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ABSTRACT

Foreigndirect investment(FDI)playstheroleofanacceleratorfor theeconomicgrowthinhost
countries.Countriesthatprovidethesuitableenvironmenteconomicallyandpoliticallygetahead
in this race. Over the last five years, the weighted importance of sociopolitical variables in the
decision-makingprocesshasincreased.ThecountriesoftheMiddleEastandNorthAfrica(MENA)
region,althoughtheyhaveapotentialtodevelop,areregardedascountrygroupsthathavenotyet
fullyachievedthis.ThisarticlerevealsandinterpretstherelationshipbetweenFDIandsociopolitical
variablessuchaspoliticalrisk,humandevelopmentindex,terrorismriskindex,multidimensional
povertyindex,theruleoflaw,regulatoryquality,andcontrolofcorruption,utilizingpanelregression
analysis.IntheanalysisoftheMENAcountriescoveringtheyears2010-2016,itwasconcludedthat
allindependentvariablesexceptthehumandevelopmentindexandmultidimensionalpovertyindex
werestatisticallysignificantandeffectiveonFDI.
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INTRoDUCTIoN

Foreign direct investment (FDI) is an essential economic activity that provides efficiency in
resourceutilizationontheinternationalplatform.FDI,whichhasbecomeoneofthemostimportant
transnationalactivities inconjunctionwithglobalization, increases thecompetitivepowerof the
investingcountryintheinternationalmarkets.Inthehostcountrythatattractsinvestment,itenables
the increase inproduction,exports, andemployment, thegrowthof thequalifiedworkforce, the
spreadofinnovativemanagementandmarketingmethods,besideseconomicgrowthandtechnological
development.Therefore, thosecountries that importcapitalusuallyprefer typesofforeigndirect
investment.FDIestablishesalong-lastingrelationshipwiththecountryinvested.Hence,itisoutof
thequestionforsuchforeigninvestmentstoabandonhostcountriesinshorttermsandsuddenly.Host
countrieshavetoprovidelegalguaranteestoforeigninvestorstobeabletoattractsuchinvestments.
Governmentstrytoattractlong-termforeigndirectinvestmenttotheircountries,ontheonehand,by
theincentivestheyofferandontheother,byprovidingafavorablepoliticalandeconomicenvironment
(Edwin&Lai,2001).

Foreigndirectinvestment,whichhasbecomeoneofthemostsignificantcross-borderactivities
withtheemergenceofglobalizationtrend,especiallyafterWorldWarII,hasgainedwidepopularity
withregards toenablingefficientdistributionof the limitedresourcesworldwide.Foreigndirect
investmentsactualizedbetweendevelopedcountriesthathadbeenexportingcapitaluntilthe1980s
alsostartedturningtowardsdevelopingcountries,throughvariousincentivemeasuresevolvedafter
thedebtcrisesencountered(Sezgin&Özkan,2015).

Foreign investors pay utmost attention to the issue that the country they will invest in has
economic,social,andpoliticalstability.Foreigncapitalenterprisesstatethatpoliticalsituationof
astateusuallyinfluencestheirinvestmentdecisions.Inmanycases,companiesavoidinvestingor
reinvesting incountrieshavinganunstablepoliticalenvironment (Sabade,2014).Sincepolitical
stabilityisanelementwhichalsoassureseconomicstabilization,itaffectsforeigncapitalinvestments
aswell.Foreigncapitalfirstlooksforsafetyandtrust,andthesefactorsaffectnotonlythesales
revenueandprofitsofthemultinationalinvestorcompanybutalsoitscurrentandfuturepresence
in the internationalmarkets andespecially in the countries entered. In addition to these factors,
bureaucraticobstacles,lackofcoordination,confusionintheauthorization,speculativenews,double
taxationproblem,disruptions in legislation, the immaturityof thecapitalmarket, thealternative
attractivenessofregionalcountries, inadequacies inforeignexchangelegislation,anddifficulties
inprofittransfercanbelisted;however,thesearenotthemainreasons.Technicaldetailsarenot
importantfortheforeigncapitaltocomein.Stability,assurance,andrapprochementsinthematters
ofeconomic,political,psychologicalandmoralvaluesincreasetheattractivenessofacountryto
foreigninvestors(Teli,2014).

Institutionalfactorsandsociopoliticalelementsthatcountrieshaveareindicatorsofeconomic
development.WhendecidingontheFDI,conceptssuchasthelegalsystem,governmenteffectiveness
&bureaucracy,fightagainstcorruption,politicalstability,regionalinternationaltradeagreements,
andprivatizationarealwaystakenintoconsiderationasgeneraltopics.Fromthisfact,theobjective
ofthestudyistodeterminetheeffectsofsociopoliticalfactorsonFDIandtodefinetherelations.
IntheanalysisoftheMENAcountriescoveringtheyears2010-2016,theeffectsofpoliticalrisk,
humandevelopmentindex,terrorismriskindex,multidimensionalpovertyindex,theruleoflaw,
regulatoryqualityandcontrolofcorruptionvariablesonFDIwereexaminedandinterpreted,using
panelregressionanalysis.
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