac Sl 5030 aaalleUaidas (5ilally dasydl) AS Alaac auaglly adlasy)

Gl Aaac pdibiall iaY) L) Gda b laygag sl B Lala@y) LalkJlS layd 5 jie <Dlas 8

.2024/06/02¢30 2221115 alsalle (galai@¥) axall

.2008 C_Iji 11.01 .J.J:d\‘)f}b;“..} 2\.340_._\3:3]\ C.lLo.l;“} L"_lbuﬁm‘)_”} Q}A.\u 5)_.3.«4.\5\ )S)A e dad ilaa

341

——
| —



