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The Kapiszewski Center
for Bridging Cultural Boundaries

The foundation was set up in 2007 with the idea to institute it being born
immediately after the death of the Professor. Friends, colleagues, stu-
dents, and the closest relatives wanted to maintain the memory of Him,
and believed continuation of the work that He initiated to be the best way
to achieve this.

Professor Andrzej Kapiszewski was a mathematician and sociologist
by education, and an expert in politics and culture of the Middle East by
passion. The fact that He was capable of looking at the phenomenon He
examined from the perspective of multiple disciplines, was of profound
significance for His research, as it allowed Him to perceive and analyse
matters that would be invisible to just a single discipline. Born as a result
where the known works on migrations, where migrants become the sub-
ject of research not as much as statistical items, but as members of socie-
ties. Yet, primarily, they are the carriers of the culture of the country they
left, who find themselves in a culturally alien environment, trying to co-
habitate with a culturally different local population. When the local pop-
ulation manifests understanding the situation of the newcomers, cultural
bridges are built, and the society functions smoothly as a whole.

Yet contacts between cultures have not always been of peaceful na-
ture. If it were so, there would have never been the memorable events
that took place in New York’s Manhattan on 11th September 2001. Even



after such an acute confrontation of cultures and civilisations, Andrzej
Kapiszewski believed that the Islam and the West must find understand-
ing, and that such communication was still possible, as there are rational
persons on one and the other side. I heard from Him then: “Now, we will
only have to do more to communicate. Otherwise, we shall die” He was
prompted that by His deep theoretical knowledge, erudition, curiosity of
the world and cultural differences, by the acute sense of observation, and
by the profound experience in communing with other civilisations.

The powerful conviction that dialogue between cultures and civilisa-
tions is necessary must be considered the great message of the scientif-
ic walk of life of Professor Kapiszewski. Actions in support of furthering
this dialogue are now a profound challenge for His friends and Founda-
tion. Dialogue and eagerness to reach understanding and communicate
means survival, spiritual development, and material well-being. In other
words, dialog is the eagerness to live; confrontation — the internal burn-
out, hatred, and eventually destruction.

Yet dialogue does not exist of its own: out of social practice, nor does it
function without our actions and our involvement. Building cultural bridg-
es is an effort as laborious as delicate. Especially when the past of the par-
ties” mutual contacts has been as complex as in the case of the West and
the Islam. Nevertheless, these matters — even the most sensitive — should
be talked about and discussed. It may turn out then that we are not so dif-
ferent, and that the postulated difference to a great extent takes root from
the fact that what we primarily see are the differences, while we fail to per-
ceive the similarities.

Itis to the building of bridges between cultures that the Kapiszewski Cent-
er initiative is to serve by inviting eminent scientists to Krakéw every year,
to lecture on a better understanding of the problems in the antagonised con-
temporary world. The series of lectures (Andrzej Kapiszewski Distinguished
Lecture Series) by eminent experts was opened in 2008 by Professor Mario
Sznajder of the Hebrew University in Jerusalem. His seminar concerned the
painful question of contemporary international relations: the Israeli-Pales-
tinian conflict. In 2009, the lecture was delivered by Professor Eberhard
Kienle, a recognised political scientist and expert in the Arab world. His ad-
dress concerned broadly the relations between politics and economy. In the
context of European history, the connection between these two realms had
the decisive influence on the development of democracy.

The scientific interest of Professor Kapiszewski, and both his doctor-
ate (Stereotype and autostereotype of Americans of Polish Descent. Genesis,
structure, and functions) and higher doctorate (Assimilation and immigra-



tion. Selected problems of ethnic relations in the United States) focused
on American problems. The lecture to commemorate the 3rd anniversa-
ry of Professor’s death in 2010 entitled Cztery role Ameryki — Four roles
of America, delivered Professor Roman KuzZniar, Ph.D., professor of War-
saw University, former head of the Polish Institute of International Affairs
(PISM) and advisor of the President of the State.

Jerzy Zdanowski



The Kapiszewski Center
for Bridging Cultural Boundaries

Fundacja powstata w 2007 r., pomyst jej utworzenia zrodzil si¢ zaraz po $mier-
ci Profesora. Przyjaciele, koledzy, uczniowie oraz najblizsza rodzina chcie-
li zachowac¢ pamie¢ o Nim i uznali, ze najlepsza droga ku temu bedzie konty-
nuowanie rozpoczetego przez Niego dziela.

Profesor Andrzej Kapiszewski byl z wyksztalcenia matematykiemisocjolo-
giem, a z zamitowania — znawca polityki i kultury Bliskiego Wschodu. Fakt, ze
mogl patrze¢ na badane zjawiska z perspektywy wielu dyscyplin mial ogrom-
ne znaczenie dla Jego badan, pozwalal Mu bowiem dostrzega¢ i analizowac
sprawy dla jednej tylko dyscypliny niewidoczne. W rezultacie narodzily sie
znane prace o migracjach, w ktérych migranci stali si¢ przedmiotem ba-
dan nie tyle jako jednostki statystyczne, ile czlonkowie spoleczenstw. Nade
wszystko za$ byli nosicielami kultury kraju wychodzZstwa, ktérzy znalezli sig
w obcym kulturowo srodowisku i starali si¢ wspétzy¢ z odmienna kulturo-
wo ludnos$cia miejscowa. Kiedy ludnos$¢ miejscowa okazywata zrozumienie
dla sytuacji przybyszow — powstawaly kulturowe mosty, a spoteczeristwo
tworzylo gtadko funkcjonujaca calo$é. Kontakty miedzy kulturami nie za-
wsze jednak mialy charakter pokojowy. Gdyby tak byto, nie dosztoby do pa-
mietnych wydarzen na nowojorskim Manhattanie 11 wrzeénia 2001 r. Na-
wet po tak ostrej konfrontacji kultur i cywilizacji Andrzej Kapiszewski wciaz
jednak uwazal, ze islam i Zach6d musza si¢ porozumied; ze jest to mozliwe,
gdyz rozsadni ludzie sa po jednej i po drugiej stronie. Uslyszalem wtedy od
Niego: , Teraz trzeba bedzie tylko jeszcze wiecej robi¢, aby sie porozumiec.
Inaczej zginiemy wszyscy”. Podpowiadaly mu to i gleboka wiedza teoretycz-
na, i erudycja, i ciekawos¢ swiata oraz kulturowej odmiennosci, i ostry zmyst
obserwacyjny, i bogate doswiadczenia w obcowaniu z innymi cywilizacjami.



Silne przeswiadczenie o koniecznosci dialogu miedzy kulturami i cywiliza-
cjami uzna¢ nalezy za wielkie przestanie zyciorysu naukowego Profesora Kapi-
szewskiego. Dzialania na rzecz poglebienia tego dialogu — to z kolei wielkie
wyzwanie dla Fundacji i Jego przyjaciét. Dialog i che¢ porozumienia sie ozna-
czaja przetrwanie, rozwéj duchowy i zasobno$¢ materialng. Dialog to inaczej
che¢ zycia. Konfrontacja — wewnetrzne wypalenie sie, nienawis¢ i ostatecz-
nie destrukcja.

Jednak dialog nie istnieje samoistnie, poza praktyka spoleczna i nie funk-
cjonuje bez naszych dziatan i bez naszego zaangazowania. Budowanie kulturo-
wych mostéw to zmudna i delikatna praca. Zwtaszcza gdy spotykaja sie strony
o tak skomplikowanej przeszlosci wzajemnych kontaktéw, jak jest to w przy-
padku Zachodu i islamu. Niemniej o sprawach tych, nawet najbardziej drazli-
wych, nalezy, a wrecz trzeba, rozmawiac i dyskutowac. Moze wtedy okaze sie, ze
nie jesteSmy tak rézni i Ze postulowana odmienno$¢ bierze sie¢ w duzym stopniu
stad, ze widzimy przede wszystkim rdznice, a nie dostrzegamy podobienstw.

Budowaniu mostéw miedzy kulturami ma stuzy¢ inicjatywa The Ka-
piszewski Center: zapraszanie co roku do Krakowa, w maju — w rocznice
$mierci profesora Kapiszewskiego — wybitnych uczonych w celu wyglosze-
nia wykladu, ktérego tresci beda stuzyly lepszemu zrozumieniu problemoéw
zantagonizowanego wspdlczesnego swiata. Cykl wyktadéw (,Andrzej Ka-
piszewski Distinguished Lecture Series”) wybitnych uczonych otworzyt
w 2008 r. profesor Mario Sznajder z Uniwersytetu Hebrajskiego w Jero-
zolimie. Jego wystapienie dotyczylo najbardziej bolesnego zagadnienia
wspolczesnych stosunkéw miedzynarodowych — konfliktu izraelsko-pa-
lestyriskiego. W 2009 r. wyktad wygtlosil profesor Eberhard Kienle, znany
politolog i znawca §wiata arabskiego. Jego wystapienie dotyczylo — w naj-
szerszym ujeciu — relacji miedzy polityka a gospodarka. W kontekscie hi-
storii Europy zwigzek miedzy tymi dwoma sferami miat decydujacy wplyw
na rozwoj demokracji.

Zainteresowania Profesora Kapiszewskiego i powigzany z nimi Jego
doktorat (,,Stereotyp i autostereotyp Amerykanéw polskiego pochodze-
nia. Geneza, struktura i funkcje”) oraz habilitacja (Asymilacja i konflikt.
Z problematyki stosunkow etnicznych w Stanach Zjednoczonych Ameryki)
dotyczyly problematyki amerykanskiej. W 2010 r., w 3. rocznice $mier-
ci Profesora wyklad z tej dziedziny wyglosil prof. dr hab. Roman KuZniar
(»Cztery role Ameryki”), wykltadowca Uniwersytetu Warszawskiego, by-
ty dyrektor Polskiego Instytutu Spraw Miedzynarodowych, doradca pre-
zydenta RP.

Jerzy Zdanowski

11






Jerzy Zdanowski

The developments in the Middle East in the first months of 2011 ha-
ve gained many names. One of them was “Arab Spring,” the name given
through the analogy to the great uprising in the 19th century Europe aga-
inst despotism, injustice and wrong. People who entered the streets of
Arab cities in 2011, were truly demanding freedom, democracy and justi-
ce. But what really happened in the Middle East? Why Tunisians, Jorda-
nians, Egyptians and inhabitants of other Arab countries marched on the
streets of their cities? Why the blood was spilled? My thesis assumes that
a deep crisis, that societies and economies of the region have had to fa-
ce, lies behind the noble slogans of “Arab Spring” The core of this predi-
cament are the developmental needs which were neglected for years and
accumulated until the inhabitants of the Arab countries said “enough” to
authorities. Is there any chance to address those needs and at the same ti-
me realize the noble slogans of “Arab Spring?”

! Cracow, Collegium Maius, 18 May 2011.



Poor rich Middle East

“Needs, needs, needs” — that is what really can be heard in the Middle
East. People demand “democracy, respect and dignity,” but they have jobs,
decent earnings, access to schools and hospitals in mind. That is how on
February 26, 2011 Dr. Eugene Rogan, director of The Middle East Center
in St. Antony’s College, Oxford, commented on the events in the Middle
East.? It is hard not to agree with this evaluation. Crisis in the Arab Mid-
dle East concerns everything — water, energy, food and job market. Arab
countries import more than a half of the food they need for about 30 bil-
lion dollars a year. Many countries of the region are rich in energy resour-
ces, but the tragedy of Arab economies is that they depend on the prices
of those resources and every growth of those prices lead to even bigger in-
crease in food prices. The World Bank in the diagnosis of the events in the
region in the first months of 2011, pointed in June 2011 to the following
factors: bad management, low income, poverty, unemployment, high pri-
ces, overpopulation, stark social inequalities. Analysts of the World Bank
posed a fundamental question to understand what happened in the Mid-
dle East in 2011: how is it possible that such an enormous outburst of so-
cial dissatisfaction took place exactly when the region started to deve-
lop fast and showed high macroeconomic indicators?® One of hypothesis
explaining that phenomenon is that state institutions have failed to fulfill
their functions. Many other institutions engaged in developmental issues
gave a similar diagnosis. It is paradoxical that the Middle East and North
Africa, having about 66% of world’s oil resources, are among the poorest
regions in the world. Developmental indicators show region’s difficult po-
sition and the fact that it is on the margin of world’s economic processes
for years. Arab Middle East is a region described either as 22 countries
allied in Arab League or a part of MENA (Middle East and North Africa)
region, which very often also encompasses Turkey and Iran. The 22 coun-
tries of Arab League in 2009 were inhabited by approximately 330—340m
people, which is comparable to the number of inhabitants of the USA and
old EU. However, that is the only thing they have in common. Most of all,
it is interesting how poor the Middle East in fact is. Total GDP of MENA
countries (Arab countries and Iran) was estimated at $1189,2bn (inclu-
ding Iran’s $330,6bn) which was less than GDP of Spain ($1464,7bn). One

% See: M. Elliot, Learn to Love the Revolution, “Time” 2011, Vol. 177, No. 9, March 7, p. 24.

3 The World Bank, Conflict, Security and Development. World Development Report 2011, Wa-
shington 2011, p. XI, 2.
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has to admit that an average GDP per capita of a Middle Easterner was
higher ($3594 in 2009) that in other parts of developing world (Sub-Saha-
ran Africa or Asia with China) and abject poverty was not that widespre-
ad (less than $1,25 of income per day), which can be explained by the Mu-
slim tradition of supporting the poor through charity. Nevertheless, one
in five Arabs earned less than $2 per day and in the previous 20 years an
average annual income increase per capita was only 0,5% (at that time it
was 1,3% for the rest of the world). Taking into consideration this last in-
dicator, the Middle East occupied penultimate place just before Sub-Sa-
haran Africa. At this rate of growth, doubling of region’s income will oc-
cur no sooner than after 140 years, while other regions aim at reaching
that aim within next 10 years.*

Poverty and destitution in the Middle East are structural. They are
permanent and inherited in the family from one generation to the other.
The reason for it is the lack of any means of production — a piece of land,
a stall, a sewing machine or a miniscule sum of money to buy raw mate-
rial or goods. In the Egyptian countryside at the end of 1990s, 70% of ara-
ble land was in hands of 20% of farmers. Most of the peasants did not ha-
ve any land. At the end of 1990s there were 26% of Egyptians who literally
had nothing.® They lived on state’s or religious institution’s charity or beg-
ging on the streets.

Demogdraphy

Probably the most important developmental indicator turned out to
be demographic explosion. It is the biggest challenge of the XX century
for the authorities of Morocco, Egypt, Turkey and Iran among others. The
number of inhabitants of the 22 Arab countries, Iran and Turkey grew
from 127 m in 1970 to 305 m in 2005. The rate of population increase was
much faster in the Middle East than in the 19" century Europe. The po-
pulation of Europe has grown back then from 187 m to 400 mm, so mo-
re than 100%, but it lasted a whole century. Between year 2000 and 2005
the population of 18 Arab countries increased by 6m a year, which meant
2,2% birth-rate a year. Such significant growth has brought a demogra-

4See: UNDP, Arab Fund for Economic and Social Development, Arab Human Development Re-
port 2002, New York 2002, pp. 85, 88; The World Bank, Middle East and North Africa Region. 2008
Economic Developments and Prospects. Regional Integration for Global Competitiveness, Washington
2009, p. 145; The World Bank, Middle East and North Africa Region. 2007 Economic Developments
and Prospects. Job Creation in an Era of High Growth, Washington 2007, p. 2; The World Bank, Con-
flict, Security and Development. World Development Report 2011, Washington 2011, pp. 344—345.

> M. Loeve, Social Security in Egypt: An Analysis and Agenda for Policy Reform, “Working Pa-
pers” No. 2024, Cairo: Economic Research Forum for the Arab Countries, Iran and Turkey, 2000, p. 3.
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phic change, reflected by the higher rate of young people in productive
and reproductive age. The number of people in productive age in North
African countries (Egypt, Libya, Algeria, Tunisia, Morocco and Maure-
tania) grew from 45 m in 1970 to 105 m in 2000. In the five remaining
Arab countries — Iraq, Saudi Arabia, Sudan, Syria and Yemen — the incre-
ase was even more significant — from 59 m in 1970 to 146 m in 2000.° In
2006, 76m people lived in Egypt, the most populous Arab country, out of
which almost half was born after president Mubarak took over the power,
that is 1981. Similar tendency could be spotted in other, equally populo-
us countries of the region —Iran (70mm) and Turkey (74mm). In Iran, the
number of residents doubled only during one decade 1976-1986. More-
over, it turned out than in Egypt when birth-rate was dropping in 1990s
it started to grow again after 2000. Two indicators from opposing conte-
xts worked to the disadvantage of limiting birth-rate. On the one hand,
Islamist campaigns against women working professionally. On the other,
employment restructuring as a consequence of economic liberalization
left many women workless and forced them to stay home. The increase of
the population number is connected with the necessity of building new
flats, creating new jobs, providing food and drinking water as well as bu-
ilding transportation infrastructure. Upward tendency remains and the
problem of demography will influence the situation of the region for the
next 20 years at least. The Middle Eastern region has the highest rate of
young people in the world — people under 14 constitute about 38% of the
population, and consequently the overall number of residents will keep
increasing to reach 400m in 2020.

The population of the Arab Middle East has grown five times in the
XX century, and birth rate is still high, standing at 2,3%. It means the
necessity to create new workplaces, produce more food, build new ho-
uses, schools, hospitals. Workplaces are of course the most important.
The area has the youngest population of all the regions in the world. Al-
most % of Arabs are people under 30. The Arab Human Development Re-
port estimated in 2009 that Arab countries should create 51m workplaces
until 2020. The task seems unrealistic today. The more so, as approxima-
tely 12m people, which is 15% of workforce is without work. In 2010 the
number was supposed to grow to about 25m’.

High birth rate is a consequence of the persistence of extended family
model, rooted deeply in Islamic culture, but most of all — a result of huge
Middle East advancements in fighting disease, promoting hygiene, decre-

® Comp.: P. Rivlin, Arab Economies in the Twenty-First Century, Cambridge 2009, pp. 78, 13.
7 Ibidem, pp. 37-38.
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asing infant mortality. In the Middle East in XX century the same chan-
ges occur, which took or take place in other regions of the world: people
live longer and have fewer children. Nonetheless, characteristic for the
Middle East was the fact that decrease of death rate was higher than the
decrease birth rate. As a result, the population number started growing
really fast. If in 1950 73m people lived in 18 countries, then in 1975 this
number grew up to 144m, that is by 97%, and in 2005 — up to 307m?®. The
only way seems to be waiting for family model to change and birth ra-
te curve to fall. However, people, especially young, do not want to wait.

Another issue is the state of education. Although Arab countries, com-
paring to other regions, have higher education and science spending ra-
te, the situation in this area is very bad. In fact, it is the way in which tho-
se resources are spend. The quality of schooling has worsened recently
and a full lack of correlation between education system and market ne-
eds has occurred. Although literacy rate has grown, still 65m adults can-
not write or read. Almost 2/3 of women are illiterate. Roughly 10m chil-
dren do not go to school. The funding of scientific research is only 1/7 of
world’s average.’

What should be the developmental model?

Developmental problems are universal and it is known that there is
no development without contradictions. So, the trick is not to avoid pro-
blems but to solve them in the best possible way. In practice, the problem
boils down to choosing an appropriate developmental strategy and eco-
nomic policy. On the other hand, choosing the model depends on politi-
cal system, which evolved in a given society. From this point of view the
Middle East in XX century went through an evolution from the phase of
capitalist free-market economy in the first part of the 20" century thro-
ugh the stage of socialist centrally governed economy in 1950s and 1960s
to reach the current state of capitalist economy with a strong position of
the country serving as a economic processes regulator. In the first half
of XX century Egypt, Syria, Iraq, Lebanon experimented with a Western
model of democracy and free market. During the interwar period diffe-
rent models of capitalism were introduced in the countries of the region
— from British model of economic liberalism with a strong position of
stock exchange to German model assuming central position of banks in
the economy to French model with country’s interventionism on the ca-

8 [bidem, p. 10.
° Ibidem, pp. 52-53.

17



pital market. Geography of those models did not overlap with political in-
fluence of specific European countries. The German model was adopted
after World War I in Egypt which was under British influence. Similarly
Morocco implemented German model with a strong position of Paribas
bank, although country’s colonial past was bound with France and Spain.
Also in Turkey, during the times of Mustafa Kemal and his chief econo-
mist Cefal Bayar, private sector developed according to German model.
The situation was different in Tunisia, Algeria and Syria, where French
model was predominant. On the other hand, the British model was adop-
ted in Lebanon and Arab countries of the Persian Gulf.*°

In 1950s new people arrived at the political scene — teachers, lawy-
ers, journalists, engineers, doctors, so the so-called “men of the profes-
sion,” who maintained themselves mainly from working for the state. In
the Middle East, his social stratum was called effedijja, from word effendi
(someone respected) which described civil servants. The word itself ori-
ginated from the Ottoman era. Army became the instrument of their ac-
tivity. It performed coups and ousted landed gentry. On the wave of an-
ti-colonial nationalism, important countries of the region Egypt, Syria,
Iraq, Algeria and Tunisia in 1950s departed from the capitalist legacy as
a system of unhampered private entrepreneurship and adopted the mo-
del referring to socialist ideas. It assumed the policy of industrialization
based on familial raw materials and limiting import of manufactured go-
ods. That state’s policy, was supposed to limit dependence on foreign help
and stimulate internal development indicators. At the same time, private
sector barriers in the private sector development were raised and a poli-
cy of solidarity and equality in the sphere of distribution was announced.
The state started to develop social programs for the poorest classes, froze
rents and started to subsidize the production of basic food products. New
model of development gave birth to a new class of state bureaucracy, ma-
naging national property and growing rich out of proportion to the posi-
tion in the production structure. As a consequence, disparities in salaries
between the poorest and power elites grew bigger, which was contrary to
the social assumptions of the accepted development model. As a result of
the fact that basic developmental needs were not fulfilled, crisis of trust
towards authorities and social disorders took place in mid 1970s. At the
end of 1970s, crisis phenomenon in centrally controlled economies be-
came so serious, that power elites started to admit that industrialization
model through import substitution is not working. Tunisia was first to

10 See: Globalization and the Politics in the Middle East, ed. C. M. Henry, R. Springborn, Cam-
bridge 2001, pp. 21-25.
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admit that state of affairs. In that country, the state started decentralizing
economy management in 1970s and adopted the stimulation program of
the private sector and limited the role of governmental agencies in eco-
nomic processes.'!

In Egypt, state social system (that’s what new developmental model in
fact was) was strictly connected with Gamal Naser, Egyptian politician,
who led a coup in Egypt in 1952. The program adopted in 1961 refer-
red to the socialist and national ideologies. Industry nationalization, lar-
ge farms parceling and supporting small agricultural producers was suppo-
sed to be introduced under Naser’s slogan: “Fair and for everyone” (al-adl
wa-l-kifaja)."* During the time of Naser’s death in 1970, Egypt had a wide-
ly developed programs of social care, which kept millions of people, and
totally inefficient economy alive. At the same time, social care was inef-
ficient itself. It consumed almost 25 % GDP, but most of it went through
state’s apparatus, which maintained itself thanks to protective programs
and consumed them to a considerable degree."

Naser’s successor — Anwar Sadat (1970-1981) and Husni Mubarak de-
cided to change the previous course and moved to the model of market
economy. They were doing it carefully, not to provoke any social unrest.
However, caution meant half-measures and did not even alleviate any so-
cial pains. Anwar Sadat began to restructure the economy towards its li-
beralization in April 1974. Program known as infitah (“the policy of open
door”) was aiming at stimulating economy through using private internal
sources of financing and attracting foreign investors. After introducing gu-
arantees for investors, billions of dollars flooded the country, taking the
form of help, investment and money orders from Egyptians working abro-
ad in Iraq and Arabian Peninsula."* One can ask what the liberalization po-
licy meant for the Egyptian society. First years were promising. Economic
growth stood at 8-9% annually, foreign capital flowed and one could feel
economy booming. That atmosphere was overshadowed by social protests
against price releasing for the basic food products and inflation.'

In mid 1980s majority of Mediterranean Arab countries took up new
economic reforms to break economic crisis. It happened during the ti-
mes when the oil prices on the world’s market dropped and money trans-

' Comp.: K. J. Perkins, A History of Modern Tunisia, Cambridge 2004, pp. 155-166.

12 A. Richards, Egypt’s Agricultural Development, 1800—1980, Boulder CO 1982, pp. 175-176.
3 M. Loeve, Social Security in Egypt..., p. 6.

4 A. Richards, J. Waterbury, A Political Economy of the Middle East, Boulder CO 1990, p. 240.

> Comp.: R. Springborn, State-Society Relations in Egypt: The Debate over Owner-Tenants Re-
lations, “The Middle East Journal” 1991, Vol. 45, No. 2, pp. 234-235; K. Ikram, The Egyptian Econo-
my, 1952—2000, London and New York 2006, pp. 85, 270-271.
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fers from employees-citizens of Arab countries living abroad diminished.
Reforms were recommended by World Bank and International Monetary
Fund. They aimed at macroeconomic stabilization and structural changes
within the economy. In case of Libya and Syria reforms were not conduc-
ted with cooperation or agreement with world’s financial institutions but
were similar in character to those countries who cooperated with tho-
se institutions. It was about gradual budget balancing, economic deregu-
lation and facilitating private sector. Structural changes were supposed
to be based on governmental budget balancing through limiting subsi-
dies and social care programs as well as rising taxes. The reform was al-
so about increasing work efficiency and competitiveness of economies on
the external markets. To reach that aim public sector was privatized and
conveniences for private capital activities were provided. Another me-
ans was economy deregulation through the change of rules of job market
functioning as well as an increase of market share in cumulating capital.
The downside of reforms was insufficient protection of society against so-
cial costs of transforming nationalized economy into economy with the
crucial role of private sector.'®

In the beginning of the 21 century Egypt and other countries of the
region decided to throw themselves in at the deep end and this way ac-
celerate economic growth. Customs and tax systems were changed. Bu-
siness facilities and special economic zones were introduced. Private ca-
pital gained more significant investment opportunities. Budget spending
for social purposes was limited. Banks, cement plants, steelworks, tele-
phones were privatized. In Egypt, government appointed by Prime Mini-
ster Ahmed Nazif began the reform program in 2004 which encompassed
a decrease of income tax by 20%, simplification of tax system, customs ra-
te reform and bank restructuring. In October 2006, Egyptian authorities
started bank privatization. At first Bank of Alexandria’s shares were sold.
80% of those shares were bought by Italian venture Sanpaolo, for $1,6bn.
In 2002-2007 Egyptian banks’ deposits including governmental deposits,
almost doubled from 24 to 68 billion of Egyptian pounds. The possibili-
ties of banking sector are enormous as in 2007 only 15% of Egypt’s popu-
lation had bank accounts and no more than 5% — credit and debit cards.
To arrange public finance, the government released electric energy pri-
ces and announced total withdrawal from subsidizing the costs of electric
energy production in the next 5 years. Incentives for foreign investors we-
re introduced. As a result GDP started to grow at full speed.

16 See: L. Taylor, Restructuring Macroeconomics: Structuralist Proposals and Critiques of the Main-
stream, Cambridge Ma. 2004.
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In 2006—2007 financial year GDP stood at 7,1%, while in 2003-2005 it
increased at rate of 4,1% annually. Egyptian pound was stabilized and cur-
rency reserves grew from $14,8bn in 2003/2004 to $28,3bn in 2006/2007.
International financial organizations recognized economy of Egypt as
one of the fastest-growing in the world."”

As a result of transformations in specific countries, positive changes
occurred in the scale of the whole region. According to the World Bank
GDP for the whole region in 2006 stood at 6,5% which meant almost do-
ubling the rate of growth in comparison to 3,6% of annual growth in the
decade of 1990s. In the perspective of one year, the indicator was the hi-
ghest in past 10 years, despite a really dire economic situation in Iraq, Le-
banon on the West Bank and the Gaza Strip. GDP per capita increased
in 2006 by 4,2% which was the highest annual increment in 20 years.'® As
a result many job posts were created with a simultaneous decrease in pu-
blic sector employment. The number of new job posts in the region in
2000-2005 increased at 4,5% rate annually and taking into consideration
this indicator the Middle East was ahead all other developing regions of
the world. During the indicated period unemployment rate in the region
decreased from 14,3% to 10,8% of total workforce, which brought MENA
closer to other regions of the world. Growth in the number of workplaces
was a result of positive changes in the sphere of manufacturing and servi-
ces. However, a major problem of low efficiency, low participation of pro-
cessed manufacturing in GDP creation as well as low number of women
employed remained.”

The World Bank confirmed positive changes in the region also in 2007.
The economic growth for the whole MENA region was 5,7%. The rate was
lower than in other regions of the world and the experts underlined the
necessity of conducting subsequent structural reforms, mainly balancing
the budget as a way to building tighter interrelation with world econo-
my,” but the situation gradually changed in a desired direction.

So, if it was so good, why social dissatisfaction erupted?

17 International Herald Tribune,” December 12, 2007.

% The World Bank, Middle East and North Africa Region. 2007 Economic Developments and
Prospects. Job Creation in an Era of High Growth..., pp. XV-XVIL

¥ www.web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/MENAEXT/0,, menuPK:247605
~pagePK:146732~piPK:64003010~theSitePK:256299,00.html [24.09.2008]. When it comes to this last in-
dicator, the involvement of women In employment was gradually growing and in 2005, the biggest in-
crease was noted in Iran where the participation of women in the employment grew in one year from 33%
to 41% of all employed— see: The World Bank, Middle East and North Africa Region. 2007 Economic De-
velopments and Prospects. Job Creation in an Era of High Growth..., p. 16.

2 www.web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/MENAEXT/0,,contentMDXK:
21822147 ~pagePK:146736~piPK:226340~theSitePK:256299,00.html [24.09.2008].
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It’s all about efficient management

“It’s not only about economy” — said Marwan Muaszar, former Deputy
Prime Minister of Jordan, known for his pro-reform opinions. “People are
the most discontent with the manner of governing. People are fed up with
corruption and want to have influence on their country. As long Arab le-
aders don't introduce their countries to the reforms, it’s going to get wor-
se and worse*!

An opinion that most of the poverty in the Middle East has some sort of
connection with bad country management is often formulated in scientific
literature, especially that concerning economy, but mostly ignored in jour-
nalism. Such voices could also be heard during the protests on the Tahrir
square but were totally lost in hurrah-revolutionary rhetoric and euphoria
accompanying the fact that “the wave of democracy reached authoritarian
Middle East at last” In the meantime, the example of Morocco and compa-
ring its developmental indicators to other similar in different countries and
shows clearly that social stability depends to a large extent on efficient ma-
nagement of the state. In Morocco tax revenue constituted 24% of GDP, in
Egypt — 15% and in Syria — 11%. Also private banking crediting was much
more developed in Morocco than in Egypt and Syria. In Morocco its size in
2010 was 80% GDP, in Egypt — 49% and in Syria — only 18% of GDP.*

As a part of policy of economic liberalization in the countries of the re-
gion, the management was improved. As a result, the region started to at-
tract more foreign investments than in the 1990s. In 2006 $52bn flooded
from abroad in the form of direct investments ($17,5bn was attracted by
Saudi Arabia), which meant a 1/3™ growth comparing to the previous year.
In 2007 there was a decrease of money influx to $45bn, which still con-
stituted almost 3% of region’s GDP gross. This way the share of MENA in
world’s FDI increased from 1,8% for years 2000—2004 up to 4,7% for years
2005-2007. Characteristic was the increase of direct investments between
the countries of the region.

In 2006 United Arab Emirates invested $7,6bn in infrastructure, to-
urism and real-estate in Egypt. During the same year $1,4bn of investment
poured from Kuwait.

2 T. Rubin, Egyptian Middle Class Discontent Brewing for Years, “Modbee” February 2, 2011, www.
modbee.com/2011/02/01/1538105/middle-class-discontent-brewing.html [12. 05. 2011].

2 Comp.: L. Achy, Reducing Poverty in the Arab World. Successes and Limits of the Moroccan Expe-
rience, Carnegie Middle East Center, Beirut 2010.
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In Tunisia, investors from UAE began the construction of a huge
$5b-worth sports and entertainment complex in 2006. In Jordan Lebane-
se enterprises started to realize a big project of Akba port management,
worth $5bn.?

The most noticeable changes in investment facilities took place in Sau-
di Arabia, Kuwait, Oman and Egypt. Saudi Arabia for example totally abo-
lished property registration fees and shortened registration procedures
(down to 4 days). In Egypt in June 2007 the anticipation time for the per-
mit for running business was 4 days, in Tunisia — 11 days, and in Moroc-
co — 12 days. Nonetheless, countries of MENA are still behind those co-
untries whose laws are the most business-friendly. For example in Egypt,
which, according to World’s Bank specialists, in 2006 reached the highest
level of advancement in the world in terms of abolishing limitations for
business, the property registration in June 2007 took on average 198 days,
while in New Zealand — only 2. Moreover, rules regarding employment
were also much more severe in comparison with the rest of the world (the
difficulty rate in June 2007 stood at 13 for Saudi Arabia, 27 for Egypt, 63
for Morocco, while in Hong Kong it was zero). In June 2007, expectancy
period for production permits and import-export licenses was the shor-
test in Tunisia — 93 days, in Kuwait it was 104 days, Saudi Arabia — 125
days, Egypt — 249 days and Iran 670 days. At the same time in South Ko-
rea the expectancy period was on average 34 days. In a general ranking of
investor-friendly countries Saudi Arabia was the leader with an indicator
23, which overtook Israel (29), Kuwait (40), Oman (49), UAE (68) and Jor-
dan (80). Rates of all of the other countries were much worse, especially
in comparison with Singapore which was the most investor-friendly co-
untry in the world.*

Privatization problems

In those countries, where economy was centrally governed and where
public sector was developed, liberalization assumed privatization of sta-
te-owned enterprises. Those were the countries of the highest social ten-
sions. Egypt was one of them. Privatization started here at the beginning
of 1990s and each year subsequent state-owned companies were passed
to private hands. In June 2010 protests against privatization erupted with

% The World Bank, Middle East and North Africa Region. 2008 Economic Developments and Pros-
pects..., pp. 22—23.

2* The International Bank for Reconstruction and Development, The World Bank, Middle East
and North Africa. Doing Business 2008, Washington 2007, pp. 2, 8, 11.

23



unprecedented force. At the face of protesters’ determination govern-
ment decided to suspend privatization program. That program was the
basis of the policy of subsequent governments since 1990s. Authorities
argued that state-owned companies were unprofitable and that they pro-
duce goods which are not competitive on the world’s market. Privatiza-
tion was also supposed to attract foreign capital together with modern
technologies. State property’s sale raised suspicions of “scams” and cor-
ruption. Not many considered the fact that state-owned enterprises had
machine parks and equipment that was obsolete and their employees’ qu-
alifications did not meet modern standards. That’s why not many people
believed economists who explained that Western investors will not buy
such companies for the high price. Furthermore, the concern was expres-
sed that privatization will be accompanied by economic instability. Em-
ployees feared that they are going to lose job and the sole existence of the-
ir families would be endangered. Those latter assumptions came true in
many cases. Those who were dismissed from privatized enterprises ga-
thered in June 2010 near the parliament in Cairo and demanded jobs, de-
cent pay and social protection from the state. The government was so
worried about the escalation of the protest, that it withheld further priva-
tization and even bought off few of the enterprises already sold to private
investors. At the same time, the government adopted a different method
of privatization — it let foreign companies enter Egyptian market with
their goods, which could not compete in quality with products manu-
factured by state-owned companies. Production in those enterprises was
gradually dying out, people were losing jobs and the companies themse-
lves went to rack and ruin and were sold for the so-called penny. In this
way approximately 1m people lost their jobs in Egypt.”

Privatization problems in Egypt were basically connected with the fact
that the government did not conduct effective campaign, explaining the
society the aims of their actions. Power elite turned out to be arrogant
and self-confident, and treated privatization as a means of multiplying
their wealth and fortunes of their friends. At least that’s how privatization
was evaluated by the society. Amr al-Szubaki, Egyptian political scientist,
commented on that topic: “Every reform is painful, but in general opi-
nion, full costs of every reform in Egypt is borne by ordinary people and
businessmen do not take any responsibility even for corruption” Toge-
ther with privatization it turned out that working in a public post is not
certain. When the government announced that they want to privatize 314

* Privatization and Corruption in Egypt, “Allvoices” January 29, 2011, www.allvoices.com/con-
tributed-news/8036389-privatization-and-corruption-in-egypt [05.05.2011].
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state-owned enterprises, almost 6m people felt threatened by the possibi-
lity of being made redundant. Their fate fell into the hands of private in-
vestors and depended on their plans and finances. Until 2010, 164 state-
owned companies were passed to private hands.?

Privatization is strictly connected with the notion of corruption. One
can formulate following question: are economic and political reforms an
instrument to fight with corruption or are they facilitating its prolifera-
tion? Answer to that question is not easy as it seems that corruption is an
endemic notion in Arab world. Specialists differentiate 3 forms of cor-
ruption in the Middle East. First form are presents and small offerings for
a clerk while arranging something in an office, for a policeman for provi-
ding information, for a cleaner in a hotel for making bed. The second kind
of corruption is economic corruption, often a multimillion bribes given
when closing the contract. The case of selling armaments to Saudi Arabia
in the 1980s by the biggest British arms trading company (the so-called
Yamama Project) can serve as an example. During negotiations it turned
out that BAE has a special slush fund of $110m to “buy” clerks and Saudi
officials. They were supposed to create favorable opinions about British
venture in order not to sign this lucrative contract with any other con-
tractor. The case turned out to be so notorious that Prime Minister To-
ny Blair himself had to intervene. Similar cases usually do not end up in
public media. They are also characteristic not only to Arab countries, but
are definitely present there.”

Third form is political corruption. That one is the hardest to prove, al-
though it is widely known that it is “eating away” Middle Eastern business.
Political corruption is about bribing politicians by businessmen in exchan-
ge for informal lobbing. Politicians give away the information about in-
vestment plans, government’s and ministries’ intentions, about the best
government contracts as well as lobby in their favor on every possible deci-
sion step. Those business people who already “cooperate” with a given poli-
tician, cannot stop paying him off because otherwise they would never get
a permission to realize a public order again and will have some office-rela-
ted problems. On the other hand, those who have not started bribing poli-
ticians yet, have no chance of entering business. That kind of situation leads
to wasting public money and gives rise to an objection of elites being paid
by business against any reforms or even changing status quo.”®

% Ibidem.

2 S. Alissa, Arab States: Corruption and Reform, “Arab Reform Bulletin” February 19, 2007,
www.carnegieendowment.org/2008/08/23/arab-states-corruption-and-reform/1c2 [12.04.2011].

2 Ibidem.
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The reasons for corruption differ together with the country, however
in most cases they are connected with state’s domination in economy and
with structure of public economy sector. In the countries of Persian Gulf
the problem lies mostly in the lack of transparent public order tenders’
procedures. Another matter is shortage of anticorruption laws or conse-
quence in their execution. In the countries of Levant and Northern Afri-
ca the reason is the structure of public sector and substantive involve-
ment of state institutions in the management processes. It is the country,
or rather clerks, who set the licensing system, tender procedures, ven-
ture registration and control of its activity. One of the biggest corrup-
tion scandals in this part of Arab world was the Khelif Bank privatiza-
tion in Algeria. Country’s loss was estimated at $2bn. The money went to
the whole chain of clerks and politicians who arranged tender procedu-
res. Another reason for corruption is also bad management, low salaries
of clerks, the lack of anticorruption laws, leniency of courts while judging
corruption suits.”’

Consequences of world’s crisis

The Middle East together with integration with world economy has
become very sensitive to external developmental impulses. Some of them
were favorable for the region some of them negative. The moment when
Middle Eastern economies started to produce high development indica-
tors, the financial crisis erupted in the world. Region started to feel the
world’s financial market’s breakdown in Autumn 2008. Since Middle East
is not a homogenous region and each country of the region differ in terms
of natural environment, population, level of economic development and
cultural elements, the consequences of the crisis were different. The main
differentiator was a degree of openness of specific economies and its con-
nection with international financial markets. In 2009 the influence of cri-
sis increased not only because of investment and crediting barriers, but
mostly due to decrease of oil prices, limiting tourism and drop in money
orders from citizens working abroad.*

Nevertheless, since the region managed to collect huge financial as-
sets during the so-called third oil boom 2002-2008, the GDP rate for the
whole region was still positive. Oil countries of the region in 2002—-2008
developed at the rate of 6-10% annually.

2 Ibidem.
3 IMEF, Regional Economic Outlook: Middle East and Central Asia, October 2009, p. 1.
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Record oil prices allowed those countries to accumulate huge financial
reserves and basically double GDP per capita.*

World crisis had a major influence mainly on Middle Eastern capital
markets. Since investment funds of oil countries invested during the bo-
om in free resources in Western banks, especially American, the moment
they started to shake, Arab funds embarked on a rescue mission. It is es-
timated that in 2008—-2009 $100bn were invested for that purpose in USA
and Great Britain. Most of Kuwait’s help went to City Bank and Merrill
Lynch and Qatar — Barclays and Credit Suisse, short before they anno-
unced bankruptcy. It is estimated that until the end of 2008, Arab inve-
stment funds lost approximately $4bn this way.*> When on 15" Septem-
ber, 2008 Lehman brothers announced their bankruptcy, stock exchange
markets’ indexes in Saudi Arabia, Kuwait, Qatar and UAE dropped by
4,35 to 6,5%. Kuwaiti stock exchange was closed due to the panic. The va-
lue of shares on those stock exchanges dropped by $160bn from May to
September 2008.%

Since the economy of Arab Middle East and North Africa depends on
extraction and selling oil and gas (the revenue coming from selling those
raw materials in 2009 constituted 50% of GDP and 80% of export income),
the decrease of their prices in 2009 had a huge impact on the possibilities
of realizing developmental projects by oil countries. The oil price started to
fall in Summer 2009 but since September the prices plummeted. If in the
beginning of the month a barrel cost $100, in December its price stood at
$40. In February the prices went up but it did not reach the level from Sep-
tember 2009. The decrease of revenue in oil countries was inevitable. In
UAE state budget income in 2009 dropped by 43% in comparison with pre-
vious year. In Yemen the fall was even more substantive — 75%.%*

World crisis decreased the flow of direct investments (FDI) in the re-
gion in 2009. While it is true that its flow would grow in 2010, however,
one could not expect it to be comparable to the one before the crisis.*® In
the world scale, after the steady increase of FDI in 2003—2007, in 2008
a drop by 14% occurred to $1,697 trillion from record level of $1,979 tril-
lion in 2007. Despite the fact that in 2008 foreign investments were still
high (the second value in the foreign investments history), it was the tur-
ning point for investment tendencies. In the first months of 2009, the fall

310. Orozco, J. Lesaca, Preparatory Document on the Financial, Economic and Social Repercussions
of the World Economic in North African and Middle Eastern Countries, Casa Arabe, Madrid 2009, p. 3.

32 The Crisis in Arab Countries, “Casa Arabe Economy and Business Bulletin” 2009, No. 13, p. 11.
3 0. Orozco, J. Lesaca, op. cit., p. 4, note 9.

3 Ibidem, p. 10.

% World Bank, 2009 MENA Economic Developments and Prospects, 3 October 2009, p. 30.
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was really great and at the end of 2009 the value of FDI was estimated at
approximately $1 trillion dollars.*® Nevertheless, in 2010 a favorable turn
occurred and the flow of private capital in the global scale increased. If in
January 2010, the amount of private investments outside country of ori-
gin was less than $200bn, it increased to approximately $1,3 trillion in Ju-
ly of the same year. That year was characterized by strong fluctuations, as
in December 2010 the value of FDI dropped to about $1 trillion.*”

The financial crisis meant shrinking financial assets of Arab countries,
accumulated during the years of high oil prices and at the same time li-
mited the possibilities of infrastructure investments of those countries.
Situation in each of those countries was different and the most impor-
tant indicator was demographic pressure — in some countries it was we-
aker, in others — stronger. The biggest challenge for Arab economies was
unemployment, especially among the youth. According to Arab Human
Development Report for 2009, the unemployment rate in Arab countries
among young people was on average 30%. The highest youth unemploy-
ment rate was in Algeria — as much as 45%. The rate of countries such as
Egypt and Saudi Arabia was lower — app. 25%, but teenagers under 15
constituted much more numerous group than in Alger which forecasted
aggravation of that situation in the future.®®

Unemployment threatened the quality of life and deepened poverty.
That relationship was pointed to by already mentioned Arab Human De-
velopment Report from 2009. Arab countries were, according to that do-
cument, more threatened by the destitution than other developing coun-
tries with a similar GDP per capita but lower unemployment rate.* The
unemployment was the most serious problem that Arab politicians had
to face. The situation was the worst in those countries which did not ha-
ve any income from oil trade at the same time having high birth rate. Mo-
rocco and Egypt belonged to such group. In those countries the majority
of society was illiterate. Those who went abroad in search for jobs, took
up the most unsophisticated positions. During the crisis, they were the
first to lose their jobs.

In June 2010, Arab Monetary Fund announced that the economic si-
tuation of Arab countries is much more stable than in the previous two
years. Economic growth was supposed to reach at least 4% in the regio-

% World Investment Report, 2009, United Nations, New York and Geneva 2009, p. 4, www.unctad.
org/en/docs/wir2009pt1_en.pdf.

7. Lawson, Capital Flows to Emerging Economies, Peterson Institute/Booz Allen Conference,
Washington, March 10, 2011, www.piie.com/publications/papers/lawson20110310ppt.pdf.

3 UNDP, Arab Human Development Report 2009. Challenges to Economic Security..., p. 109.
% Ibidem, p. 115.
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nal scale and a basic growth indicator was oil demand in the world, which
was continuously on a high level. Only tourism and processed goods
export were in danger of a slight fall, but the authorities of the Fund ack-
nowledged that the financial problems of the euro zone do not have a ne-
gative impact on a general economic situation of Arab world.*

Also in the International Monetary Fund’s report of 1** October 2010,
one can read about positive perspective of the Middle East recovering
from the crisis. The GDP for the region was supposed to stand at 4,4% in
2010. Positive perspectives were connected to, still considerable, curren-
cy reserves of the whole region and gradual increase in oil prices. This lat-
ter tendency was a consequence of economic stability in a global scale. At
the same time, the authorities of the Fund pointed to the necessity of un-
dergoing through institutional reforms and improving infrastructure by
the Arab countries to accelerate development in the upcoming years. The
costs of improving infrastructure in MENA countries were estimated at
app. $300bn. It has turned out that investments in that area in 1998—-2007
were insufficient even in the Arab countries of Persian Gulf, which had
at their disposal the biggest financial resources. In the period mentioned,
Arab countries of Persian Gulf allocated app. 20% of their GDP for the de-
velopment of the infrastructure, while the People’s Republic of China —
39% and South Korea — 30% of their GDP. Some of the oil countries to-
ok some steps to accelerate infrastructure development already in 2009.
Saudi Arabia increased their spending on infrastructure by 36% to $60bn
and announced that in next 5 years it will reach $400bn. Similar plans we-
re declared by Bahrain, Qatar and Dubai.*!

However, the general feeling was that the positive macroeconomic in-
dicators did not mean that the situation in the region was not difficult.
Serious society tensions connected with unemployment, overpopula-
tion, deterioration of material standing of some professional groups we-
re expected. In June 2009 Egyptian newspaper “al-Bayan” published an
analysis, prepared together with the Association of Egyptian Employ-
ees Abroad, which concluded that the situation on job market in 2010 in
Egypt will get worse, which will induce a serious crisis in the following
year.* In case of Egypt, Tunisia and the rest of the Middle East the words of
Alexis do Tocqueville, that the most dangerous moment for bad govern-
ment are the times of reforms, turned out to be prophetic. That notion

4 Arab 2010 GDP Growth Seen Rising to at Least 4%, ,ArabianBusiness.com’, 18 June 2010, www.
arabianbusiness.com/arab-2010-gdp-growth-seen-rising-at-least-4--291989.html [28.09.2010].

4 The World Bank Annual Report 2010. Year in Review..., p. 28-28; UNDP, Arab Human Develop-
ment Report 2009. Challenges to Economic Security..., p. 115.

“ The Crisis in Arab Countries, “Casa Arabe Economy and Business Bulletin” 2009, No. 13, p. 10.

29



is often referred to as a “revolution of increasing expectations.” Authori-
tarian governments due to their structure cannot meet the expectations
and that leads to crisis.

Middle Eastern authoritarianism

Professional literature claims that there is a cause-effect relation be-
tween economic and political liberalization and that political reforms ha-
ve a positive influence on economic growth. Such conviction results in
the fact that private sector is essentially inclined to multiply national we-
alth and is represented by the middle class, which propagates liberal qu-
alities since those values create the best investment and wealth multi-
plication conditions. That’s how a cause-effect relation between political
and economic sphere is born: the development of free entrepreneurship
gives rise to a social stratum which defends the conviction that the free
entrepreneurship exactly is the best instrument to multiply national we-
alth. Economic market creates political market, and the latter works in fa-
vor of the former. In that configuration, state intervention is redundant
and the role of government in economy is shrinking.*® Political liberaliza-
tion could be understood, following Isaiah Berlin words, as a process of
expanding and strengthening political freedoms, which embrace partici-
pation in governing as well as civic and human rights.** That understan-
ding of liberalization and democracy was the basis to defining the so-cal-
led freedom indicator. Arab countries in the scale of political freedom from
1-7, adopted by the Freedom House from Philadelphia (where 1 and 2 me-
ans “free” and 7 — the country where civic freedoms are limited to the ma-
ximum) occupied the lowest places. Libya, Syria and Sudan were in the gro-
up of the most authoritarian countries, next to North Korea and Cuba with
the indicator 7 both for political and human rights, for years. Saudi Arabia
and UAE were evaluated at 7 and 6, while Jordan and Lebanon at 5 and 4
accordingly. Those two countries were among the least authoritarian from
all the Arab countries, however, way behind non-Arab countries of the
region — Israel and Turkey, which were estimated at 1 and 2 as well as 3
and 3 accordingly.®

Authoritarianism in Arab world goes back to at least 1950s. That’s
when in Egypt, Syria and Iraq military coups took place and were follo-

* Comp.: E. Kienle, A Grand Delusion: Democracy and Economic Reform in Egypt, London 2001,
pp. 183-200.

# See: L. Berlin, Four Essays on Liberty, Oxford 1969, pp. 118—122, 165-172.
* www.freedomhouse.org/template.cfm?page=278.
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wed by the creation of political systems with one dominating party. At
that time exactly, the same systems were created in Algeria and Tuni-
sia. In Algeria new authorities emerged from the group of independen-
ce fighters and they were military as well. Baas party in Syria and Iraq,
Arab Socialist Association in Egypt and National Freedom Front in Alge-
ria formulated more radical social reforms program than Dustur party in
Tunisia. It assumed nationalization of industry and taking over land from
big landowners in order to pass it over to the smallholders and landless
peasants. Military men, who came to power originated from the poorest
social stratum. They did not trust the past elites, who were the succes-
sors of big landowners and using agrarian reform they got rid of landow-
ners from the political scene. Social basis of the new political system were
workers, peasants, clerks, urban scum and military of course. Unfortu-
nately, the system of division and distribution turned out to be ineffecti-
ve and led economies to the state of failure. That’s why in 1970s authori-
ties started to turn to economic liberalism. Tunisia was the first to resign
from populist-socialist-authoritarian system.*

Since 2002 in many academic environments of different parts of Arab
world vivid discussions on developmental policy were carried, during
which a conviction was expressed that economic growth should be con-
nected not only to economic but also political liberalization. That kind of
relation was emphasized by the European Union. The EU was in dialo-
gue with Arab countries as a part of Barcelonan process, initiated in 1995.
The Barcelonan Declaration of 1995 acknowledged that the best instru-
ment of solving the problems of economic development and political sta-
bility in the region is a gradual limitation of the state’s power in economy
and democratization. The program of supporting private sector, announ-
ced back then by the European Commission, was supposed to lead to for-
ming economically strong middle class, which was supposed to become
— similarly to Europe — seeds of strong civic society, which would initiate
the erosion of authoritarianism.*

Economic liberalization in Arab countries was really accompanied by
specific political changes, whose character could indicate that a gradual
political system democratization is taking place. In Morocco in 1997, 14
years after the economic reform and a year after the country joining the
pact with the EU, parliamentary elections were conducted, which led to

4 8. J. King, Sustaining Authoritarianism in the Middle East and North Africa, “Political Science
Quarterly” 2007, Vol. 122, No. 3, www.goliath.ecnext.com/coms2/gi_0199-7650336/Sustaining-au-
thoritarianism-in-the-Middle.html [13.04.2011].

7 Text: “Barcelona Declaration and Euro-Mediterranean Partnership’, www.europa.eu/scadplus/
leg/en/lvb/r15001.htm [18.11.2009].
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serious changes not only in power relations in the parliament but also se-
rious transformations in the government. New coalition government was
led by opposition Socialist Party, which never before entered the parlia-
ment. New Prime Minister Abd al-Rahman al-Yusufi spent earlier many
years in prison as an opposition leader. In many countries of the region
the rule of administrative powers’ election was introduced or strengthe-
ned. In Saudi Arabia, Qatar and Bahrain, local government elections were
conducted. In Egypt in 2005, constitution was completed with an amend-
ment, which introduced multi-party system, which was also adopted in
Jordan. In Kuwait, under the pressure of traditionally strong parliament
the head of country was changed. Parliament also has a strong position
in power structure in Morocco. Certain political liberalization happened
in Syria. In Egypt authorities acknowledged the right of trade unions to
go on strike.

One cannot say that Arab countries have not experienced political li-
beralization. In all or almost all of them existed parliaments, multi-par-
ty systems, division of power into executive, judicial and legislative, for-
mal judicial independence and — what is the most important — the rule of
election of legislative authorities. The specificity of Middle Eastern poli-
tical systems was expressed in paradoxical combination of political fre-
edoms and repressions. Together with the expansion of the scope of tho-
se freedoms, repressions were also on the rise and as a result the whole
authoritarian system remained in that sense that it was strictly controlled
by the executive power with one power center (the president) at the fo-
refront. It is well reflected in the position of press in Arab countries. So-
mebody who watched state-owned TV channels, could pay attention to
a great freedom of speech of journalists and citizens. In recent years, even
live interviews with people from the streets have appeared. People shown
in those programs criticized producers for the bad quality of goods, city
authorities for bad traffic organization, public offices for lengthy proces-
ses, etc. Live transmissions from parliamentary sessions showed extre-
mely heated debates and very sharp criticism on the deputies’ and mi-
nisters’ side. However, invisible boundaries of that criticism existed and
everybody knew that they could not be crossed.

Power system in the Arab Middle East in the last 50 years was based
on force structure — military and security service. They were continu-
ously developed. In Egypt military played the main part. Egyptian army
together with reservists was estimated at 1m people and was managed by
the Ministry of Defense and military intelligence. Military men and army
as an institution enjoyed considerable respect in the society, as a power
which overthrown in 1952 king Faruk and proclaimed Egypt republic. Ci-
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vilian security forces answered before the Ministry of Internal Affairs and
encompassed police and the so-called Mubahas al-Daula, that is state’s
security service. Apart from that the Ministry of Internal Affairs had spe-
cial squad — Amn al-Markazi— at their disposal, which was responsible
for fighting demonstrations, that is Central Security Forces, which had ap-
proximately 325 thousand soldiers and officers. Those forces were ruthless
to protesters, using teargas and water cannons. Amnesty International ac-
cused Egyptian authorities of abusing force in fighting street protests ma-
ny times. According to this organization, at the beginning of 2011 Egyptian
authorities kept captive over 1,2 thousand people for the demonstration
participation. Many of them were beaten and tortured. In June 2010 the
country was shocked with the story of 28-years-old Khalid Saida from Ale-
xandria, who was at first tortured and then killed by the police officers. Po-
lice were trying to wipe all traces of the crime and put the victim’s family
under pressure, so that they would drop their accusations.*

In Tunisia security service was more important. The development of
that country, from gaining independence in 1956, proves that economic
reforms conducted in the conditions of political authoritarianism are
unstable, inconsequent and do not realize their aims. Independent Tuni-
sia has had two presidents. The first one — Habib Burghiba — led the co-
untry from 1956 to 1987. He was a great contributor to the Tunisian in-
dependence. He was leading the movement which convinced France to
abandon the protectorate treaty. Burghiba was a lawyer, francophone to
the bone, his wife was French and had the feeling that he is destined to
develop his country in a “Western way.” One can describe Burghiba ru-
le as paternalistic authoritarianism. President did not stifle social con-
flicts but let them grow and intervened as an arbiter of conflicted parties
when the time was right. When trade unions organized a strike, Burghi-
ba supported less radical activists and eventually placed them in the le-
ader’s seat. He did the same with the politicians. Those who signaled am-
bitions, which might endanger the president’s position were redirected to
the margin of the political world and send to work in Tunisian embassies
abroad. With time, Burghiba took the position of an unquestioned leader,
“the father of the nation”” Since political and professional careers in the
country depended on the degree of loyalty towards the president, a whole
net of interrelations around Burghiba were created, which can be descri-
bed as a patron-client relations.*

L. Al-Arian, Egypt's Security Apparatup. A Look at How Egypt Policies its People, “Al-Jazeera’,
29 January 2011, www.english.aljazeera.net/news/middleeast/2011/01/20111291854128381.html
[07.04.2011].

* See: 1. William Zartman, Introduction, [w:] Political Elites in Arab North Africa, ed. 1. William Zart-
man, New York 1982; L. Anderson, Democracy Frustrated: The Mzali Years in Tunisia, [w:] The Middle
East and North Africa: Essays in Honor of J. C. Hurewitz, ed. S. Simon Reeva, New York 1990, pp. 185-186.
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“Crony Capitalism”

Arab authoritarianism was at first characterized by entwinement and
then unification of political and economic sphere. Lack of political and
economic transparency led to a deformation of privatization processes,
the so-called scams. Everything depended on right political and social al-
liances. Professional literature gracefully describes such alliance as “acti-
ve pension search,” and the whole system as “crony capitalism.*°

Numerous journalistic and scientific works point to a narrow coalition
between clerks and business, who were accumulating wealth through ac-
tive pension search. State-owned enterprises’ privatization was usually the
case. Public institutions’ clerks cooperated with business people so that the
latter were able to buy state-owned enterprises for the prices much below
their value. That’s how a few of big companies which were profitable at that
moment were sold. They were Pepsi Cola, al-Nasr Boilers, al-Ahram Be-
verage, Asyut Cement and Meridian Hotel among others. Tenders were
not transparent. Purchase of Qaha Company for Preserved Food can se-
rve as an example. Buyer’s financial possibilities were not confirmed and he
did not pay even one installment anticipated by the purchase-sale contract.
Despite that fact that person remained the owner of a lucrative enterprise
and derived profits from selling produced comestibles.>!

Specificity of Middle Eastern political liberalization consists in the fact
that it was liberalization without democratization.”> Multi-party system
was superficial, and executive power dominated the remaining two. Howe-
ver, the social base of that power changed.

Now, it was new metropolitan bourgeois, which increased their we-
alth through active pension search, meaning informal contacts with a re-
al center of power which was president’s environment. In the countryside
a new class of landowners was born, which also saw their economic future
in state’s patronage. Economic reforms basically changed the social struc-
ture and political customs. Some strata lost their political influence, other
— gained it. Since economic development model assumed state’s coopera-
tion with the private capital, everyday economic life boiled down to nego-
tiations between those two parties. It led to the creation of different kind
of interrelations between the state and private business, including informal
contacts.”

% Q. Essam El-Din, Businessmen to Run Parliamentary Business, “Ahramonline” 22 December 2010,
www.english.ahram.org.eg/NewsContent/1/64/2466/Egypt/Politics-/Businessmen-to-run-parliamenta-
ry-business.aspx [12.04.2011].

51 S. . King, Sustaining Authoritarianism...

2 Comp.: S. J. King, The New Authoritarianism in the Middle East and North Africa, Bloomington
2009, p. 3.

% S.]. King, Sustaining Authoritarianism...
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Political changes did not lead to authoritarian power fading. Quite the
opposite, one can speak about its strengthening. Authorities started to
use more subtle methods of weakening the opposition and appeasing ten-
sions, not resigning from methods like falsifying election results and not
allowing opponents to vote.”* As a result, the only thing that happened
was authoritarian reconfiguration.

New middle-class

If deregulation and economic liberalization started to stimulate eco-
nomic growth and region started to recover from world’s financial crisis,
then why the societies in Tunisia, Algeria, Jordan, Morocco, Egypt, Libya,
Yemen, Bahrain and Syria demanded withdrawal of the elites reforming
economies? To answer that question, one has to look closer at the Arab
world societies and define its segments which started protesting. It can
be assumed that streets were occupied by those who either did not bene-
fit or lose from economy liberalization. They were numerous, as the Arab
societies have changed dramatically in the past 60 years.

In 2000 the book What happened to Egyptians? by Galal Amin was
published, which was an overview of Egyptian society since 1950.>> Few
years earlier discussions on social changes in Egypt were initiated by
a monthly “Hilal,” induced by, then approaching, end of the XX centu-
ry. According to many authors who verbalized their opinions on the pa-
ges of the monthly, the most visible trait was social mobility. It included
both, mass physical movement from the countryside to the city and abro-
ad, as well as moving from one social stratum or class to another — both,
upward and downward. This second form of mobility, also known as ver-
tical, was even more important than the former, which was a cause of ci-
ties” overpopulation and huge logistic problems — the necessity of buil-
ding new flats, schools, roads, water supply systems and waste grounds.
Moving from one stratum to another was a promotion for some and de-
motion for others but in each case it was connected with a change of so-
cial status, meaning prestige, honor, respect, neighborly relations — in ge-
neral — with strong emotional tensions.

5 See: National Elections in the Middle East Since 1980, “Middle East Report” 2006, No. 238, pp. 30-31;
N. Pratt, Democracy and Authoritarianism in the Arab World, London 2007, pp. 106—120.

% Q. Amin, Whatever Happened to the Egyptians. Changes in Egyptian Society from 1950 to the
Present, Cairo and New York 2000.
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Amin himself thinks that social mobility was the main cause of eco-
nomic disturbances, social tensions and changes in customs. In Naser
era (1950s and 1960s) agrarian reform was carried out, industry and par-
tially services nationalized, minimal wages were increased, and most im-
portant — free and universal schooling was introduced. Since the state
took over the economy management and new ministries and public of-
fices started to emerge, they provided employment to tens of thousands
of people. That’s how a class of public clerks, almost matching in num-
bers a social stratum, expanded.”® Together with countries undergoing
the transformation from state socialism to free market economy under
Sadat rule (1971-1981), social mobility did not weaken. To the contrary,
each new generation reinforced establishment created by army and secu-
rity service. Economic liberalization generated new channels of mobility.
One of them was working in foreign company, which opened its subsidia-
ry in Egypt.”” In the second half of 1970s a possibility of migrating abroad
for work appeared. Until now, only high-profile professionals went abro-
ad for work. Now everybody started to leave: academics, engineers but
also housekeepers and factory workers. Before 1974 the emigration was
barely visible, standing at 5-6% annually. Together with the beginning of
the policy of infitah, which meant “opening” economy to the world, in-
flation started to grow to reach 20-30% annually. Those who were do-
ing well anyway, benefited from inflation the most. Those were owners
of land parcels and building plots, especially in the city, who made mo-
ney on rapid price increase on their property; owners of industrial and
construction companies; wholesalers and high class specialists for whom
well-paid jobs were awaiting. Inflation was also beneficial for people from
lower social classes, meaning craftsmen, construction workers and far-
mers, who could not emigrate but now understood that their work was
in short-supply, as others emigrated abroad, and its value starts to grow.
Inflation was unfavorable for small producers, farmers cultivating small
plots of land, for pensioners and public clerks, so those who worked for
the state. Their salaries did not keep up with inflation and lost their value.
Difficult situation did not leave out university graduates, who did not ma-
nage to get jobs neither in foreign companies nor abroad.*®

Social mobility brought about cultural changes. Expressions used pre-
viously by peasants and lower strata entered the language of the young.
The president of the country started to be described with word rayis,

% Ibidem, pp. 11-15.
57 Ibidem, p. 16
58 Ibidem, p. 17.
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which was used to address a craftsman. Pop music changed: lyrics we-
re simpler and shorter. In films, TV series and stage plays traditional plot
was exchanged for a new one. If earlier poverty equaled integrity and we-
alth — nobleness, now everybody could become rich. At the same time,
integrity and nobleness became an object of mockery and a synonym of
helplessness. Now, a poor girl did not wait for her Prince Charming but
took her fate into her hands and reached a position, which gave her com-
fort and respect, by herself. Every possible way of getting that position
was allowed. Similarly a man — did not wait for a stroke of luck and fin-
ding hidden treasure, but took an initiative and got reach through cun-
ning and cleverness.*

The notion of the so-called middle-class creation is a serious issue in
sociology and political studies. A renowned French sociologist and poli-
tical scientist, Alain Touraine, pointed to the fact that since 1990 in post-
industrial societies a change from vertical stratification, so a social arran-
gement from the lowest through middle to the highest class, to horizontal
stratification, where the only thing that counts is whether you are in the
middle of the system or at its borders. Staying at borders may lead to mar-
ginalization, which mean the same as being pushed to the bottom in the
vertical stratification. Everyone wants to be in the center and nobody wi-
shes to be pushed aside. Fear of marginalization is the main motivator for
those people — claims Touraine.®® What were the consequences of social
mobility for the political world? In a nutshell — tremendous. In that envi-
ronment frustration and dissatisfaction with the government arose and it
became a source of protests and also terrorism. Over a half, if not 75% of
those whom sociologists describe as middle class, earned not much mo-
re than the destitute, in other words, not much more than 600 pounds
a month. These are public institutions’ clerks occupying low and the lo-
west-level posts, ancillary physical workers in manufacturing and servi-
ce enterprises, retailers, craftsmen and farmers. According to Amin, tho-
se people might have felt resentful for the past 30 years because the state
did not take care of them, because they could not lift themselves from
this awkward state which was neither poverty nor wealth; they lost sel-
f-respect their frustration grew proportionally to dissatisfaction with li-
fe. Symptom of this frustration was growing crime rate, including crimes
committed within the family, growing number of divorces, increasing
emigration, corruption. Social discontent started to grow in 1980s on the
wave of oil prices decrease and diminished workforce demand in Persian

5 Ibidem, pp. 29, 175.
 A. Touraine, Face a lexclusion, [w:] Citoyenneté et urbanité, Paris 1991.
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Gulf. Many people, who planned departure and dreamed of new life, now
had to stay in the country. Their hopes were not fulfilled. Unemployment
grew in those years up to 20%, so to an extremely high level in the histo-
ry of Egypt. The percentage of unemployed graduates of schools and uni-
versities was even higher. It was another blow to the new middle class, as
it turned out that education is not necessarily a pass to social advance-
ment. Amin thinks that this frustration and failed hopes of the new mid-
dle class, gave rise to religious fanaticism in the 1980s. The author thinks
that examples of religious fanaticism were rare among the richest and the
poorest. Higher class does not have an inferiority complex, which is quite
acute in case of middle class which yearns to be higher and higher in the
social ladder. On the other hand, the poorest, do not feel the frustration,
as the change of their predicament is out of question.®

The middle class occupied the streets before, demanding free elections
and democracy. However, president Mubarak effectively fought with any
signs of objection against his rule. His method was based on labeling the
whole opposition as belligerent Islamists and treated every protester as
a potential terrorist. It was a bogyman for Western societies and Western
politicians who mentioned the necessity of Middle Eastern states’ demo-
cratization. That method justified in the eyes of the West the ruthlessness
of marshal forces and authoritarian system. Mubarak openly admitted
in front of the Western diplomats and politicians — I have to be ruthless
because Islamism threatens us all and if I fall you will have other Man-
hattans. So there was no time for democracy. In the meantime, Egyptian
middle class wanted a dialogue with authorities. After parliamentary and
presidential elections in 2005 people entered the streets to be able to ma-
nifest the attachment to democratic values and point to the necessity of
greater openness of the system. However, the protesters, including wo-
men and children, were surrounded by the police in helmets and shields
and crushed.