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Abstract. Foreign direct investment (FDI) by multinational corporations (MNCs) faces many risks. An
important type of risk is termed “political risk” which arises from operating in different countries with dif-
ferent political climates. Examples of political risks (PRs) that may be encountered by MNCs are confis-
cation, nationalization, and loss of operational freedom.

This paper explained and added a spatial dimension to a framework of PR tying sources, instigators, and
impact of political risk on an MNC. Also, a framework for an effective management of PR is proposed
since this is a function to be carried out by MNCs and it is growing in importance. The components of PR
management are: determining elements of PR and developing an intelligence system; integrating PR
analysis into the MNC’s strategic planning; devising ways or strategies to cope with these PRs.

The paper also, stressed the fact that PR analysis is not treated in Arabic literature although many Arab
business have FDIs. Areas for future research are proposed in the concluding section.






