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Abstract

The theoretical and experimental economic literature raises an
important debate about the relationship between political stability and
economic stability and understanding the mutual impact between them. In
Arab countries, the specificity of this relationship is highlighted, due to the
resulting disparity in the direction of the relationship between political and
economic stability, despite the structural similarity in the nature of their
economies and political systems, which is highlighted by economic crises
and major political events such as the Arab Spring. Therefore, this research
aims to reach academic outputs that measure the impact of political stability
on economic stability and determine the direction of the mutual relationship
for 15 cases in Arab countries, in addition to knowing the reasons for this
disparity in the relationship, for a period in which Arab countries witnessed
many political and economic transformations from 1996 to 2022.

The autoregressive distributed lag model (ARDL- PMG) was used
to estimate the short- and long-term relationship. By building a model that
takes into account the impact of political stability represented by the World
Bank's Political Stability Index on economic stability represented by the
economic growth rate, taking into account the impact of the model's control
variables represented by the corruption control index, population growth
rate, investment rate, and human capital. The causality test was also used
using the Toda-Yamamoto method to understand the causal relationship
between political and economic stability. The results show a long-term
positive impact of political stability on economic stability. The causality test
also shows a bidirectional relationship between political stability and
economic stability. Finally, it was found that political stability is one of the
decisive factors in achieving economic stability in Arab countries, and vice
versa, indicating that improvements in either can enhance the other.

Keywords: Political stability, economic stability, Arab countries, ARDL
PMG, causality, Toda-Yamamoto, GDP growth rate
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