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Preface

The Arab region has numerous natural resources and great human capital wealth,
perhaps the largest in the world. A long history of civilisation, supported by a
geographical location that mediates the whole world, granted it the largest busi-
ness centre.

Nevertheless, the countries of the region suffer from chronic low-economic
growth rates, weak production structures and a decrease in the competitiveness
of their products, along with poverty, inequality and corruption rates that are the
highest in the world. Despite the success of the development experiences of some
countries during the past five decades, they were not sustainable or inclusively
planned.

As a result of this situation, many uprisings have taken place in most Arab
countries, supported by the middle class, especially youth, asking for a change in
the status quo and broad reform that includes the economic, social and political
aspects of society.

For the same reason, I have embarked on this study as my doctoral research
project for over 4 years to contribute to the ongoing debate on ways to revive
Arab reform from a holistic approach. The study proposed development frame-
works (based on some key economic, political and social variables, taking into
consideration the distinctive features of each region group) that may lead to more
comprehensive and integrated development in the region. These frameworks are a
vital strategy for enhancing the effectiveness of reform programmes in the region
and achieving targeted inclusive growth outcomes.

During these years, five working papers from the thesis have been presented
in several international conferences; three of them published as book chapters
in the book entitled Impacts of political instability on economics in the MENA
region. The outcomes also have awarded several international prizes, such as the
Ibn Khaldun Prize, during the ASSA meeting in Atlanta, 2019.

In many conferences and meetings, I have received frequent suggestions from
experts and discussants to turn the study into a monograph book in order to
disseminate the results of the study on a larger scale to target not only academic
researchers but also policy-makers, especially in the Arab region. I became eager
about the idea to deliver my message to all stakeholders. Thanks to Emerald, this
transformation has become possible.

Finally, I hope this book represents a good contribution to sustainable devel-
opment research in the Arab world and inspires the leaders and decision-makers
in the region towards achieving the expectations and aspirations of their people.
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Foreword

Jeffrey B. Nugent*

This is a rare and much-needed book on the challenges of development, but with
special reference to the Arab countries of the Middle East. Despite the remark-
able success of a number of these countries historically and, thanks to the oil
resources of some of them even in recent decades, Professor Abdelbary correctly
detects a general lack of sustainable economic development in the region. Along
with that, he finds decreasing competitiveness and weak institutions throughout
the Arab region at the present time. He is quite convincing in demonstrating that
major economic reforms are needed and that these reforms need to be appropri-
ately designed so as to be more inclusive, carefully coordinated and administered,
and complemented by vastly improved institutions including good governance.

Rather than either a historical account or a descriptive one as is typical of
other books on the region, his analysis is founded on a comprehensive analysis of
Development Theory, including not only classical and neoclassical development
theory but also the New Institutional Economics and distributional considera-
tions. Unlike textbooks on the Arab region or more generally on Development
Economics, it focuses on how the economies of the region have responded to
shocks like the global financial crisis and the Arab Spring crisis, and features a
careful econometric analysis of 17 Arab countries and 61 other countries from all
over the world. In his empirical analysis, he goes to great lengths, both (1) to make
use of variables deemed especially relevant to the Arab countries and to their
problems, such as export concentration, the relative importance of oil rents, and
a number of different governance indexes, and (2) to utilize estimation techniques
designed to overcome the usual problems of (a) the relatively short time series of
some of the key variables relevant to the analysis, and (b) potential endogeneity
of many of the explanatory variables.

His straight-forward growth comparisons across regions early in the book
shows clearly that Arab countries have fallen far behind the growth of all other
regions, especially since 2009, i.e., a period including both the financial and Arab

*Nugent is Professor of Economics at the University of Southern California since 1976. He is also
a senior researcher in this field he has worked on a wide variety of issues, problems and analytical
techniques and in and on a variety of countries from Latin America, Africa, South and East Asia
and especially the Middle East and North Africa. He has written over one hundred articles in refer-
eed journals, numerous chapters in edited volumes and edited or co-edited four books. He serves on
the Board of Directors of several economic associations, and editorial boards of several journals.
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Spring crises. He traces this back to the general failure of Arab economies to
maintain internal economic stability, but in this respect pointing to the greater
success of some of the Gulf countries in using Sovereign Wealth Funds to smooth
out some of these instabilities. The economic instabilities have in some cases con-
tributed to extremely high-income inequality, armed conflict, violence, civil war
and refugee problems. While Abdelbary points to a number of areas in which
a number of countries have made significant policy reforms, such as in mov-
ing away from the rigidities of central planning, encouraging the development
of private banks and credit, and in improving health and education, there have
been major shortcomings in all of these respects. For example, the private sec-
tors of these economies have remained weak, without sufficient competitiveness
and distorted with inefficient regulations and all too much corruption. Similarly,
although education has expanded, it has been of low quality, especially at high
levels. Moreover, the constraints put on so many of the favorable developments
by the failure of some of these same economies to balance their fiscal budgets and
their balance of payments, have greatly limited the full extension of these services
and the realization of their benefits.

From his very impressive panel regressions for overall economic growth across
three different regions (developed, developing and Arab economies) within his
78 country sample, Abdelbary draws some interesting contrasts. For example, he
shows especially large positive effects on growth of improvements in technology
in Arab countries, suggesting that through improvements in the quality of edu-
cation (especially at high levels), and improved governance, it could be possible
for Arab countries to raise their growth rates significantly through the technol-
ogy mechanism, in part by inducing more FDI. Similarly, from the especially
large coefficient of the freedom from corruption component of governance for
the Arab region, and the extremely low values of this index in most Arab coun-
tries (which indeed were responsible for the costs to development Arab Spring
instabilities), he points to the potential for boosting growth in Arab countries by
improving control of corruption.

He concludes this highly analytical book with a brief outline of a compre-
hensive set of political, institutional, economic and social reforms designed to
mitigate the existing problems detected in his econometric and other analyses
and to promote more inclusive growth in the years ahead. Hopefully, the pro-
posed reforms will be given serious consideration by the people and their leaders
throughout the Arab region, so that we may see a brighter path to the develop-
ment being realized in the coming decades.



Foreword

Mahmoud Mohieldin*

The Arab region is in trouble. Some of the world’s worst humanitarian cri-
ses have devastated societies, destroyed economies, and displaced millions of
people, turning many of them into refugees. The continued marginalization of
women and girls and inadequate investment in education and health services
hold back social and human development. Water is scarcer than anywhere else
in the world, jeopardizing food security and threatening urban and rural devel-
opment, and climate change have ominous implications for the region, today
and in the future. The Arab region is also the only region in the world in which
extreme poverty has increased; inequality has also widened. It requires massive
efforts and a paradigm shift to be put in track for achieving the Sustainable
Development Goals (SDGs).

To address these challenges, this rich and ambitious study argues that a bold
new approach—based on comprehensive institutional, economic, and social
reforms in the region—is needed that dismantles the barriers to good governance
and leads to dynamic transformation. Transformative change requires more than
just resources, according to the author; it requires a shift in orientation toward a
new developmental policy framework in which institutional, political, social, and
economic reforms are crafted and implemented simultaneously.

Abdelbary’s book is using advanced technical methods in assessing develop-
ment opportunities and challenges in the Arab region, these tools outcomes were
fascinating, especially the recommended framework that has been adequately
analyzed in detail across the book. Moreover, the book has very strong policy
implications useful for decision makers, which will make it a very useful tool for
the assessment and monitoring of reforms.

This book fills a critical knowledge gap by presenting a new framework and
examining the effects of three exogenous factors resource abundance, conflicts,
and demographic change on development. It provokes thinking about alternative
scenarios of reforms in the Arab world and raises fundamental questions about

* Dr. Mohieldin, is an economist with more than 30 years of experience in international finance and
development. He is the United Nations Special Envoy on Financing the 2030 Agenda. He was the
former Minister of Investment of Egypt, and most recently, served as the World Bank Group Senior
Vice President for the 2030 Development Agenda. He is also Professor of Economics at Cairo
University and a Visiting Professor at several renowned Universities worldwide. He holds leading
positions in international research centers and economic associations.
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the region’s prospects. The framework developed in this book could be used to
analyze other endogenous and exogenous factors and their impact on the Arab
region such as climate change, pandemics, technological change, and the shifts in
the center of the global economic gravity towards the east.
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