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Preliminary Notes

ON THE ARAB COUNTRIES AND “THE MIDDLE EAST
AND NORTH AFRICA” (MENA)

In the following pages, “Arab” refers to the member states
of the Arab League (with the exception of the Union of the
Comoros, Djibouti, and Somalia). These countries are called
“Arab” because Arabic is their main language of
administration, communication, and instruction. Thus
“Arab” and “Arabic” are, here, geopolitical and linguistic
terms (whence also the occasional reference to the “Arabic-
speaking region”); neither is in any sense an “ethnic”
description. Non-Arab groups comprise a significant
segment of the populations of these countries, notably the
Amazigh in North Africa (Maghreb) and the Kurds in the
Middle East (Mashriq). They have taken an active part in
the uprisings in the region.

Several international institutions whose studies and
statistics are copiously cited in the present book focus on a
group of countries they call “Middle East and North Africa”
(MENA or the MENA region). In addition to the countries
identified above, MENA includes Iran. When data limited to
the Arab states are lacking, data for the MENA region have
been used.

All the figures published in this book are original; the
sources of the data used in making them are indicated.



ON TRANSLITERATION OF ARABIC

The method adopted for the transcription of Arabic words
and names in the Latin alphabet is a simplified version of
the transliteration system in use in specialized literature;
the aim is to make it easier for nonspecialists to read the
text, while allowing the knowledgeable to recognize the
original Arabic. Special characters and diacritical marks
have been avoided, except for the inverted apostrophe
representing the Arabic letter ‘ayn. The common spellings
of the names of the best-known individuals have been
retained. Finally, when Arabs have published in European
languages, their own transliteration of their names in Latin
letters has been respected, as has, in the citations, the
transliteration of Arabic names in the form in which it
occurs in the original.



Introduction: Uprisings and Revolutions

“The people want!” This proclamation has been and still is
omnipresent in the protracted uprising that has been
rocking the Arabic-speaking region since the Tunisian
episode began in Sidi Bouzid on 17 December 2010. In
every imaginable variant and every imaginable tone, it has
served as the prelude to all sorts of demands, from the now
famous revolutionary slogan “The people want to
overthrow the regime!” to highly diverse calls of a comic
nature—exemplified by the demonstrator in Cairo’s Tahrir
Square who held high a sign reading: “The people want a
president who doesn’t dye his hair!”

“The people want . . .” first emerged as a slogan in
Tunisia. It echoes two famous lines by Tunisian poet Abul-
Qacem al-Shebbi (1909-34) inserted in the country’s
national anthem:

If the people want life some day, fate will surely grant
their wish Their shackles will surely be shattered and

their night surely vanish. 1

The coming of the day of reckoning expressed in this
collective affirmation that the people want, in the present
tense—that they want here and now—illustrates in the
clearest possible way the irruption of the popular will onto



the Arab political stage. Such an irruption is the primary
characteristic of every democratic uprising. In contrast to
the proclamations adopted by representative assemblies,
such as the “We the People” in the Preamble to the
Constitution of the United States, here, the will of the
people is expressed without intermediary, chanted at lung-
splitting volumes by immense throngs such as those that
the world has seen packing the streets of Tunisia, Egypt,
Yemen, Bahrain, Libya, Syria, and many other countries
besides.

The use of the term “revolution” to qualify the upheavals
under way in the Arab region has nevertheless been, and
continues to be, hotly debated and stoutly contested, even
in those victorious cases in which the people have
succeeded in ridding themselves of an oppressive tyrant.
The more neutral term “uprising” has been used in this
book’s subtitle not only to avoid settling the debate on the
cover, but also because the word “revolution” has more
than one sense.

The Arab region has unquestionably witnessed
uprisings. Indeed, it has witnessed the whole gamut of
what that word designates, from outpourings of
demonstrators to armed insurrections. The Arabic term
intifada, which the Palestinian population of the territories
occupied by Israel in 1967 has added to the international
lexicon, covers the same semantic range. The Arabic term
thawra also has a broad range of meanings: derived from
the verb thara (to revolt), it originally corresponded more
closely to the idea of revolt than to that of revolution. Thus
thawra is accurately translated in the familiar English
names of other events that have shaken the Arab region:
the Great Arab Revolt of 1916-18, the 1920 Revolt in Iraq,
the Great Syrian Revolt of 1925, and the Great Palestinian
Revolt of 1936. For the same reason, insurgents, rebels,
and revolutionaries alike are called thuwwar in Arabic.



Farsi, together with the languages it has most deeply
influenced, has for good reason settled on the Arabic term
inqgilab (overturning) to translate the Western concept of
revolution. In Arabic itself, however, inqgilab has come to
mean “coup d’état,” whereas thawra means not just revolt,
but also revolution—in the sense of a radical upheaval
including, at the very least, a change in the political regime
accomplished in ways that violate existing legality. These
diverse semantic developments can help us bring out the

imprecision of the terms in our own ordinary lexicon.2

The concept of revolution generally evokes, in Western
languages, a movement in which the people seek to
overthrow the government from below, although a
“revolution” need not lead to the use of arms. A coup
d’état, in contrast, is the work of a faction, usually
originating in the army, which seizes power at the pinnacle
of society, always by force of arms. It so happens that the
history of the Arab region is dotted with coups d’état that
were unquestionably revolutionary, in that they culminated
in profound transformations of political institutions and
social structures. To cite just one example, the 23 July 1952
coup of the Free Officers led by Gamal Abdel-Nasser
unquestionably led to a transformation of Egypt much more
radical than anything that has so far resulted from the
Revolution of 25 January 2011.

The 1952 coup led to the overthrow of a dynasty, the
abolition of the monarchy and parliamentary regime, the
creation of a republican military dictatorship, the
nationalization of foreign assets, the subversion of the old
regime’s property-holding classes (big landed property,
commercial and financial capital), a major drive to
industrialize, and far-reaching progressive social reforms.
These changes certainly better deserve to be called a
“revolution” than do the results of the uprising set in
motion in January 2011, which so far (at the time of



writing) has led only to the overthrow of the small clan that
dominated the state, and the democratization of the
semipresidential regime, pending a change in the
constitution by means that seek to maintain juridical
continuity with the old institutions.

Indeed, we might go so far as to say that the passive
counterrevolution led by Anwar al-Sadat after Nasser’s
death on 28 September 1970 also brought about deeper
socioeconomic changes than those seen in Egypt since the
downfall of Hosni Mubarak on 11 February 2011. Yet the
immense uprising that began on 25 January 2011
constitutes a bursting of the masses onto the political stage
that had no precedent in the very long history of the land of
the pyramids. Hence it has, beyond the shadow of a doubt,
set a revolutionary dynamic in motion. It is too soon to
pronounce on the consequences. The most radical results
of the 1952 coup appeared only many years later. We would
do well to bear that in mind.

In this sense, it takes no extraordinary acumen to
identify, from the outset—from the very first hours of its
existence—a revolutionary dynamic, like the Duke of La
Rochefoucauld-Liancourt, who, “during the night of July
14-15, 1789”—according to a story that became famous
after Hyppolite Taine retold it—“caused Louis XVI to be
aroused to inform him of the taking of the Bastille. ‘It is a
revolt, then?’ exclaimed the King. ‘Sire!” replied the Duke;

it is a revolution!’”3 If the duke really did make this
remark, he could only have been referring to the rioters’
intentions; they had indeed set out, not to vent their
disgruntlement in an ephemeral revolt, but to have done
with Absolutism once and for all. They plainly had
revolutionary aims, identifiable as such from the moment

they took the Bastille.4
Yet, the intentions of those who rioted on 14 July aside,
no one could then have predicted the ultimate



consequences of the event: whether it would culminate in
radical change or, instead, join the long list of abortive
revolutions demoted to the rank of revolts. We should,
moreover, read the rest of Taine’s narrative and his
description of the uprising, a description typical of the
conservative historian he was:

The event was even more serious. Not only had power
slipped from the hands of the King, but also it had not
fallen into those of the Assembly. It now lay on the
ground, ready to the hands of the unchained
populace, the violent and overexcited crowd, the
mobs, which picked it up like some weapon that had
been thrown away in the street. In fact, there was no
longer any government; the artificial structure of
human society was giving way entirely; things were
returning to a state of nature. This was not a

revolution, but a dissolution.?

This is how conservatives of all stripes (some of those in
the region discussed in this book even proclaim themselves
“progressives” and “anti-imperialists”) defame uprisings
against the despotic regimes with which they identify,
dismissing them as “pure mayhem” when they do not see
them as the fruit of a conspiracy. This does not in the least
alter the fact that the emergence of the people freed from
the shackles of servitude (voluntary or involuntary), the
assertion of collective will in public squares, and success in
overthrowing tyrannical oppressors are the unmistakable
marks of a political revolution.

Beyond the shadow of a doubt, this description applies
to the uprisings in Tunisia, Egypt, and Libya, whereas the
one in Yemen has, so far, yielded only a sorry compromise.
The Tunisian and Egyptian political revolutions have,
nevertheless, left the state apparatuses of the fallen



regimes essentially intact; only in Libya was the old state
machine largely dismantled by a civil war. However, none of
these countries has yet experienced a social revolution, in
the sense of a thorough transformation of its social
structure. Only factions at the pinnacle of the social
hierarchy—big or small, depending on the case—have been
affected. Nowhere has that hierarchy itself been modified.

I myself have, from the first months of 2011, described
the ongoing uprisings as a protracted or long-term
revolutionary process. Such a formulation reconciles the
revolutionary nature of the event with its incompleteness.
It is motivated by two major considerations:

e First is the fact that the revolutionary shock wave
has shaken virtually all the countries in the Arab
region; although it has so far (at the time of writing)
led to a general uprising in only six, it is highly
likely others will follow their example in the months
and years ahead.

e Second is the fact that the political revolutions in
the three aforementioned countries cannot by
themselves eliminate the profound causes of the
explosion that has set the region ablaze; only
profound socioeconomic transformations can do
that.

The very fact that the revolutionary wave that arose in
Tunisia has swept through the entire Arabic-speaking
region shows that its causes are not confined to the
political dimension. They run deeper. This sweep cannot be
due to the linguistic factor alone: where revolution is
concerned, contagion by example occurs only when there is
favorable ground. For a spark to start a conflagration that
spreads from one end of a geopolitical and cultural zone to
the other, there must be a predisposition to revolution.



Given the diversity of the region’s political regimes, logic
suggests we search for underlying socioeconomic factors
which may have laid the common ground for the regional
shock wave. Despotism by itself, moreover, can hardly be
sufficient cause for the outbreak and subsequent success of
a democratic revolution. Otherwise, there would be no
explaining why it triumphed when it did: why 2011, after
decades of despotism in the Arab region? Why 1789 in
France, after a long history of Absolutism and peasant
revolts? Why 1989 in Eastern Europe, rather than, say,
1953-67

If socioeconomic factors are at the very heart of the
Arab uprising, it follows that there are still radical changes
to come. At the very least, they will bring in their wake new
episodes of revolution and counterrevolution in the
countries that have already experienced upheavals, and in
others as well; and they will do so over a protracted period.
After all, while there is a consensus that 14 July 1789 is the
day the French Revolution began, the debate as to when it
ended is still raging (1799, 1830, 1851, or even 1870-5).
The French Revolution lasted, by the most conservative
estimate, more than ten years. The revolutionary process in
the Arab region will soon pass the two-year mark. It is
highly likely that it will go on for many years to come.

These are the things that this book tries to explain. It
does not seek to recount the histories of particular
uprisings; there are several accounts about each of them
already. In the years ahead, these accounts will surely be
joined by innumerable other works written with the benefit
of hindsight, after the dust of events has settled and the
archives have been sifted through. Because the
revolutionary process in the Arab region is still under way,
and long will be, any chronicle that strives to be up-to-date
risks being outstripped by events even before it comes off
the press. This book proposes, rather, to analyze the



dynamics informing events, to scan their horizon and draw
their significant lessons. It is a radical exploration of the
Arab uprising in both senses of the word. It aims to identify
the deep roots of the uprising; but it is also written with the
conviction that there can be no lasting solution to the crisis
unless those roots are transformed.

Gilbert Achcar
London, 30 October 2012



CHAPTER 1

Fettered Development

At a certain stage of development, the material
productive forces of society come into conflict with
the existing relations of production. . . . From
forms of development of the productive forces
these relations turn into their fetters. Then begins
an era of social revolution.

—Karl Marx, 1859, Preface to A Contribution to the
Critique of Political Economy

When a revolutionary upheaval is not an isolated
phenomenon attributable to specific political conditions in
a particular country, but constitutes a shock wave that goes
beyond the merely episodic to initiate a veritable
sociopolitical transformation in a whole group of countries
with similar socioeconomic structures, Marx’s thesis cited
above takes on its full significance. From this perspective,
the “bourgeois” revolutions at the heart of the Age of
Revolution—from the sixteenth-century Dutch War of
Independence and the seventeenth-century English
Revolution through the long process comprising the French
Revolution to the 1848 European Revolutions sometimes
called the Spring of Nations—appear as a series of
earthquakes triggered by the collision of the two tectonic
plates Marx identified as developing productive forces and



existing relations of production. The latter are represented
by what the author of Das Kapital calls the “legal and
political superstructure,” with the state at its core. These
revolutions accelerated the transformation of the
predominantly agrarian societies of the late feudal period
into societies dominated by the urban bourgeoisie. They
thus paved the way for capitalist industrialization.

A comparable instance of the existing relations of
production blocking the development of the forces of
production was at the origin of the shock wave that,
beginning with Poland in 1980, overturned all the Central
and Eastern European “communist” regimes and
culminated in the 1991 collapse of the Soviet Union
(USSR). This shock wave put an end to the bureaucratic
mode of production of the USSR and Eastern Europe,
undermined by stagnation at its very center, and put a
“market economy” in its place. With that, the process of
capitalist globalization was essentially completed. It has
not been sufficiently stressed just how striking an
illustration of Marx’s thesis this historic turn provides—a
new irony of history, since the overturned regimes claimed
to take their inspiration from his “doctrine.” Yet it was a
Marxist critic of the Soviet regime, Leon Trotsky, who was
the first to predict—in 1936, at a time when the “socialist
fatherland” was posting record growth rates—that the
bureaucratic command economy would ultimately founder

on the “problem of quality.”1 Trotsky thus anticipated the
period beginning in the early 1970s, later named the Era of
Stagnation, which culminated in the collapse of the regimes
descended from Stalinism.

Is what we have been witnessing in the Arab region
since 2011 an “era of social revolution” brought on by a
blockage impeding the development of productive forces? If
so, is this blockage due to factors common to the countries
of the region and specific to them, as in the two historical



cases just mentioned? The question is worth asking, if only
because the tremor running through the region has
affected the whole of it, from Mauritania and Morocco to
the Arab-Iranian Gulf. That, moreover, is why observers
have compared the upheaval under way in the Arab
countries with the shock wave that traversed Eastern
Europe in the 1980s. Yet this upheaval has not—at any rate,
not yet—brought about a radical change in the mode of
production. There seems to be no change on the horizon of
the revolutionary process unfolding today in the Arabic-
speaking region profound enough to invite comparison with
the great upheaval that ultimately integrated the
“communist” countries into globalized capitalism.

Whereas the European upheaval of the 1980s resulted
from a crisis at the very heart of the bureaucratic mode of
production, the crisis in the Arab region affects only one of
the peripheral zones of today’s globalized capitalist mode
of production. Hence it cannot, by itself, be regarded as a
manifestation of a general blockage of this mode of
production, nor even—since capitalism continues to
generate development in other peripheral zones—a
blockage confined to the capitalist periphery. Indeed, even
if the crisis currently besetting the highly developed
economies central to the world system (the European
economies, above all) eventually proves to be the
expression of an insurmountable blockage leading to
sociopolitical upheaval, the coincidence of this crisis with
that rocking the Arabic-speaking region can hardly be
interpreted in terms of cause and effect.

The fact that the crisis in Arab countries is clearly
limited to them as far as its peculiar modalities are
concerned plainly shows that specific factors are at work. It
is neither a symptom of the general crisis of globalized
capitalism, nor even a symptom of the crisis of
“neoliberalism,” the dominant management mode in the



current phase of capitalist globalization. To identify the
specific factors at work, we must compare the Arabic-
speaking region with others on the periphery of the world
economic system—particularly the countries of the Afro-
Asian group of which the Arab region is a part.

Nevertheless, Marx’s paradigmatic thesis on revolution
should not be ignored when explaining the ongoing
upheaval in the Arab world. Simply, we have to derive
variants that are less sweeping in historical scope: the
development of productive forces can be stalled, not by the
relations of production constitutive of a generic mode of
production (such as the relation between capital and wage
labor in the capitalist mode of production), but, rather, by a
specific modality of that generic mode of production. In
such cases, it is not always necessary to replace the basic
mode of production in order to overcome the blockage. A
change in modality or “mode of regulation” does, however,
have to occur.

Such changes do not necessarily presuppose social or
even political revolutions. They can result from economic
crises that induce the economically dominant class to
change tack. Capital has negotiated more than one such
turn in the course of its history. Both the 1930s Great
Depression, followed by World War II, and the generalized
recession of the 1970s precipitated sharp changes of tack,
leading in two diametrically opposed directions. Certainly,
the social balance of forces entered into the equation in
both cases: the workers’ movement was strengthened by
the first crisis, weakened by the second. But these were not
periods of social revolution or counterrevolution in the
proper sense.

These changes in the management mode occurring
within a basic continuity of capitalist relations of
production illustrate, in some sense, another of Marx’s
theses. He presents it shortly after the passage in the 1859



Preface to A Contribution to the Critique of Political
Economy that serves as the epigraph to this chapter:

No social formation is ever destroyed before all the
productive forces for which it is sufficient have been
developed, and new superior relations of production
never replace older ones before the material
conditions for their existence have matured within the

framework of the old society.2

Yet there also exist situations in which the development
of productive forces is held back, not by a “simple” crisis in
regulation or management mode, but by a particular type
of social domination, one sustaining a specific variant of the
generic mode of production. In such cases, the blockage
can be overcome only if the dominant social group is
overthrown, that is, only by a social revolution. Yet that
revolution will not necessarily precipitate a radical change
in the mode of production. We may here make use of Albert
Soboul’s definition of “revolution” as a “radical
transformation of social relations and political structures

on the basis of a renewed mode of production,”3 as long as
we admit that such renewal may be limited to a profound
change in the modalities of a mode of production, with no
accompanying change in the generic mode itself.

For capitalist development can be blocked by a distinct
configuration of dominant social groups sustaining one
particular modality of capitalism, rather than by the
general relations of production between wage laborers and
capitalists and the attendant property relations (private
ownership of the social means of production). Later we will
discuss the conditions under which such a blockage can be
overcome, as well as the social dynamics that may
accompany that process. What matters for present
purposes is the blockage itself. We must therefore first



determine whether, in the case at hand, such a blockage
exists.

THE FACTS

The most frequently cited indicator of economic
development—in the sense of growth, considered without
regard to other aspects of human development—is an
increase in gross domestic product (GDP), both in absolute
terms and also relative to the size of the population. This
indicator is, of course, very much open to discussion (a
point to which we will return), but it does provide some
idea of the relative development of the production of goods
and services: its growth over time as well as variations in
the pace of development in the various countries and
regions of the world.

It so happens that, of all the regions still referred to as
the Third World, the Middle East and North Africa (MENA)
region is the one facing the most severe developmental
crisis. After the 1960s, when most of this region’s
economies were dominated by the public sector in line with
a state-led developmentalist perspective, the 1970s saw the
inauguration and gradual extension of policies of infitah
(opening), the name then given to economic liberalization
in the Arabic-speaking region. Infitah went hand in hand
with public-sector privatization and an erosion of social
gains. Certain MENA countries, notably Egypt, thus pre-
figured the “structural adjustment programs” that would be
imposed on the whole planet from the 1980s onward in the

framework of neoliberal deregulatiom.4
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The available data plainly show that the two decades
between 1970 and 1990 saw stagnation in per capita GDP
in MENA: the GDP’s per capita average annual growth rate
(at constant prices in local currencies) was even slightly
less than nil. Although that growth rate became positive
again in the two following decades, it remained at levels
well below—fifty percent below—the average rate of
increase in developing countries (Fig. 1.1).

It goes without saying that the regional average masks
disparities between individual cases. But the fact remains
that most of the positive performances in the 1970-90
period were inferior, or at best equal, to the average
performance in developing countries. Egypt was set apart
from the other countries in the region with an average
annual rate of 4.1% in 1970-90; this growth rate,
substantially higher than that posted by the other MENA
countries, was fueled by Egypt's rising oil revenues,
remittances from migrant Egyptians working abroad, aid
grants from oil monarchies and Western powers, and the



expansion of tourism. (All these factors, combined with
compensation for the nadir due to the October 1973 war,
explain the 1976 apogee.) In 1990-2010, however, Egypt’s
growth rate fell to 2.7%, despite exceptional performance

from 2006 to 2008 (to which we will return).5 For the forty
years under consideration, Egypt's per capita GDP
exhibited a declining trend line (Fig. 1.2).
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World Bank)

It is not unreasonable to suppose, of course, that
MENA's poor results in per capita GDP find their
explanation less in exceptionally slow economic growth
than in exceptionally rapid demographic growth. It is
indeed true that the region’s average population growth
rate was the world’s highest in the 1970-90 period, thanks
to the growth spurt in the population owing to 1960s social



reforms and health care sector investment. Population
growth was, however, stabilized in 1990-2010 at a level

lower than sub-Saharan Africa’s (Fig. 1.3).6 It was still 17%
higher than in Southern Asia in the same period. However,
GDP per capita growth was 47% lower in MENA than in
Southern Asia (see Fig. 1.1).

Let us also point out that the average annual population
growth rate in Arab countries—2.2% in 2010, according to
the World Bank’s World Databank—has been driven upward
by the unusually high figures of certain oil monarchies
whose population growth is to a great extent due to the
importation of migrant labor. In 2010, all the countries
represented in the Gulf Cooperation Council (GCC) showed
average population growth rates above the Arab average;
they ran from 2.4% for the Saudi kingdom to 9.6% for
Qatar, with 2.6% for Oman, 3.4% for Kuwait, 7.6% for
Bahrain, and 7.9% for the United Arab Emirates (UAE). For
the other MENA countries, again in 2010, the rates were,
according to the same source, Lebanon, 0.7%; Morocco and
Tunisia, 1%; Algeria and Libya, 1.5%; Egypt, 1.7%; Syria,
2%; Jordan, 2.2%; Mauritania, 2.4%; Sudan, 2.5%; Iraq,

3%: and Yemen, 3.1%.7
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FIGURE 1.3 Average annual population growth rate (%). (Source: UNICEF)

It should also be noted that MENA GDP growth figures
over the four decades in question have in large measure
been determined by the sharp fluctuations in oil prices
during this time, since oil is the region’s main export.
Nevertheless, the variation in the real prices of crude oil—
which soared between 1973 and 1981, then fell until 19860,
only to increase again from 1988 onward—cannot explain
the negative balance of the years 1970-90. Similarly, the
steady but slight decrease in the prices of crude until 1998
and a new dip in 2008 did not suffice to counterbalance the

hefty increase from 1998 to 2008.8

We can verify that the MENA region’s especially poor
performance does not just reflect the vicissitudes of oil
markets by looking at the years 2000-8, during which oil
prices rose spectacularly. The real price of crude (in 1973
US$) went from $7.99 in 2000 to $16.04 in 2008; that is, it
more than doubled (more precisely, it soared from 2005



on).9 Let us compare the total GDP average annual growth
rates of the various developing regions of Africa and Asia in
2000-8 (Fig. 1.4).

The result is surprising. MENA's growth rate is not
merely far lower than South Asia’s and East Asia’s, it is
below even that of sub-Saharan Africa. This comparison of
total GDPs also neutralizes the impact of the demographic
factor on per capita GDP growth, although it is perfectly
legitimate to argue that the latter is the sole valid indicator
of growth. Indeed, underscoring the oil wealth of this
region of the world—richly endowed in both raw materials
and capital, and with no shortage of labor supply, so that it
has the three basic prerequisites for industrialization—
throws the acuteness of the problem plaguing it into even
sharper relief.
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ricure 1.4 GDP average annual growth rate (%). (Source: World Bank)

However, as is well known, GDP has only limited validity
as an index of development as opposed to growth, both
because it fails to take the so-called informal economy into



consideration and because it is hard to measure public
services such as education or health in terms of money.
Moreover, GDP ignores both environmental costs and the

qualitative aspects of the public services just mentioned. 10
To take these aspects into consideration, the United
Nations Development Program (UNDP) has devised a
“Human Development Index” (HDI) of its own. The HDI is,
according to the official definition, “a composite index
measuring average achievement in three basic dimensions
of human development—a long and healthy life, knowledge

and a decent standard of living.”1 1

As measured by HDI, the Arab states were outperformed
by East Asia in the period 1980-2010 (Fig. 1.5), despite the
fact that the Arab region is much richer. The PPP-adjusted
per capita GDP was on average $8,256 in the Arab states in
2009, according to UNDP data, as opposed to $6,227 in

East Asia.l2 (“PPP” stands for “purchasing power parity”:
simply put, a PPP-adjusted dollar has the same purchasing
power in any given country that a dollar has in the United
States.) Similarly, the disparity between the Arab countries’
and South Asia’s performance is, again as measured by
HDI, far smaller than the disparity in wealth between the
two regions (with a per capita GDP at PPP of $3,368 for
South Asia).
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POVERTY, INEQUALITY, PRECARITY

The social situation confronting the Arab region’s
population can be summed up in three words—poverty,
inequality, precarity—ironically reminiscent of the motto of
the French Revolution: Liberty, Equality, Fraternity.

Poverty is, of course, a relative notion, even, or perhaps
especially, when it is a question of expressing it in
numbers. We need only consider how the World Bank
revised its 1993 assessment of poverty in the world in
2005, using a new method to determine purchasing power
parities. Rather like sudden currency devaluations and
revaluations, the new estimates considerably modified the
World Bank’s assessment of many countries’ relative
wealth. Per capita GDP figures plunged dramatically in

some cases and soared in others.13



One of the most striking results of this readjustment was
a radical change in estimates of poverty in some countries.
A good example is the claim that over forty percent of
Egyptians live on less than $2 a day, a figure that has been
endlessly bandied about, even in economic publications,
since the protest movement in Egypt began in January

2011.14 This figure in fact stems from estimates based on
1993 purchasing power parities, which continued to appear
in World Bank publications up to and including its World
Development Report 2008, released in autumn 2007. This
Report still estimated that 43.9% of Egypt’s inhabitants
were living on less than $2 a day, on the basis of a survey
conducted in 1999-2000. In World Development Report
2010, however, the assessment of the number of Egyptians
living on that amount, based on the 2005 parities and a
2004-5 survey, fell to 18.4%. Conversely, the proportion of
the populace living on less than $2 a day in Tunisia went
from 6.6% when 1993 purchasing power parities were
used, to 12.8% when they were replaced by their 2005
counterparts; both figures were based on the same 2000
survey. For a few other countries, such as Morocco and
Yemen, poverty rate estimates were hardly affected.

The radical drop in the figures for Egypt, the MENA
country with the biggest population, merely accentuates
the difference between MENA and other parts of the
developing world as reflected in statistics published by
international institutions. Thus, according to World Bank
data, the percentage of people living in extreme poverty—
that is, under the international poverty line of $1.25 (PPP)
per day—is lower in MENA than in all other developing
regions. In 2008, it was 2.8% in MENA as opposed to 6.5%
in Latin America, 14.3% in East Asia, and a shocking 36%
in South Asia and 47.5% in sub-Saharan Africa. The
percentage of inhabitants living on less than $2 a day was
the lowest in MENA (and Latin America): again according



to the 2008 figures, the rate was 13.9% in MENA and
12.4% in Latin America, compared with 33.2% in East Asia
and the even more appalling rates of 69.2% in sub-Saharan

Africa and 70.9% in South Asia.l®

The fact remains that, according to the same data, the
proportion of people living on less than $2 a day is high in
several Arab countries, even if poverty is very extensive
only in Mauritania, Sudan, and Yemen, as well as among
Palestinians (particularly in Gaza). To restrict ourselves to
countries for which estimates have been made in the last
few years, those living on less than $2 a day make up 14%
of the population in Morocco (2007), 15.4% in Egypt
(2008), 16.9% in Syria (2004), 21.4% in Iraqg (2007), 46.6%

in Yemen (2005), and 47.7% in Mauritania (2008).16 The
fact, for example, that in Morocco, which has the lowest
rate of all the countries just mentioned, one inhabitant out
of seven has to get by on less than $2 (PPP) a day means
that a substantial segment of society lives in poverty.
Morocco’s rate may, to be sure, seem relatively benign
when compared with South Asia’s and sub-Saharan
Africa’s. For the individuals involved, however, dire poverty
is quite as onerous whether they represent one-tenth of the
population or two-thirds of it. Indeed, poverty is even
harder for the poor to accept when it affects a minority,
which must daily be confronted with the sight of
overconsumption and ostentatious luxury.

Yet these figures are highly dubious indicators of
poverty. They are questioned in Arab Human Development
Report 2003, the second in a series published by the UNDP.
It affirms that “the data base on the extent and features of
poverty and income distribution in Arab countries is
extremely weak,” referring to estimates showing that
“poverty in Arab countries is more widespread than is
usually reported in international data bases, particularly
those compiled by the World Bank and the International



Monetary Fund” (IMF).17 Arab Human Development
Report 2009, the fifth report in the same series, points out
that “applying the two-dollar-a-day international line and
the lower national poverty line respectively yields a
virtually identical picture of extreme poverty in the region,”
inferring that “it would be reasonable to expect a
significantly higher percentage of the population at or

below the upper poverty line.”18

The upper national poverty line defines the revenue
needed to obtain both basic nutrition and essential nonfood
items in a given country, whereas people living at the lower
poverty line have to make hard choices between these two
kinds of minimum expenditure. The image that emerges
when we focus on the number of people in the Arab region
living below the “upper” line, which varies between $2.43
and $2.70 (PPP) a day, differs sharply from the one that
appears when we apply the international poverty line of $2
(PPP) a day. According to the UNDP report, poverty rate
statistics for the MENA countries for which such data
(collected between 2000 and 2006) are available are as
follows: 11.33% in Jordan, 23.8% in Tunisia, 28.6% in
Lebanon, 30.1% in Syria, 39.6% in Morocco, 40.9% in
Egypt, 53.9% in Mauritania, and 59.9% in Yemen. The
average rate of poverty for all the countries in question is
39.9%. This is a much higher figure than the 16.9% of
MENA inhabitants supposedly living below the $2 a day

international poverty line. 19

In an enlightening critique of the (under)estimates of
Egyptian poverty in general and poverty in greater
metropolitan Cairo in particular, Sarah Sabry provides one
key to explaining the substantial disparity between the
18.4% of Egyptians living below the international poverty
line according to World Bank statistics and the 40.9% of
those living beneath the line of $2.70 a day according to



national estimates. Sabry calls attention to “the large
percentage of the population, almost 35 per cent, that is
considered to live fairly close to the poverty line” and adds,
“This means that small differences in methodology could
have very large effects on the numbers of poor people in

Egypt.”ZO It should also be noted that it helps explain the
recent jump in the proportion of Egypt’s population living
under the lower national poverty level: from 19.6% in
2004-5 to 25.2% in 2010-11, according to national

statistics.21

It is no wonder that what we have just noted about
assessments of poverty also holds for assessments of
socioeconomic inequalities. In World Bank data on the
latter, figures based on surveys carried out after 2000 are
available for only nine Arab states. In inequality statistics,
Gini coefficients are used to measure inequality in income
or expenditure on a scale running from 0, indicating
absolute equality, to 100, indicating absolute inequality
(one person receives or spends the total amount). The Gini
coefficient for Japan and Sweden, the most egalitarian
countries (in income), are 24.9 and 25 respectively; that for
the Seychelles, the least egalitarian (in expenditure), is
65.8. The nine Arab states are located in a zone of medium
to high consumption inequality, ranging between 30.8 for
Egypt and 41.4 for Tunisia (Table 1.1). These are relatively
average levels in comparison with India’s 33.4 and
Indonesia’s 34, Iran’s 38.3, Turkey’s 39, Nigeria’s 48.8, the
Philippines’ 43, or South Africa’s 63.1, to mention only
countries for which the Gini coefficients bear on
consumption inequality.

Like poverty level data, these data were also challenged
in Arab Human Development Report 2003. Here again,
Egypt is the touchstone for the international financial
institutions’ statistics on Arab states:



Even when field surveys of income and expenditure
(which constitute the basic source for estimates of
income distribution) exist, such surveys suffer from
defects that diminish their credibility, particularly
with regard to the parameters of income distribution,
as a result of bias in the collected data. In Egypt, for
instance, relying on the results of income and
expenditure surveys in the first part of the 1990s
leads to an improvement of the Gini coefficient—i.e.,
income distribution becomes more equal. But this
does not correspond to the overall economic situation,
particularly unemployment and poverty criteria and
the observations made of wealth distribution during
the same period. . . . Labour’s share of the value
added declined from nearly 40% in 1975 to nearly
25% in 1994, which indicates a deterioration of GNP

distribution in favour of wealth returns.22

TABLE 1.1 DISTRIBUTION OF CONSUMPTION

Share of expenditure (%)

Survey Gini Lowest Lowest Second Third Fourth Highest Highest

year index 10% 20% 20% 209% 20% 20% 10%
Egypt 2008 30.8 4 9.2 13 16.4 21 40.3 26.6
Irag 2007 30.9 3.8 8.7 12.8 16.7 22 39.9 25.2
[ordan 2010 35.4 3.4 7.7 11.6 15.7 21.5 43.6 28.7
Mauritania 2008 40.5 24 6 10.4 15.1 21.5 47 31.6
Morocco 2007 40.9 2.7 6.5 10.5 14.5 20.6 47.9 33.2
Qatar 2007 41.1 1.3 3.9 52 35.9
Syria 2004 35.8 3.4 T 11.4 15.5 21.4 43.9 28.9
Tunisia 2005 41.4 2.4 5.9 10.1 14.7 21.3 47.9 32.5
Yemen 2005 37.7 2.9 7.2 11.3 15.3 21 45.3 30.8

source: World Bank, 2012

The inequality estimates available for Arab countries are
all based on the shares of overall consumption accruing to
deciles or quintiles of the population classified according to

per capita expenditure.23 These calculations provide a very



rough idea of social inequalities. Income inequalities are
necessarily much greater than inequalities in consumption,
but it is impossible to determine them in countries lacking
all transparency in this domain. It is even harder to shed
light on inequalities in wealth distribution. Although Arab
Human Development Report 2009 confuses consumption
inequality with income inequality when it calls the latter
“moderate” in the Arab countries, it nevertheless points out
the divergence between this (mistaken) observation and
social reality as experienced and perceived there. It also
underscores the difference between inequalities in income
and wealth:

Despite moderate levels of income inequality, in most
Arab countries social exclusion has increased over the
past two decades. In addition, there is evidence to
suggest that the inequality in wealth has worsened
significantly. In many Arab countries, for example,
land and asset concentration is conspicuous and
provokes a sense of exclusion among other groups,
even if absolute poverty does not increase.
Furthermore, the crowding of the poor in slums
without sanitation, safe water, recreational facilities,
reliable electricity and other services aggravates such
exclusion. These trends, combined with high
unemployment rates, result in the ominous dynamics
of marginalization, visible in the high rates of urban
slum dwellers in Arab cities and towns: 42 per cent in

2001.24

World Bank data indicate that the expenditure of the
10% of the population that consumes the most in all the
Arab countries for which figures are available is 10.4 times
higher, on average, than the expenditure of the 10% that
consumes the least (see Table 1.1). These figures are hardly



credible, even as far as the countries surveyed are
concerned. Let us again take Egypt as our example:
according to the same set of statistics, the bottom decile of
the population has a 4% share of national consumption,
while the top decile has a 26.6% share, that is to say,
consumes (only!) less than 7 times as much. Anyone
familiar with Egypt and Egyptian standards of living,
however, knows perfectly well that the disparity between
the expenditure of the poorest 10%—which lives mainly in
rural areas—and richest 10% is much greater, to say
nothing of income and wealth inequalities. If the World
Bank’s figures were accurate, this would mean that, in a
country in which more than 40% of the population lives on
less than $2.70 (PPP) a day (the upper national poverty
line), while 18.4% lives on less than $2 (PPP) a day (the
upper international poverty line), the richest 10% spends
less than $14 (PPP) a day, on average—that is, $420 (PPP) a
month, or $155 at the market rate that prevailed in

2008.2° That seems highly unlikely.

The reported disparity in consumption levels in Qatar
may seem more credible. According to World Bank data,
the top decile there spends 27.6 times more than the
bottom decile. This disparity will nevertheless seem to fall
far short of the mark to anyone aware both of the wretched
living conditions of the emirate’s most poorly paid Asian
migrant workers, who comprise well over ten percent of
the population and spend less than $75 per month, and, on
the other hand, the frenetically conspicuous consumption
typical of Qatar’s privileged social strata. Moreover, here as
everywhere else, lumping all those in the top decile
together masks the inequality that becomes immediately
evident when we focus on the small percentage of super-
rich at the tip of the social pyramid, whose extravagant
consumption makes them all the more conspicuous.



Qatar is the richest state in the region in per capita
terms. It vies with Liechtenstein and Monaco for the world
title of the state with the highest per capita national
income. Income inequalities between individuals in each of
the Arab countries taken separately are exacerbated by
inequalities in average per capita income between these
countries. Country-to-country disparities are higher in the
Arab region than in any other geopolitical region. They
provide a good reflection of the inequalities that occur on a
world scale, since this region includes countries whose per
capita GDP is considerably above average for the group of
the world’s richest countries, and others whose per capita
GDP is considerably below world middle income (Table
1.2). Per capita GDP in Qatar was 66.6 times higher than in
its neighbor Yemen in 2008. If they were available, the
figures for gross national income per capita, which takes
into account the income that states and their citizens
derive from foreign sources, would display even greater
disparities.

Thus the Arab region, as we have seen, exhibits poverty
and inequality rates that are quite high, although they are
on average lower than those found in other developing
regions in Africa and Asia. But MENA indisputably breaks a
number of world records when it comes to the third
element of our triad, precarity—understood as a
combination of informal labor relations, unemployment,
and underemployment.

TABLE 1.2 GDP PER CAPITA 2008 (CURRENT US$)



Qatar 79,303 Tunisia 3,954

Kuwait 58,383 Jordan 3,922
UAE 42.108 World middle income 3,491
World bigh income 39,631 Iraq 2,867
Oman 22,968 Morocco 2,793
Bahrain 20,813 Syria 2,678
Saudi Kingdom 18,203 Egypt 2,079
Libya 15,150 Sudan 1,401
Lebanon 7.219 Yemen 1,190
Algeria 4,967 Mauritania 1,089
soURCE: World Bank

INFORMAL SECTOR AND UNEMPLOYMENT: THE
BOUAZIZI SYNDROME

Mohamed Bouazizi was the young man who, by setting
himself on fire in Sidi Bouzid, a city in central Tunisia, on
17 December 2010, triggered the revolutionary process
that would spread to the whole Arabic-speaking region in
the space of a few months. He has come to symbolize the
millions of young people too poor to pursue their education
beyond a few years at secondary level. The memorial statue
representing a cart with two handles that was erected on
the main square of his native city as a tribute to his
martyrdom poignantly underscores the fact that his tragedy
originated in his precarious condition as a poverty-stricken
fruit-and-vegetable street vendor.

It takes all the neoliberal complacency of Peruvian
economist Hernando de Soto to be able to claim that
Bouazizi sacrificed himself for the cause of the “free
market.” According to de Soto, “the forces of the market
have come to the Arab world—even if governments didn’t
invite them in. Political leaders must realize that, since



Bouazizi went up in flames and his peers rose in protest,
poor Arabs are no longer outside but inside, in the market,

right next to them.”26 The outrageousness of neoliberal
dogmatism defies the imagination; the suggestion is that to
satisfy the “poor Arabs,” one need only simplify
administrative procedures and make it easier to get
microcredits. One is reminded of the “Great Princess” in
Jean-Jacques Rousseau’s Confessions, who, informed “that
the peasants did not have bread, replied: Let them eat
cake.”
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ricure 1.6 Informality in labor force and employment (%) (latest available figures
in 2011). (Source: Gatti et al.)

Yet the fact remains that the so-called informal sector
—"“informal” because it is not subject to state regulation—
is, overall, smaller in Arab countries than in other
developing regions in Asia and Africa, even if it accounts
for a sizable proportion of those countries’ labor force and
total employment (Fig. 1.6).



It should, however, be noted that the proportion of the
labor force not covered by any form of social insurance
varies considerably from one Arab country to another,
depending on the nature of the state and its socioeconomic
regime. The overall proportion of those not covered in the
region is driven downward by the remarkably low average
of 6.4% of the economically active in the six very tightly
controlled oil monarchies of the GCC; here undeclared
work is a negligible phenomenon (compare the 8.9%
average in developed countries). For the remaining Arab
countries, the proportions range from 34.5% in Libya,
44.5% in Egypt, and 49.9% in Tunisia, through 63.3% in
Algeria, 66.9% in Lebanon, and 67.2% in Jordan, to 80.1%
in Morocco and 82.6% in Syria and peaking at 90% in

Yemen.2” As for the proportion of the self-employed (above
all, peasants and craftspeople) in the active labor force
outside the GCC states, where that, too, is very low (6.2%),
the disparities between Arab states are smaller, varying
between Tunisia’s 24.7% and Syria’s 35.8% (33.2% in

Yemen).28

A recently published World Bank study of the informal
sector in MENA emphasizes the positive correlation
between informal labor and poverty, even hazarding the
paradoxical formulation: “those who can afford to be

unemployed, i.e. those who are relatively better off.”29 The
study likewise points out the correlation between informal
labor and low levels of education, noting that the better
educated generally find work in the public sector or the

most productive private enterprisesSO when they do not
swell the ranks of those seeking employment. Paradoxically,
the fact that income and educational levels are higher in
the Middle East and North Africa than in the other
developing regions of Asia and Africa is responsible for
MENA'’s significantly higher unemployment rates (Fig. 1.7).
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ricure 1.7 Unemployment rate (%). (Source: ILO)

These figures, however, offer a very pale reflection of
the realities of unemployment and underemployment in
MENA. In line with prevailing definitions, the statistics of
the International Labour Organization (ILO) treat as
“employed” all people old enough to work (15 or above)
who, during a brief reference period, such as a week or a
day, “performed some work,” if only for an hour, in
exchange for a wage or salary in cash or in kind or for

profit or family gain in cash or in kind.31 In other words,
both individuals underemployed to various degrees and the
hidden unemployed who, for lack of salaried employment,
join the ranks of the informal sector’s “self-employed” in
order to survive, fall into the category of the “employed” in
this organization’s tables and charts.

As for the unemployed, they are, by ILO definition,
people “seeking work.”32 This criterion is, however, a very

fuzzy one in countries where it is impossible to keep count
of those hunting for a job, since the unemployed are not



systematically registered. In reality, the official MENA
unemployment figures basically reflect the proportion of
those looking for work who fall into this category on a rigid
interpretation of ILO criteria. As is the case everywhere
else as well, these unemployment figures exclude the mass
of people who have renounced looking for a job because
they have no hope of finding one and who are accordingly
relegated to the ranks of the “inactive.” In sum, the official
MENA unemployment figures by no means accurately
reflect the real situation, as observers on the ground agree.

The negative socioeconomic impact of these
unemployment figures is heightened by the fact that Arab
countries are vying with sub-Saharan Africa for the
unenviable distinction of occupying last place in the
international ranking of countries’ social unemployment
coverage: in the Arab states, 97.8% of the unemployed
receive no allocations at all (the corresponding figure for
sub-Saharan Africa is 99.3%). In fact, in most Arab states,
100% of the unemployed receive no unemployment benefit
at all; the sole exceptions before 2011 were Algeria (where
the proportion was 96.1%), Tunisia (97%), Bahrain (65.8%),
and Egypt (the figure is not available, but probably close to

100%).33

Emigration long functioned as a safety valve that made
it possible to absorb a large proportion of regional
unemployment. Since the 1960s, however, its effectiveness
in this regard has appreciably diminished since the
population explosion of recent decades coincided with
restrictions on immigration to Europe imposed as a result
of the crisis of the 1970s, the saturation of the effects of
the two oil shocks of the 1970s and 1980s on immigration
to the GCC countries, and the competition offered by South
Asian immigration to the GCC. Thus the percentage of total
MENA emigrants to total MENA population decreased from
9.5% in 1960 to 3.4% at the beginning of the first decade of



this century: from 14.5% to 5.5% for North Africa (13% to
5.7% for Tunisia) and from 9.3% to 3.3% for the Arab
countries of the Middle East (8.1% to 3.3% for Egypt and

8.7% to 2.4% for Syria).34

With the economic crisis in the West and the political
upheavals in Arab countries, this safety valve has largely
been closed. As for the contribution to GDP that emigrants’
remittances represent, it varies considerably from one Arab
country to the next. In 2004, it was the highest in Lebanon
(25.7%, where, however, it was offset by remittances,
totaling 19.5% of GDP, made by workers who had
immigrated to Lebanon), followed by Jordan (20.4%), the
Palestinian territories of the West Bank and Gaza (15.5%),
Yemen (9.3%), and Morocco (8.4%). It was under 5% in

Tunisia (4.9%), Egypt (4.3%), and Syria (3.5%).3°
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YOUTH UNDEREMPLOYMENT



A major distinguishing feature of MENA unemployment is
that the percentage of those seeking work is substantially
higher among the “youth” (in ILO statistics, “youths” are
people between 15 and 24 years of age) than among
“adults” (people over 24), as is attested by the figures for
2010 (Fig. 1.8). Youth unemployment thus contributes
massively to driving the overall rate upward.
Unemployment rates, it should be noted, exclusively
concern the “labor force,” defined as all those who have
jobs or are looking for them. Thus these rates ignore not
only young people who are not seeking employment
because their social situation allows them to pursue their
education, but also the large number of those who in reality
need to find work but have become discouraged or
resigned. World Bank researchers seem to have recently
discovered this banal and all but self-evident truth, judging
from a January 2011 report by the organization’s Arab
World Initiative: the report ingenuously declares that the
actual number of unemployed youths in the region “could
be much higher [than reported]. Many young people who
are out of school and out of work are not reflected in the

statistics because they are not looking for work.”36

This explains why the labor force participation rate,
which measures the “labor force” as a percentage of the
total population, was in the Middle East in 2010 only 30.3%
for young people between 15 and 24, and in North Africa
only 33.6%. The corresponding figures in South Asia, sub-
Saharan Africa, and East Asia were 41.3%, 53.6%, and
60.3% respectively. This confirms that the rate of

unemployed youth in MENA is exceptionally high.37
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Yet contrary to a pervasive notion very often held out as
a key to explaining the “Arab Spring,” MENA societies are
not particularly young compared with the world’s other
developing regions. More precisely, they are no longer
especially young. They are, today, still younger than East
Asian societies but scarcely younger than societies in sub-
Saharan Africa or South Asia and only just younger than
those in Southeast Asia, as is shown by the percentage of
young people under 25 or under 30 in these regions today
(Fig. 1.9). As for the proportion of adolescents (10 to 19
years of age) in the general population, it was 20% in
MENA in 2010, that is to say, equal to the corresponding
figure for South Asia and lower than the one for sub-

Saharan Africa (23%).38

Thus the MENA youth unemployment rate is plainly
exceptional, and a broad-based age pyramid is not the sole
explanation for this, as proponents of the Youth Bulge

theory would like to believe.39 Formulated in Central



Intelligence Agency (CIA) circles, this rather unoriginal
theory purports to explain how conflicts originate. Graham
Fuller appealed to it in a paper presented at a 1993
conference organized by the CIA's Geographic Resources

Division.#0 His thesis was subsequently taken up and
popularized by Samuel Huntington in his all too well-known

The Clash of Civilizations, which cites Fuller.4! Since then,
it has been cast in outrageously systematic form by the
controversial German sociologist Gunnar Heinsohn, notably
in a 2003 work that has become a best seller in his country

and a handful of others.%2
In an essay published in 2003, Fuller develops his thesis

with respect to the Middle East, his area of expertise.43
However, like a number of other writings disseminated by
the CIA since the 1990s that fall back on the same thesis to
explain zones of sociopolitical turbulence, his essay
attributes unrest and violence not to the high percentage of
young people in and of itself, but to the absence of
mechanisms for the political and economic absorption of
this “bulging” youth population. According to Fuller and his
cothinkers’ analysis, it is for reasons of this kind that
demographic explosions are transformed into political
explosions. The palliatives and remedies prescribed by
Fuller himself, as well as by other researchers working for
the CIA, turn on political liberalization, democratization of
the societies involved, educational reform, and birth
control. These measures do not challenge, at least not
directly, the economic and social order or dependency on
Western powers. They aim, rather, to preserve them in the
long term.

Heinsohn’s provocative thesis, in contrast, is
unabashedly reactionary. In his estimation, young people
tend to become rebellious as their socioeconomic level
rises, so the West would be well advised to stop subsidizing



the populations in question and fostering, by the same
stroke, their demographic growth. Thus Heinsohn cold-
bloodedly advocated, in a Wall Street Journal piece
published during the Israeli forces’ intensive bombardment
of Gaza in January 2009, that the Western states stop
contributing to the United Nations Relief and Works
Agency (UNRWA), created in 1949 to provide relief for

Palestinian 1"efugees.44

Heinsohn’s thesis is as simplistic as it is wrongheaded.
By his reckoning, propensity to violence in a given society
is directly proportional to the percentage of the population
between 15 and 29. However, as we have seen (Fig. 1.9),
people in this age group represent approximately the same
percentage of society from one developing region to the
next, with the exception of East Asia, for which the
disparity with other regions is somewhat (greater.
Comparison of these figures shows that, with respect to
unemployment, what distinguishes the condition of young
people in MENA from that of their peers in other
developing regions is not demographics, but, plainly, the
social and political conditions responsible for an economic
situation thanks to which nearly one- of youth between the
ages of 15 and 24 are, according to official statistics,

looking for work. 4
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FEMALE UNDEREMPLOYMENT

The other major distinguishing feature of MENA
unemployment is the disparity, greater than anywhere else
in the world, between the proportions of men and women in
the “labor force” seeking employment. The percentage of
unemployed women is more than twice that of men in
MENA. It is also twice that of women in sub-Saharan
Africa, the region with the next highest rate of female
unemployment. It is three times that of women in South
Asia and Southeast Asia, to say nothing of East Asia, where
proportionately fewer women than men are looking for
work (Fig. 1.10).

As with young people, the number of unemployed
women represents only a small proportion of all women
without employment. In this respect, too, MENA holds an
unenviable, even more memorable record. Whereas in



2010, 18.5% of Middle Eastern and 16.4% of North African
women in the “active population” were seeking work, only
14.8% and 20%, respectively, of women in those regions
who were old enough to work (15 or older) had a job (Fig.
1.11). When we combine the numbers of employed women
and those seeking employment, it appears that only 18.1%
(in the Middle East) and 24% (in North Africa) of the
women old enough to work were counted as part of the
“labor force,” a particularly low rate, as becomes clear
when we compare it with the rate for men in the two
regions (73.6% and 74.1% respectively) or with the rate for
women in the other developing regions of Africa and Asia
(in 2010, 31.7% in South Asia, 58.6% in Southeast Asia,

64.4% in sub-Saharan Africa, and 66.9% in East Asia).46
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These rates of women without jobs comprise, along with
youth unemployment rates, the other feature distinguishing



MENA from the rest of the world. The demographic
explanation commonly given for youth unemployment
cannot, of course, hold for the high proportion of women
without jobs, since there are not more women than men in
the region (in fact, there are slightly fewer women). Here, a
cultural explanation is most often held out. Unlike the
demographic argument about youth unemployment—we
have seen what that is worth—there is little doubt that a
cultural factor does indeed play a role, albeit to different
degrees in different countries, in generating the
extraordinary female nonemployment rates just noted. In
order to legitimately take it into account in our analysis, we
have to begin by acknowledging that culture is not nature
and that mores and customs are themselves social realities
that vary considerably over time. Suffice it to compare
contemporary with medieval European cultures.

The variety of patriarchal male chauvinist culture
predominant in MENA is not the efficient cause but
overridingly the product of a particularly oppressive system
of male domination that succeeds in reproducing itself the
same way that despotic regimes do, that is, thanks to a
combination of force and consent internalized by way of
what Pierre Bourdieu calls “symbolic violence.” To grasp
this is to understand that culture is not eternal, but that
“the eternal” itself “cannot be anything other than the
product of a historical labor of eternalization.” That is the

term Bourdieu employs in Masculine Domination,47 a work
that offers a useful account of the ideological sources of
domination, although it has been criticized by Western
feminists, notably for underestimating women’s self-
emancipation. Bourdieu adds, in his idiosyncratic style, that
a history of women “which brings to light, albeit despite
itself, a large degree of constancy, permanence, must, if it
wants to be consistent with itself, give a place, and no
doubt the central place, to the history of the agents and



institutions which permanently contribute to the
maintenance of these permanences—the church, the state,
the educational system etc., and which may vary, at
different times, in their relative weight and their

functions.”48

A good overview of MENA women’s economic situation
was provided by a 2004 report for the World Bank put
together by a predominantly female team, advised by
Iranian dissident and Nobel Peace Prize laureate Shirin
Ebadi. Released under the title Gender and Development in

the Middle East and North Africa,49 the report laudably
considers cultural factors to be social factors. Thus it
considers what it calls “the traditional gender paradigm” in
MENA: the fact that the family rather than the individual is
the basic social unit; that the man of the house has the
breadwinner’s role; that a “code of modesty” is imposed on
women; and that a form of inequality perpetuated by the

law gives men advantages in the private sphere.5O This
traditional paradigm, however, should have been
demolished by the same factors that have proven decisive
in other climes. This is what the report calls “the gender
paradox” specific to the region:

MENA’s achievements in many areas of women’s well-
being compare favorably with those of other regions.
Indicators such as female education, fertility, and life
expectancy show that MENA’s progress in those areas
in recent decades has been substantial. Where MENA
falls considerably short is on indicators of women’s
economic participation and political empowerment.
MENA's rate of female labor force participation is
significantly lower than rates in the rest of the world,
and it is lower than would be expected when
considering the region’s fertility rates, its educational



levels, and the age structure of the female
population. 51

TABLE 1.3 GROSS ENROLLMENT RATIO IN TERTIARY EDUCATION (2009)

Algeria 31 Oman 26
Bahrain 51 Qatar 10
Egypt 28 Saudi kingdom 33
Jordan 41 Tunisia 34
Lebanon 53 UAE 30
Mauritania 4 West Bank & Gaza 46
Morocco 13 Yemen 10

SOURCE: UNESCO

This paradox comes at a price, and it is a high one. A
study carried out by two University of Munich economists
for the report just cited calculates the growth differential
associated with gender inequalities, comparing a group of
MENA countries (excluding most of the rich oil
monarchies) with East Asia. It comes to the conclusion that
if MENA had since 1960 enjoyed a rate of female
employment equal to East Asia’s, its per capita GDP in
2000 would have been $2,173 dollars higher (in constant

1996 dollars) than it was that y'ear.52 This finding, which,
of course, provides only a rough order of magnitude
estimate, should be compared with per capita GDP in the
region as a whole, which was, in 2009, only $2,361 (in 1996

dollars, the equivalent of $3,281 in 2011 dollars).23
According to the same study, if MENA had had a female
employment rate equal to East Asia’s only from 1990 on, its
per capita GDP in 2000 would still have been $518 higher,
a very substantial difference.



As the 2004 report quoted above points out, the main
obstacle to female employment in MENA is not situated at
the level of objective factors involving health and
education, the evolution of which has led to a marked
improvement in women’s condition in other parts of the
world. If there is a paradox here, it is precisely because
MENA has seen significant progress in these areas over the
past few decades but has failed to experience the changes
in women’s political and economic roles that have gone
hand in hand with such progress elsewhere.

GRADUATE UNEMPLOYMENT

The third major characteristic of unemployment in the Arab
region is the high percentage of unemployed people who
have completed their tertiary education. The average gross
enrollment ratio in tertiary education in Arab countries—in
other words, the number of those enrolled as a proportion
of the total number of individuals of college age—reached
22% in 2009, considerably higher than South Asia’s and
West Asia’s 13% or sub-Saharan Africa’s 6%, yet lower than

East Asia’s and Pacific Asia’s 28%.24 This rate does, it is
true, vary considerably from one Arab country to the next,
among those Arab countries for which data are available

(Table 1.3).
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Similarly, while the share of graduates in the total
number of the unemployed varies considerably from one
Arab country to the next, depending on the proportion of
graduates in the labor force, the proportion of people with
a tertiary education among the unemployed is everywhere
higher than their proportion in the labor force (Fig. 1.12).

Moreover, the unemployment rates of people with a
tertiary education are rising fast. The data below, compiled

from various national statistics by a Tunisian economist,55
show how the unemployment rate has ballooned in the
three central Maghreb countries over the past twenty to
twenty-five years (Table 1.4). The acute nature of the
problem in Tunisia, exacerbated by regional disparities,
was a major contributing factor to the explosion in that

country. 56



The most common explanation for this rise in the
unemployment rate among graduates is inspired by the
logic of the economic orthodoxy prevailing in international
financial institutions. It is patent that the number of
graduates has been increasing in step with the growth of
the population as a whole, thanks to the democratization of
tertiary education in most of the region in the 1960s. The
increase in graduate unemployment results, the argument
runs, from the mismatch between supply and demand
regarding qualifications.

TABLE 1.4 GRADUATE UNEMPLOYMENT RATES 1984-2010

19841990 2008-2010
Algeria 8.4 (1990) 20.3 (2010)
Morocco 6.0 (1984) 17.7 (2010)
Tunisia 5.3 (1989) 21.6 (2008)

SOURCE: Jaballah

By this very rudimentary logic, college students need
only study the right subjects to resolve the problem—as if
the existing economies already had the capacity to absorb
all those with a tertiary education, if only they had different
qualifications. This logic also postulates that demand
creates supply. But MENA students are apparently not
studying the right subjects, since they are not finding jobs.
Hence they are criticized for majoring in useless subjects at
college, while their governments are criticized for not
channeling them in authoritarian fashion toward the right
majors.

By the same logic, the demand that remains unsatisfied
by locally available supply should lead to the importation of
the qualifications required, or, in other words, to



immigration of graduates from the rest of the world to
MENA. Nothing of the sort is happening. Quite the
contrary: outside the GCC countries, which have indeed
attracted such immigrants because of the absolute
insufficiency of their native human resources (and not
merely because of their human resources’ inappropriate
qualifications), Arab countries are in fact disadvantaged by
the emigration of their graduates; they are victims rather
than beneficiaries of the “brain drain.”

According to the most recent available figures in the
World Bank’s Migration and Remittances Factbook 2011,
figures dating from the year 2000, the emigration rates of
people with tertiary education from MENA to countries
outside the region (essentially, OECD countries) were, for
the countries with the highest emigration levels in relative
terms, 38.6% for Lebanon, 17% for Morocco, 12.5% for
Tunisia, 11.1% for Iraq, 9.4% for Algeria, 7.2% for Jordan,

7.2% for the West Bank and Gaza, and 6.1% for Syria.57
According to a study carried out by the Population Policies
and Migration Department of the League of Arab States,
the overall rate of emigration from all Arab countries of
people who had completed tertiary education had reached
9% in 2000, after increasing an average 8.9% annually

from 1990 on.28 This rate has most probably continued to
rise since 2000. Very many of the emigrants had
qualifications that are sorely lacking in the region. For
example, 2,300 physicians left Syria and 3,000 left Egypt in

the year 2000.29

To account for the high graduate unemployment rate in
MENA, a 2004 study carried out by a World Bank research
team provides an explanation more convincing than the
“mismatch” thesis. “The conclusion that emerges” from this
study, its authors affirm,



is that unemployment in MENA is a phenomenon that
primarily affects young new entrants and women at
the middle and upper ends of the educational
distribution. Thus, the unemployed are essentially
those who would have had a chance at a formal job in
the public sector in the past and continue to have
expectations of acquiring such a job. . . . To survive,
those with no education must either accept whatever
employment is available to them, no matter how
casual, or create their own job. Although they might
be underemployed, they are less likely to be openly

unemployed.60

This is insightful. The authors point out that there exists
an incompressible number of people whom the local
economy is incapable of absorbing, and that this number is
incessantly growing due to the arrival of new people on the
job market. But the more social requirements and
aspirations that unemployed people have, the less they are
inclined to content themselves with slapdash expedients in
the world of the “informal sector”—in other words, to pull
the wool over the eyes of international institutions or
people conducting local surveys, if not to deceive
themselves and those around them by disguising what is in
fact unemployment as undeclared “employment,” “self-
employment,” or even a “microenterprise.”

FETTERS ON DEVELOPMENT

In sum, what is incontestably revealed, both by economic
growth rates, especially when we take demographics into
account, and also by the data on employment and
participation in the labor force, is that a number of factors
are seriously inhibiting development in MENA. The weaker



economic growth is, the less the economy is capable of
absorbing a potential labor force that is expanding in step
with population growth. The underemployment of the
region’s population as a whole indicates, in the clearest
possible way, the extent to which its potential for
development is being thwarted, with an
employment/population ratio well under 50% in 2010:
42.7% (Middle East) and 44.2% (North Africa), as opposed
to rates of 54.9% for South Asia, 66.7% for Southeast Asia,

64.4% for sub-Saharan Africa, and 70.4% for East Asia.01

When Marx talks about relations of production and
property becoming fetters for the productive forces after
serving as forms for their development, he does not mean
just material forces in the sense of the application of
technology. In his view, productive forces also include the
force of human labor, which sets the factors that determine
the mode of production and level of wealth—namely,
science and technology—in motion. The question of the
population held a central place in Marx’s thinking as he
worked on his magnum opus, Das Kapital, especially as it
bore on the basic contradictions of the capitalist mode of
production. In the preparatory manuscripts for Das Kapital
known as the Grundrisse (the first word of their German
title), he develops the idea encapsulated in the 1859
Preface that serves as the epigraph to this chapter:

Beyond a certain point, the development of the
powers of production becomes a barrier for capital;
hence the capital relation [becomes] a barrier for the
development of the productive powers of labour. . . .
The growing incompatibility between the productive
development of society and its hitherto existing
relations of production expresses itself in Dbitter
contradictions, crises, spasms. . . . It is not only the
growth of scientific power. . . . It is, likewise, the



development of the population etc., in short of all
moments of production; in that the productive power
of labour, like the application of machinery, is related

to the population.62

Capitalism is a global mode of production and
accumulation. Accordingly, its major periodic crises and
convulsions manifest themselves on a global scale: the ones
that mark its advance toward a level of development at
which it will find it harder and harder to overcome the
gridlocks inevitably provoked by the logic of profit
informing it. It has so far managed to overcome these
blockages, thanks either to the systematic destruction
caused by wars or to changes in the mode of capitalist
regulation.

As was stressed at the beginning of this chapter,
however, on the regional scale that concerns us here, we
have to deal, not with a manifestation of the contradiction
between the capitalist system and the development of the
productive forces in absolute terms, but, rather, with a
blockage specifically linked to particular capitalist
modalities. We must go on to identify these modalities that,
in a context of unequal development on a world scale, are
inflicting economic growth rates on the Arab region that
are lower than those in other parts of the developing world
—despite that region’s wealth in factors of production
(capital, labor, and natural resources)—and, most
importantly, saddling it with unemployment rates
considerably higher than those found elsewhere.



CHAPTER 2

The Peculiar Modalities of Capitalism in
the Arab Region

Examining the way the average annual growth rate of GDP
per capita has evolved in the MENA region (Fig. 2.1) draws
attention to several facts. This rate is subject to frequent
sharp variation. It depends closely on political events:
nationalization, regional wars (1967 and 1973 Arab-Israeli
wars, 1980-8 Iran-Iraq war, wars that US-led coalitions
waged on Iraq in 1991 and 2003), and so on, as well as oil
price fluctuations. The latter, in turn, correlated with the
recurrent political tensions in the MENA region, the main
exporter of this highly strategic commodity. Yet, since its
1972 peak due to the 1971 nationalizations of oil, and its
1974 and 1976 peaks due to the price surge that followed
the 1973 Arab-Israeli war, the region’s per capita GDP
growth rate has exhibited a clear downward trend, in a
context marked by the dismantling of the state-led
developmentalist model.

In the 1980s, this downward trend was exacerbated by
the “oil glut” that followed the second, 1979-80 oil shock,
which had far more limited consequences than the first.
The increased influence of the oil-exporting monarchies of



the Arab-Iranian Gulf, which, from 1974, suddenly found
themselves with substantially higher petrodollar revenues,
went hand in hand with the introduction of infitah policies
(see Chapter 1) at the regional level by republican regimes
that had previously claimed to be “socialist”: Egypt, Iraq,
and Syria, joined by Algeria late in the decade. (Tunisia
likewise went through a “socialist” phase in the 1960s. As
for South Yemen, it was annexed by North Yemen in 1990-
4.)
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This period, which heralded the global neoliberal turn,
was dominated by the idea that the command economy had
failed to overcome underdevelopment and absorb the
population explosion. The panacea, which before long
would triumph across the board, had it that development



should be based first and foremost on the private sector.
The lessons of the history of capitalism down to the mid-
twentieth century were blithely ignored. The assumption
was once again that the market’s “invisible hand” could
ensure development much more efficiently than the state
planners’ heavy hand. Nothing of that happened in the
Arab region: after the roller-coaster decline of the 1970s,
the 1980s witnessed negative growth rates.
Notwithstanding the pronounced slowdown in population
increase relative to preceding decades, GDP per capita
annual growth has since 1990 hovered between zero and
five percent. So low a range cannot make up for the
accumulated development lag; it confirms the downward
trend that has produced the deplorable results reviewed in
the preceding chapter.

THE PROBLEM OF INVESTMENT

There is nothing mysterious about this low rate of growth.
The decline in GDP per capita growth has gone hand in
hand with a decline in the ratio of investment, or gross
fixed capital formation (construction, transport
infrastructure, and industrial equipment), to GDP (Fig. 2.2).
The curve of these rates for the MENA region shows the
depressive effects of the 1967 and 1973 Arab-Israeli wars,
which were followed by a jump in oil prices and a sudden
increase in infrastructure investment, thanks to the
increase in oil revenues. This increase did not benefit only
exporting countries by boosting their budgetary resources;
importing countries reaped benefits too, in the form of
grants, loans, and direct investments from exporters.
Between 1974 and 1988, MENA registered strong
investment growth, culminating in 1978 in an investment
rate of 30% of GDP. In the wake of the second oil crisis,



precipitated by Iraqg’s 1980 attack on Iran, 1983 saw
another peak in investment growth, up to 28% this time.
Since 1985, however, MENA’s curve has fluctuated within a
narrow range of 19% to 24%, displaying a long-term
downward tendency.
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The contrast with South Asian and East Asian
performances is striking. Although the curve of fixed
investment as a percentage of GDP for South Asia set out
from a much lower level than MENA's in 1969—14% as
opposed to 19.6%—it exhibited an unmistakable rising
trend thereafter, attaining a high of 30.6% in 2007, on the
eve of the world economic crisis, as opposed to MENA’s
23% the same year. As for East Asia’s curve, it was initially
quite close to MENA's (apart from a sharp dip in 1974
following the October 1973 Arab-Israeli war) but diverged
from it after 1983, climbing steadily until it had reached
more than 35% a decade later. After a drop induced by the



1997 Asian financial crisis, the ratio of fixed investment to
GDP in East Asia started rising again at the turn of the
century, climbing back up to 35% by 2004 and approaching
40% in 2009. In MENA, in contrast, it has since 1985
consistently fallen short of 24%.
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With the exception of the six oil monarchies, for which
annual statistics are not included in World Bank data, the
annual growth rate of gross capital formation (including
stocks variation) for the region showed a downward trend
for the four decades between 1969 and the onset of the
global Great Recession in 2007 (Fig. 2.3).

For the countries of the MENA region as a whole, the
annual growth rate of gross capital formation was distinctly
lower than that posted by all other developing regions of
Africa and Asia in the 1990s. It was also distinctly lower



than that of the other regions of Asia in the first decade of
the present century (Fig. 2.4), although the MENA region
was a net exporter of capital at a high rate.

PUBLIC AND PRIVATE INVESTMENT

Two crucially important points emerge when we examine
the ratios of fixed investment to GDP more closely,
comparing the MENA region’s performances here—
excepting, again, the GCC countries, for which World Bank
data are unavailable—with those of “emerging” Asian
regions from 1995 to 2007 (the sole period for which we
have relevant data for all three regions in question). The
first point leaps to the eye: the rates of public gross fixed
investment as a percentage of GDP are much higher in East
Asia, where China is the dominant economy, than in MENA,

notwithstanding their post-2004 decline (Fig. 2.5).1
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East Asia’s very high public investment rates are an
index of the state’s major role in this region, which boasts
the world’s highest economic growth rate, thus belying the
basic assumptions of the neoliberal ideology that has held
sway across the globe for more than thirty years. The fact
is that China can in no sense be seen to illustrate the
success of the export-oriented market economy model. As
was recently pointed out in a special report on the Chinese
economy published in The Economist,

it is investment, not exports, that leads China’s
economy. Spending on plant, machinery, buildings and
infrastructure accounted for about 48% of China’s
GDP in 2011. . ..

A disproportionate share of China’s investment is
made by state-owned enterprises and, in recent years,



by infrastructure ventures under the control of
provincial or municipal authorities but not on their

balance sheets.2

In MENA countries, in contrast, public investment in
production and infrastructure has substantially decreased
since infitah policies were introduced in the 1970s and
neoliberalism was imposed as the standard model here as
in the rest of the world. This decline in state investment
goes hand in hand with the fact that the region exports a
much higher proportion of state funds than the other
developing regions of Africa and Asia (Fig. 2.6).
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To be sure, South Asia has also experienced a steep
relative decline in public investment over the past few
decades: its public fixed investment rate as a percentage of



GDP was even lower than MENA's in the period under
consideration (see Fig. 2.5). South Asia—or, rather, India,
the region’s dominant economy—is likewise held up, with
much greater justification than China, as evidence of the
success of the neoliberal model, since the country has
posted high rates of economic growth in the last few years,
despite the contraction of the state’s economic role. The
reason for this growth is that, in India, private fixed
investment has replaced public investment; the ratio of
private investment to GDP appreciably exceeds MENA's.
Private investment in East Asia, in contrast, was hard hit by
the crisis that befell the region in 1997, with the result
that, from 1997 to 2004, private investment relative to GDP
was lower there than in MENA (Fig. 2.7).

The relative leveling off or decline in MENA public
investment has not been offset by an increase in private
investment. The private sector’s contribution to gross fixed
capital formation in MENA countries (except for the six
GCC monarchies) essentially stagnated between 1982 and
2007, the period for which World Bank data were available
at the time of writing. In that quarter century, the ratios of
fixed private investment to GDP in MENA fluctuated within
a narrow range between 12% and 16%. In contrast, they
rose almost uninterruptedly in South Asia, climbing from
only 9% of GDP in 1982 to 23% in 2007, on the eve of the
international economic crisis. This ratio is nearly 50%
higher than the peak ratio in MENA. As for East Asia,
private investment as a proportion of GDP, after falling to
8.7% in the wake of the 1997 crisis, once again exhibited a
distinct rising trend, reaching 22% in 2010, according to
World Databank, the Great Recession notwithstanding.

Syria provides a good illustration of all that has just
been said. Mohammed Jamal Barout has pointed out that
the accelerated liberalization of the economy under Bashar
al-Assad brought on a record fall in the rate of public



investment, from 13% of GDP in 2005 to 8% in 2008,
whereas the rate of private investments that were
supposed to make up for the slackening public effort
stagnated at 11% to 12%. In the same period, consequently,
the overall rate of investment in the country fell from 25%
to 20% of GDP, whereas the industrial public sector

languished for lack of private buyers.3

Giacomo Luciani and Steffen Hertog lose sight of these
realities when, in a 2010 study of the private sector’s role
in Arab economies, they celebrate the fact that

business now is the main source of capital formation
in the region, or at least on a par with the state, a
radical shift from the 1970s when government capital
formation dominated national investment even in the
“liberal” GCC cases.

While the share of private investment in total GDP
is lower than in other emerging regions, notably East

Asia, it has become much more important over time.%

In support of their claim, the authors cite only 2005-7
data, which is not sufficient warrant for a general
conclusion (see Fig. 2.2 above). Even if we assume that we
would observe an “important” increase in private
investment as a percentage of GDP if data for GCC
countries were taken into account, the significance of that
observation would be seriously undermined by the
ambiguity of the definition of the “private sector” in these
countries. The authors themselves note this ambiguity:

Our interpretation of the Saudi case—which in itself is
the most important, as the Saudi economy is the
largest in the GCC and in the broader Arab region—is
very much contingent upon what exactly we consider



private sector. Key government-initiated and majority-
owned companies such as SABIC, the telephone
company STC, and the electricity company SEC, are
formally private corporations and have private
minority shareholders. Substantively speaking,

however, they fully belong to the public sector.?

The overall state of the private sector in MENA is well
summed up in the 2005 World Bank regional report, due
allowance made for the euphemisms traditionally employed
in documents issued by international financial institutions:

The formal private sector remains underdeveloped in
MENA, still emerging from the culture of decades of
state-led growth and industrialization. On average,
the private sector accounts for less than 50 percent of
GDP in the region. Private sector activity is
concentrated in a small number of large firms that
have benefited from protective policies, along with a
number of microenterprises that account for much of
employment but have little access to formal finance,
markets, or government support programs.

While most of the governments in MENA agree
that the private sector needs to become the primary
engine of job growth, the public sector remains a
major source of job creation. It is estimated to
account for almost a third of employment in the
region, compared with 27 percent worldwide, and 18
percent worldwide excluding China. Public sector
employment ranges from a low of 10 percent of total
employment in Morocco to a high of 93 percent in

Kuwait, and averages more than 70 among the Gce.6



Foreign direct investment (FDI), which had hovered at
very low levels in MENA wuntil the turn of the century,
increased substantially after 2002, peaking in 2008 before
falling off as a result of the economic crisis. Nevertheless,
as the World Bank’s September 2011 regional report points
out, the bulk of this FDI went to the GCC states. It was
concentrated in the Saudi kingdom and the United Arab
Emirates, which together garnered 45% of total FDI in
2003-7 (this was, in part, FDI from other GCC member
states). They were followed by countries with close links to

GCC states, such as Egypt (12%), Lebanon, and Jordan.7
We may generalize the conclusion that Mahmoud Ben
Romdhane draws from the elimination of barriers to FDI in
Tunisia—ranked, be it noted, as one of the economies
offering the best conditions for foreign investment in the
Arab region. “There has been no massive influx of foreign
direct investment to Tunisia,” Romdhane affirms. “FDI has
stagnated, so to speak. It is only because of privatization of
firms formerly in the public sector (cement plants and
telecommunications) and the sharp rise in the international
oil price that significant foreign investment has been

attracted to the country. »8

Taken together, the facts just mentioned and those
discussed in the preceding chapter mandate the following
conclusions: the low per capita GDP growth rates and
record unemployment rates displayed by the MENA region,
despite a slowdown in population growth, are natural
corollaries of steadily declining growth in fixed investment.
For more than three decades now, the overall ratio of gross
capital formation to GDP in the region has exhibited a
distinct downward trend (see Fig. 2.2). At the same time,
the rate of private investment has displayed a cyclical
pattern at a relatively low level since the early 1980s,
confined to a narrow range with a stationary trend.
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On the one hand, these facts suggest that most of the
blame for the lamentable state of the region must be put on
the drop in public investment induced by the change in
economic paradigm at the regional and global levels. This
is well illustrated in Egypt by the correlation between
public investment and total investment (Fig. 2.8), if we
disregard the exceptional 2007-8 jump in private (foreign)
investment in the country, discussed below. On the other
hand, the same facts lead us to ask why private investment
has not climbed from levels too low to offset the withdrawal
of public sector investment, a circumstance that authorizes
Ray Bush to say that “the failure of Arab elites to invest
locally or regionally is the biggest obstacle to sustained

levels of economic growth.”9

All in all, the results of the 1961-5 five-year plan in
Egypt’s “socialist” period under Gamal Abdel-Nasser were
better than those of the Hosni Mubarak era from 1982 on,
after the military and political vicissitudes of the Sadat



years. Moreover, those results were achieved despite the
Egyptian army’s very costly involvement, from 1962, in a
war in Yemen—an involvement that reached its height in
1966 and came to an end after the June 1967 Arab-Israeli
war. Even the American authors of Area Handbook for
Egypt, published in 1976 for use by US “military and other
personnel,” were forced to admit that “in spite of
weaknesses the First Five Year Plan was a good first

effort.” 10

Egypt’s per capita GDP growth rate, 1.7% in 1961, the
year the Nasser regime decreed sweeping nationalizations,
reached a high of 6.5% in 1965, according to World
Databank. This level was attained again and then exceeded
only in 1975-7, as a result of the oil boom and the effect of
offsetting the disastrous rates of the first Sadat years
(1971-4), and again in 1980 and 1982, thanks to the second
oil crisis and the financial support the United States and its
allies extended to Egypt as a reward for signing a peace
treaty with Israel (see Fig. 1.2, Chapter 1). The fact that
the growth rate began rising again from the very low levels
to which it had fallen in 2002 (0.5%), and that it continued
to do so until 2008 (5.3%), was essentially due to
increasing oil prices in this period. It resulted from both
the direct effect of that increase on Egyptian exports and
its induced effects (state or private capital from the oil
monarchies, as well as remittances by Egyptian migrant

workers).11

I demonstrated this in a 2009 critique of the IMF’s 2007
assessment of Egypt’s performance, which it described as
an “emerging success story” due to 2004 reforms “geared
to encouraging the private sector to become the engine of

job-creating growth."12 After refuting that claim, 1
concluded my examination of the IMF’s evaluation as
follows:



Egypt’s prospects are marred by such a high degree
of social and political instability that the “success
story” trumpeted by the IMF and the World Bank
sounds like a very light-hearted tune indeed. . . .
Rather than an unmitigated “success story,” Egypt’s

situation should be regarded as quite worrying.13

It took the Arab uprising to make the IMF realize this
eminently banal truth, obvious to anyone who had not been
wearing blinkers. The admission came from the mouth of
its managing director, Christine Lagarde:

We all learned some important lessons from the Arab
Spring. While the top-line economic numbers—on
growth, for example—often looked good, too many
people were being left out.

And, speaking for the IMF while we certainly
warned about the ticking time bomb of high youth
unemployment in the region, we did not fully
anticipate the consequences of unequal access to
opportunities. Let me be frank: we were not paying
enough attention to how the fruits of economic
growth were being shared.

It is now much clearer that more equal societies
are associated with greater economic stability and

more sustained growth.14

The prescriptions for the Arab region that the
international financial institutions’ “experts” continue to
hawk are nevertheless so hollow as to be cause for
consternation. Thus a World Bank report published in April
2012 informs Arab governments how they can work
nothing short of “employment miracles.” It’s all very
simple: “prudent macroeconomic management, sound



regulation and good governance” and “sound business

regulations, as well as policies that facilitate trade.” 19 The
report does, however, prudently add, putting itself beyond
the reach of Popper’s falsification criterion: “However