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POLITICAL RISK ASSESSMENT III 
MEASURING POLITICAL RISK

MICHEL-HENRY BOUCHET
CIFE SEMINAR  ROMA-BERLIN-NICE 2025
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IN SEARCH OF EARLY WARNING SIGNALS OF POLITICAL RISK INCREASE?

Michel H. Bouchet
/SKEMA-CIFE 2025

2

There is no Canari in the 
Coal Mine:

Vix, rating agencies, bond 
yields, CDS… 

All react and overshoot 
EX POST

Gold is a reliable risk 
barometer, though for 

Global Risk turmoil!
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TECHNIQUES TO ASSESS & MEASURE POLITICAL RISK

1. Economic intelligence: in-depth socio-political analysis (Huntington)

2. Checklist approach & Power structure: 

key political forces that affect a country’s risk: 

3. the Prince Model

4. Delphi technique  
▪ establish surveys

▪ collect information and independent opinions

▪ analyze results and make predictions

5. Ratings of country’s political turmoil

6. Consultants on political risks

7. Early warning signals?

Michel H. Bouchet/SKEMA-CIFE 2025 3

1. INFORMATION SOURCES ON POLITICAL RISK: 

THE KEY ROLE OF ECONOMIC INTELLIGENCE

• MIG (UK)
• HISCOX
• PLATUS
• AON

• Global Risk Assessments
• EIU

• COFACE, OPIC & MIGA, EULER
• Howell International
• Control Risks Group: 

www.crg.com 
• WMRC

• Freedom House

• Frost & Sullivan

• US State Department + CIA

• Marsh Crisis Consulting 

• University of Maryland Center 
for Conflict Management

• Muir Analytics (Threat Watch)

• NYA International

• PRS-ICRG

• TAC (France)

Michel H. Bouchet/SKEMA-CIFE 2025 4
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2. POLITICAL RISK ANALYSIS

Mapping out the power structure

and identifying the roots of political legitimacy:

▶ideological & repressive (North Korea, Russia, China)

▶charismatic (Cuba, Venezuela, Nicaragua, Bolivia)

▶economic/financial  (Brunei)

▶authoritarian populism (Thailand, Morocco, Tunisia)

▶ethnic (Ivory Coast, Ghana)

▶religious (Iran)

▶military (Burma, North Korea, Algeria)

▶patron-client relationships (Togo, Congo, Gabon, RCI)

Michel H. Bouchet/SKEMA-CIFE 2025
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3. POLITICAL RISK ANALYSIS: PRINCE MODEL

Frost & Sullivan: William D. Coplin and Michael K. O’Leary of the firm Political Risk Services. 

PRINCE = Probe, Interact, Calculate, and Execute 

Emphasis on the power structure of a nation by identifying key individuals or 
groups that can influence a specific risk outcome: 

destabilization, nationalisation, expropriation...

Political risk forecasting model to produce probability of loss from political 
instability by relating relative importance in decision-making and relative political 

orientation towards radical or incremental change (+/-)

DATA= https://www.cia.gov/library/publications/world-leaders-1/world-leaders-c/cote-divoire.htmlMichel H. Bouchet/SKEMA-CIFE 2025 6
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Positive influence

Negative influence

Ouattara
(12/2010

10-2025

RDR

Gbagbo

Government’s 

Army

IMF

World Bank/IFC
AfDB

FDI

MNCs
Bolloré…

Delmas

IVORY COAST

PDCI

PM Kouadio

French

Treasury

Paris Club

Death 

squadrons

Guillaume 

SORO
China

Aid + FDI
SINOPEC

PM: PDCI

Beugré 

Mambé

« Akan 

ethny)

7

< 0

> 0

A. BOUTEFLIKA
(President 1999-2019)Said BOUTEFLIKA

(President’s brother)
jailed

DRS
(Military Intelligence

 and Security)

A. SELLAL
(Former PM 2014)

2019: President
TEBBOUNE

(Former PM 2017)

Ahmed Gaïd 
Salah EL WATAN

(Newspaper)

SONATRACH
(State-owned 
Oil company)

ALGERIA’s PAST

ALGERIA’s 
FUTURE?

Gen. G. SALAH
Defense Vice-Minister

Chief of Staff 
A. A.Benabderrahmane

(Prime-Minister
RND Party)

YOUTH

Kamel DAOUD
(Writer)

Boualem SANSAL
(Writer)

FLN PARTY

ALGERIA

Michel H. Bouchet/SKEMA-CIFE 2025 8
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Positive influence

Negative influence

Iraq’s chiite

ayatollahs

Youth

Population

25%<16

Liberal/Reformist

Khatami

Conservative President 
Massoud Pezechkian

 Oil Market and

consumption boom

IRAN

New consumerism

“Rafsanjani’s effect”

TV satellite dishes

& mobile 

phone connections

Morality police

“basij”

Council of

86 Guardians

Ali Kkamenei

Totalitarian theocracy

US/Israel  military threat/
Nuclear enrichment 

program

UN Sec. Council’s
12/06 sanctions
+ IAEA watchdog

9

Donald TRUMP

4. QUANTIFYING COUNTRY RISK

Rating, scoring and Ranking: 

▶Can one boil things down to numerical indices, when dealing with 
culture, politics, and ethnic tensions?

▶Problem of “usability” of rankings: number fetishism leads astray by 
focusing on statistical Delphi-based analyses that are often subjectively 
biased, misleading and overly narrow. Lack of insight and qualitative 
research? (www.useit.com Jakob Nielsen)

Michel H. Bouchet/SKEMA-CIFE 2025 10
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QUANTIFYING COUNTRY POLITICAL RISK

Overall
Country

Risk
Rating

Political
Risk

Rating

Spill-over
Risk

Rating

25%

65%

Political Factors

Political factor A

Political factor B

Political factor C

Financial Factors

Financial factor A

Financial factor B

Financial factor C

Weights

30%

50

20

Weights

30%

40

30
Transfer

Risk
Rating

10%
Regional factors

Michel H. Bouchet/SKEMA-CIFE 2025
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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 (25%)
14. Institutional Investor
15. IMD
16. ICRG-PRS
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. DEFI-SKEMA-CIFE

12
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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 2025
13

GLOBAL PEACE INDEX (INSTITUTE FOR ECONOMICS AND PEACE)

MHB-Skema-CIFE 2025

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

13
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https://solability.com/the-global-sustainable-competitiveness-index/the-index/governance-capital
https://solability.com/the-global-sustainable-competitiveness-index/the-index/governance-capital
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GLOBAL PEACE INDEX: INSTITUTE FOR ECONOMICS AND PEACE 

MHB-Skema-CIFE 2025

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

MHB-Skema-CIFE 2025
http://www.visionofhumanity.org/sites/default/files/Global%20Peace%20Index%20Report%202016_0.pdf

15
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MHB-Skema-CIFE 2025

Arab Spring?

Syria?

Lebanon?

Ukraine?

Brazil?

South Africa?

Mexico?

MEASURING 
GOVERNANCE TRENDS 

IN AFRICA
MO IBRAHIM 

FOUNDATION 12/2024

MHB-Skema-CIFE 2025
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THE FRAGILE STATES INDEX (FUND FOR PEACE)

MHB-Skema-CIFE 2025

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…
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KEY FEATURES OF FAILED AND FRAGILE STATES

MHB-Skema-CIFE 2025

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

MHB-Skema-CIFE 2025
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MHB-Skema-CIFE 2025

70

90

110

130

150

170

190

0 10 20 30 40 50 60 70 80 90 100

State Failure and Human Development-HDI 

MHB-Skema-CIFE 2025

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!

23
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MHB-Skema-CIFE 2025

DEMOCRACY INDEX  (EIU). 
IS AFRICA PRONE (OR DOOMED) TO ENDLESS CYCLES OF COUPS D’ÉTAT? 

MHB-Skema-CIFE 2025

25
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THE INTERNAL VIOLENCE INDEX (FERDI)

MHB-Skema-CIFE 2025

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

THE INTERNAL VIOLENCE INDEX

MHB-Skema-CIFE 2025
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THE DEFI-CIFE GLOBAL GOVERNANCE INDICATOR 2024-25

MHB-Skema-CIFE 2025

© Australian Bureau of Statistics, GeoNames, Microsoft, Navinfo, Open Places, OpenStreetMap, TomTom, Zenrin
Powered by Bing

124

89

97

38

72

12

33

1…

114

42

39
53

69

95

23

111

21

54

123

90

109
92

43

17

96

34

106

88

78

27

102

19

47

130

126

56

50

61

118

77

1…

DEFI-CIFE Global Governance Meter 2025 (130 EMCs)

1 65,5 130

Rank

MHB-Skema-
CIFE 2025

29

30



09/05/2025

16

THE DEFI-CIFE GOVERNANCE 
BAROMETER

MHB-Skema-CIFE 2025
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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 2025 32
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THE HERITAGE FOUNDATION: ECONOMIC FREEDOM INDEX

Michel H. Bouchet/SKEMA-CIFE 2025 33

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 2025
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Michel H. Bouchet/SKEMA-CIFE 2025
35

ECONOMIC FREEDOM: CROSS-COUNTRY COMPARISON

Michel H. Bouchet/SKEMA-CIFE 2025 36
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INDEX OF 
ECONOMIC 
FREEDOM

« THE BEST » 

Michel H. Bouchet/SKEMA-CIFE 2025
37

INDEX OF 
ECONOMIC 
FREEDOM

2025

« THE WORST » 

Michel H. Bouchet/SKEMA-CIFE 2025
38

37
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Michel H. Bouchet/SKEMA-CIFE 2025
39

ECONOMIC FREEDOM

Michel H. Bouchet/SKEMA-CIFE 2025
40

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!?

39
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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 2025 41

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 2025 42
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Michel H. Bouchet/SKEMA-CIFE 2025

43

Michel H. Bouchet/SKEMA-CIFE 2025

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

44
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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 2025 45

FRASER INSTITUTE’S ECONOMIC FREEDOM WORLD MAP

Michel H. Bouchet/SKEMA-CIFE 2025 46
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Michel H. Bouchet/SKEMA-CIFE 2025
47

Michel H. Bouchet/SKEMA-CIFE 2025 48
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FRASER & CATO INSTITUTE: HUMAN FREEDOM INDEX

Michel H. Bouchet/SKEMA-CIFE 2025
49

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)

GLOBAL CONFLICT RISK INDEX

Michel H. Bouchet/SKEMA-CIFE 2025
50

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

49
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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 2025
51

UNDP HUMAN DEVELOPMENT INDEX
▶What is development? 

▶ 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 2025
52
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Michel H. Bouchet/SKEMA-CIFE 2025 53

UNDP: HDI AND THE GLOBAL MULTIDIMENTIONAL POVERTY INDEX

Michel H. Bouchet/SKEMA-CIFE 2025 54
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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 2025
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