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POLITICAL RISK ASSESSMENT IV 
COMPARING POLITICAL RISK

MICHEL-HENRY BOUCHET
CIFE SEMINAR  ROMA-BERLIN-NICE 2026
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COMPARING POLITICAL RISK: FIVE MAIN TAKEAWAYS

Michel H. Bouchet/SKEMA-CIFE 2026 2

1. There is no single “best” political risk index

Political risk is measured through dozens of indices (governance, peace, freedom, fragility, violence, 

corruption), each with different assumptions, weights, and biases. Rankings are not interchangeable and 

must be read comparatively, not literally.

2. Governance quality is the central driver of political risk!

Poor governance strongly correlates with fragility, violence, low competitiveness, and weak human 

development. Institutional strength matters more than income level or growth rates in explaining long-term 

stability.

3. Fragile and failed states share clear, recurring features

High corruption, weak rule of law, capital flight and brain drain, poor public services, demographic pressures, 

and external intervention cluster together. Fragility is systemic—not accidental.

4. Quantitative indices often miss turning points and crises

Many indices failed to anticipate major shocks (Arab Spring, Syria, Ukraine). Like ratings, they tend to 

describe existing conditions better than they predict political ruptures.

5. Political risk is multidimensional and cumulative

Conflict risk, democracy erosion, internal violence, economic misery (inflation + unemployment), and poverty 

reinforce one another. Rising “misery” and institutional decay sharply increase the likelihood of protests, 

unrest, and regime instability.
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WHY SHOULD WE KEEP A SKEPTICAL EYEBROW RAISED REGARDING MEASURING AND COMPARING 
POLITICAL RISK ACROSS TIME AND ACROSS COUNTRIES I

1. Bias sneaks in everywhere: Political risk isn’t measured in a vacuum. It’s shaped by:

• Who’s doing the rating (Western firms? Regional agencies? Private consultancies?)

• Their clients (investors? governments? insurers?)

• Their worldview (what counts as “stability” or “risk”?)

For example, a country pursuing aggressive redistribution or nationalization might be labeled “high 
risk” — not necessarily because it’s chaotic, but because it threatens certain investor interests. 

2. “Stability” ≠ “Democracy” ≠ “Low Risk”: Some ratings quietly equate:

• Authoritarian stability → low political risk

• Democratic contestation → high political risk

But frequent protests or leadership turnover in democracies can actually signal accountability and 
institutional resilience. Meanwhile, an authoritarian regime can look “stable” right up until it very 
suddenly isn’t. (e.g., Iran? Venezuela? Cuba? Algeria? ) So the definition of “risk” depends heavily on 
what outcomes matter to the rater.

Michel H. Bouchet/SKEMA-CIFE 2026
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WHY SHOULD WE KEEP A SKEPTICAL EYEBROW RAISED REGARDING MEASURING AND 
COMPARING POLITICAL RISK ACROSS TIME AND ACROSS COUNTRIES II

3. Methodological opacity: Too often, many rankings:
• Don’t fully disclose how variables are weighted
• Rely on expert surveys without showing sampling details:  Who are the experts? Scholars, 
practitioners, seasoned country risk experts, investors? 
• Combine hard data with subjective scoring
• Use proprietary formulas

You end up with a single score like “62.4 – Moderate Risk” and no clear way to reverse-engineer how 
that number was built. That makes it hard to evaluate reliability or compare across providers. 

4. False precision: A country ranked 34th vs. 38th — is that meaningfully different? Often not. 
But the ranking format creates the illusion of sharp distinctions and scientific certainty. 
Political systems are complex, dynamic, and nonlinear. 
Investment funds need risk thresholds, and that can introduce arbitrary frontiers. 

Michel H. Bouchet/SKEMA-CIFE 2026 4
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WHY SHOULD WE KEEP A SKEPTICAL EYEBROW RAISED REGARDING MEASURING AND 
COMPARING POLITICAL RISK ACROSS TIME AND ACROSS COUNTRIES III

5. Cultural and normative assumptions : Concepts like “rule of law,” “governance quality,” or 
“corruption” can be measured differently across contexts. Clearly, metrics embed value judgments. 
Western institutional norms often anchor these frameworks, which can:

• Penalize alternative governance models

• Overlook informal political systems

• Misinterpret local political dynamics

6. Incentive distortions: If governments know they’re being ranked:

• They may reform for optics, not substance

• They may game measurable indicators

• They may prioritize what improves scores over what improves citizens’ lives

When metrics become targets, they stop being neutral indicators.

Michel H. Bouchet/SKEMA-CIFE 2026 5

WHY SHOULD WE KEEP A SKEPTICAL EYEBROW RAISED REGARDING MEASURING AND 
COMPARING POLITICAL RISK ACROSS TIME AND ACROSS COUNTRIES IV

What to do then about political risk ratings and scoring?

1. Treat ratings as one lens, not the truth (add qualitative risk analysis, focused on 
institutions, governance, power structure, history and traditions)

2. Compare multiple sources (private and official, bilateral and multilateral)

3. Look at qualitative analysis alongside numbers (in-depth risk reports)

4. Always ask: risk for whom? investors? citizens? incumbents? minorities?

5. Look at the risk trajectory and not as the snapshot

6. Look at the rating’s methodology (if possible!) “If you can’t see the recipe, you 
can’t assess the ingredients.”

Political risk ratings aren’t useless — they’re just not neutral thermometers. 
Michel H. Bouchet/SKEMA-CIFE 2026 6
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SAMPLE  OF POLITICAL  RISK  INDICES

1. Heritage Foundation

2. Freedom House

3. Fraser Institute

4. AT Kearney

5. Cato Institute

6. Fund for Peace FSI

7. Transparency International CPI

8. PWCs: Opacity Index

9. LB: Legsi

10.Asiarisk

11.Marsh

12. World Bank (Governance)
13. Euromoney ECR (25% political risk) closed 

2020
14. Institutional Investor (till 03/2016)
15. IMD
16. ICRG-PRS (since 1984)
17. MIG
18. WMRC
19. University of Maryland
20. Ibrahim Index of Governance
21. WTW - Political Risk Survey Report
22. Global Peace Index
23. Internal Violence Index
24. S&P Global Ratings 
25. DEFI-SKEMA-CIFE
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ASSESSING COUNTRY GOVERNANCE AND SUSTAINABILITY?

▶https://solability.com/the-global-sustainable-
competitiveness-index/the-index/governance-capital

▶Governance Index: World Map

Michel H. Bouchet/SKEMA-CIFE 2026
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GLOBAL PEACE INDEX (INSTITUTE FOR ECONOMICS AND PEACE)

Michel H. Bouchet/SKEMA-CIFE 2026

A composite index measuring the peacefulness of countries made up of 23 
quantitative and qualitative indicators each weighted on a scale of 1-5. The 
lower the score the more peaceful the country. 

3 sub-indicators:

1. level of Societal Safety and Security,
2. extent of Ongoing Domestic and International Conflict,
3. degree of Militarization
163 countries

9

GLOBAL PEACE AND SECURITY INDEX INSTITUTE FOR ECONOMICS AND PEACE (IEP)

Michel H. Bouchet/SKEMA-CIFE 2026
http://www.visionofhumanity.org/sites/default/files/Global%20Peace%20Index%20Report%202016_0.pdf
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https://www.economicsandpeace.org/
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GLOBAL PEACE INDEX: INSTITUTE FOR ECONOMICS AND PEACE 

Michel H. Bouchet/SKEMA-CIFE 2026
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BLINDNESS ?    RISK  OF FUTURE POLITICAL  CRISIS  2010 - 12
SOURCE: UNIVERSITY OF MARYLAND CENTER FOR CONFLICT  MANAGEMENT

Michel H. Bouchet/SKEMA-CIFE 2026

Arab Spring?

Syria?

Lebanon?

Ukraine?

Brazil?

South Africa?

Mexico?
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MEASURING 
GOVERNANCE TRENDS 

IN AFRICA
MO IBRAHIM 

FOUNDATION 12/2024

Michel H. Bouchet/SKEMA-CIFE 2026
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THE FRAGILE STATES INDEX (FUND FOR PEACE)

Michel H. Bouchet/SKEMA-CIFE 2026

The Fragile States Index = critical tool in highlighting not only the normal pressures that 
all states experience, but also when those pressures are outweighing a states’ capacity to 

manage those pressures: assessing the vulnerability of states to collapse. 

Annual ranking for 178 countries with 12 
political, economic and social indicators and 
>100 sub-indicators, coupled with qualitative 
analysis and expert validation:
Economic decline, uneven development, brain 
drain, state legitimacy, public services, human 
rights, demographic pressures, refugees, 
external intervention, rule of law…

14

13

14



07/02/2026

8

0

20

40

60

80

100

120

So
m

al
ia

Sy
ri

a

Ch
ad

M
al

i

Li
by

a

B
ur

ki
na

 F
as

o

Le
ba

no
n

V
en

ez
ue

la

Li
be

ri
a

M
au

ri
ta

ni
a

B
an

gl
ad

es
h

Co
m

or
os

M
ad

ag
as

ca
r

R
us

si
a

H
on

du
ra

s

Ph
ili

pp
in

es

Ta
nz

an
ia

Ky
rg

yz
 R

ep

In
di

a

B
os

ni
a 

&
 H

er
z

B
ol

iv
ia

M
ex

ic
o

El
 S

al
va

do
r

A
rm

en
ia

Tu
ni

si
a

Sa
m

oa

Pa
ra

gu
ay

G
uy

an
a

M
ac

ed
on

ia

Cu
ba

A
lb

an
ia

B
ru

ne
i D

ar
us

sa
la

m

R
om

an
ia

Ku
w

ai
t

O
m

an

U
SA

La
tv

ia

Q
at

ar

Es
to

ni
a

U
ru

gu
ay

Ja
pa

n

Si
ng

ap
or

e

N
et

he
rl

an
ds

Ca
na

da

Fi
nl

an
d

Fragile States Index 2024

Michel H. Bouchet/SKEMA-CIFE 2026
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KEY FEATURES OF FAILED AND FRAGILE STATES

Michel H. Bouchet/SKEMA-CIFE 2026

n/178 Index TI/180 UNDP/188 Index ** WEF 140 KF/GDP% Human flight ** % % (3 year av.)

Weak States Ranking Corruption ** HDI ** GINI Competitiv. Capital flight & Brain drain Unempl. Invest/GDP Ext Debt/GDP%

Yemen 1 176 178 38 139 2% 7,3 35 12 30%

Somalia 2 180 188 39 139 1% 9,5 6 10 75%

Syria 4 178 155 36 130 3% 8,4 50 10 16%

Congo DR 5 165 176 49 135 39% 7 15 12 20%

CAR 6 149 188 44 139 4% 7,1 7 13 36%

Chad 7 165 186 43,3 140 2% 8,5 6 16 27%

South Sudan 8 178 187 35 139 1% 6,5 15 11 111%

Zimbabwe 10 160 156 43 128 5% 7,6 10 12 77%

Haiti 12 161 168 61 138 3% 8,4 15 25 30%

Nigeria 14 144 157 49 115 3% 6,9 23 15 70%

Uganda 20 149 162 42 117 3% 7,3 5 24 40%

Pakistan 23 117 150 33,5 107 1% 6,8 6 16 31%

Libya 28 170 108 42 130 22% 6,3 20 15 20%

Côte d'Ivoire 29 105 170 42 114 2% 7,3 5 16 37%

Venezuela 32 168 78 40 127 23% 6,1 35 14 33%

Angola 35 165 147 43 137 11% 6,9 9 24 57%

Lebanon 44 138 80 32 80 17% 5,6 9 20 200%

Tunisia 95 73 95 40 87 5% 5,9 16 21 90%

Peru 99 105 89 44 63 5% 7,1 10 21 35%

* Nonbank private deposits in international banks/BIS A6-1

** the higher, the worse
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INSTITUTIONAL  FRAGILITY  AND COMPETITIVENESS  (WEF)

Michel H. Bouchet/SKEMA-CIFE 2026

60

70

80

90

100

110

120

130

140

0 10 20 30 40 50 60 70 80 90 100

Relationship Competitiveness and Institutional Fragility.

Fragility

C
o

m
p

et
it

iv
en

es
s

17

INSTITUTIONAL  FRAGILITY  AND HUMAN  DEVELOPMENT  (UNDP)

Michel H. Bouchet/SKEMA-CIFE 2026
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THE DEMOCRACY INDEX (GOTHENBURG UNIV) 

Michel H. Bouchet/SKEMA-CIFE 2026

The V-Dem Liberal Democracy Index (LDI) captures both liberal  and electoral aspects of 
democracy based on 71 indicators included in the Liberal Component Index  and the 
Electoral  Democracy Index. 
Objective: capturing the limits placed on governments in terms of protection of individual 
liberties, and the checks and  balances between institutions!

19

THE DEMOCRACY INDEX (GOTHENBURG UNIV) 

Michel H. Bouchet/SKEMA-CIFE 2026 20
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DEMOCRACY INDEX  (EIU). 
IS AFRICA PRONE (OR DOOMED) TO ENDLESS CYCLES OF COUPS D’ÉTAT? 

Michel H. Bouchet/SKEMA-CIFE 2026
21

THE INTERNAL VIOLENCE INDEX (FERDI)

Michel H. Bouchet/SKEMA-CIFE 2026

The composite index 
measures fragility for 130 

developing countries 
through their

level of violence in its 
different forms: internal 

armed conflicts, criminality, 
terrorism, and political 

violence: 
Iraq, Pakistan,

Afghanistan, Yemen, Syria, 
and Nigeria.

SOURCE: FERDI April 2016: Feindouno / Goujon /Wagner
22
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THE INTERNAL VIOLENCE INDEX

Michel H. Bouchet/SKEMA-CIFE 2026
23

THE DEFI-CIFE GLOBAL GOVERNANCE INDICATOR 2024-25

Michel H. Bouchet/SKEMA-CIFE 2026

© Australian Bureau of Statistics, GeoNames, Microsoft, Navinfo, Open Places, OpenStreetMap, TomTom, Zenrin
Powered by Bing
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THE DEFI-CIFE GOVERNANCE 
BAROMETER

Michel H. Bouchet/SKEMA-CIFE 2026
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FRASER INSTITUTE- ECONOMIC FREEDOM

▶Since 1975, annual Indices of Economic & Human Freedom in the world: reliable 
measure of cross-country differences in economic freedom, using third-party data to 
help ensure objectivity

▶Criteria: government quality, legal structure, security of property rights, access to 
sound money, personal choice, freedom to exchange with foreigners and to compete 
in markets, quality of regulations and institutional strength…

▶The Economic Freedom Annual Report is the measurement of economic freedom, 
ranking countries based on five areas: size of government, legal structure and security 
of property rights, access to sound money, freedom to trade internationally, and 
regulation of credit, labor and business. The report compares 165 countries and 
territories

Michel H. Bouchet/SKEMA-CIFE 2026 27

FRASER INSTITUTE’S ECONOMIC FREEDOM WORLD MAP

Michel H. Bouchet/SKEMA-CIFE 2026 28
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HERITAGE FOUNDATION: INDEX OF ECONOMIC FREEDOM

▶Economic freedom = absence of government coercion or 
constraint on the production, distribution, or consumption of 
goods and services beyond the extent necessary for citizens to 
protect and maintain liberty itself

▶12 freedoms in 184 countries

▶Broad array of institutional factors determining economic 
freedom: corruption, non-tariff barriers to trade, fiscal burden of 
government, rule of law, regulatory burdens, restrictions on 
banks, labor market regulations, black market activities…

Michel H. Bouchet/SKEMA-CIFE 2026 31

THE HERITAGE FOUNDATION: ECONOMIC FREEDOM INDEX

Michel H. Bouchet/SKEMA-CIFE 2026 32

31

32



07/02/2026

17

CRITERIA OF ECONOMIC FREEDOM
▶ To measure economic freedom and rate each country, the Index is based on 50 independent 

economic variables,  with four key aspects of the economic and entrepreneurial environment:

1. Rule of law,

2. Government size,

3. Regulatory efficiency

4. Market openness

And 12 broad categories of economic freedom:
1. Trade policy, 

2. Fiscal burden of government, 

3. Government intervention in the economy, 

4. Monetary policy, 

5. Capital flows and foreign investment, 

6. Banking and finance, 

7. Wages and prices, 

8. Property rights, 

9. Regulation, and 

10. Black market activity

11. Public Services

12. Government Integrity
Michel H. Bouchet/SKEMA-CIFE 2026
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ECONOMIC FREEDOM: CROSS-COUNTRY COMPARISON

Michel H. Bouchet/SKEMA-CIFE 2026 35

INDEX OF 
ECONOMIC 
FREEDOM

« THE BEST » 

Michel H. Bouchet/SKEMA-CIFE 2026
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INDEX OF 
ECONOMIC 
FREEDOM

2025

« THE WORST » 

Michel H. Bouchet/SKEMA-CIFE 2026
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HERITAGE  
FOUNDATION

INDEX OF 
ECONOMIC  
FREEDOM

Michel H. Bouchet/SKEMA-CIFE 2026
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ECONOMIC FREEDOM

Michel H. Bouchet/SKEMA-CIFE 2026
39

Damned! Hello 
GEGPA students!

How can you 
explain that the US 
Economic Freedom 
Index is worse than 

Chile!

Hello GEGPA 
Students! How can 

you explain that 
Italy’s index of 

Economic Freedom is 
worse than 

Guatemala!?

POLITICAL FREEDOM INDEX

▶Since 1972, Freedom House has published an annual assessment of the 
state of freedom in 195 countries, based on a checklist of questions on 
political rights and civil liberties (Universal Declaration of Human Rights). 
▶A country/territory is awarded 0 to 4 points on each of 25 indicators, for a 

maximum score of 100 points. 
▶These indicators, which take the form of questions, are grouped into the 

categories of Political Rights (0–40) and Civil Liberties (0–60). 
▶The two score totals are then weighted equally to determine a 

country/territory’s status of Free, Partly Free, or Not Free.

http://www.freedomhouse.org/ratings/index.htm 

Michel H. Bouchet/SKEMA-CIFE 2026 40
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FREEDOM IN THE WORLD: SEVEN CATEGORIES

Political institutions

1. Electoral Process: executive and 
legislative elections, and electoral 
framework

2. Political Pluralism and Participation: 
party system, competition, freedom 
to exercise political choices, and 
minority voting rights

3. Functioning of Government: 
corruption, transparency, and ability 
of elected officials to govern in 
practice

Civil liberties

4. Freedom of Expression and Belief: media, 
religious freedom, academic freedom, and 
free private discussion

5. Associational and Organizational Rights: 
free assembly, civic groups, and labor unions

6. Rule of Law: independent judges and 
prosecutors, due process, crime and disorder, 
and legal equality

7. Personal Autonomy and Individual Rights: 
freedom of movement, property rights, 
personal and family rights, and freedom from 
economic exploitation

Michel H. Bouchet/SKEMA-CIFE 2026 41
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Michel H. Bouchet/SKEMA-CIFE 2026

Free countries (87)

▶Australia, Finland

▶Malta, Slovenia

▶Uruguay, Bulgaria

▶Chile, Costa Rica

▶Mauritius, Poland

▶Indonesia, Benin

▶Bostwana, Brazil

Not Free countries 
(47)

▶Cameroon, Congo

▶Haiti, Iran

▶China, Vietnam

▶North Korea, Burma

▶Cuba, Saudi Arabia

▶Syria, Turkménistan

▶Libya, Sudan

▶Somalia

43

FRASER & CATO INSTITUTE: HUMAN FREEDOM INDEX

Michel H. Bouchet/SKEMA-CIFE 2026
44

The index ranks 165 countries and jurisdictions based on 79 indicators of personal, civil and economic freedoms (joint 
project with the Cato Institute in the U.S. and Germany’s Friedrich Naumann Foundation for Freedom)

43
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GLOBAL CONFLICT RISK INDEX

Michel H. Bouchet/SKEMA-CIFE 2026
45

The GCRI covers 22 variables in 6 dimensions 
(social, economic, security, political, 
geographical/environmental, demographic) 
reflecting structural conditions correlated to 
the occurrence of violent conflict. 

The GCRI uses historical data since 1991  to 
forecast conflict risk in the next 1-4 years. 

Conflict risk scores relate to 4 types of conflict: 
(1) Any conflict, (2) State-based conflict, (3) 
Non-state conflict and (4) One-sided violence.

DRMKC - Disaster Risk Management Knowledge Centre

THE MISERY INDEX =
SUM OF INFLATION AND UNEMPLOYMENT 
RATES; A CRUDE METRIC OF PAIN FOR THE 

AVERAGE CITIZEN

PROTESTS HAVE MANY DRIVERS (INEQUALITY, 
CORRUPTION, POLITICAL EXCLUSION) BUT 

HIGH MISERY INCREASES THE RISK OF 
PROTESTS

MISERY INDEX LEVEL SHOULD BE CONSIDERED 
RELATIVE TO RECENT HISTORIC PEAKS

Michel H. Bouchet/SKEMA-CIFE 2026
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UNDP HUMAN DEVELOPMENT INDEX
▶What is development? 

▶MHB = Economic growth + those conditions that make growth sustainable

over the long-term =  

▶Σ life expectancy, education, health, infrastructure, institutions, governance…

Michel H. Bouchet/SKEMA-CIFE 2026
47

HDI

Michel H. Bouchet/SKEMA-CIFE 2026 48
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UNDP: HDI AND THE GLOBAL MULTIDIMENTIONAL POVERTY INDEX

Michel H. Bouchet/SKEMA-CIFE 2026 49

INDEX OF MULTIDIMENTIONAL 
POVERTY

THE POOREST OF THE 
POOREST COUNTRIES ARE 
ALSO THE MOST CORRUPT 

AND INSTITUTIONALLY 
FRAGILE: 

FAILED STATES AHEAD!

Michel H. Bouchet/SKEMA-CIFE 2026
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