
Elektronik Siyaset Bilimi Araştırmaları Dergisi  Haziran 2014 Cilt: 5 Sayı:2 

Die Elektronische Zeitschrift für politikwissenschaftliche Studien  Juni 2014 Vol:5 Num:2 

Electronic Journal of Political Science Studies  June 2014 Vol:5 No:2 

Elektronik Siyaset Bilimi Araştırmaları Dergisi  Haziran 2014 Cilt:5 Sayı:2 

Understanding the Political Economy of the Arab Spring 
Emirhan KAYA

*
 

Abstract 

This article examines the main causes of the Arab Spring from a political economy 

perspective. In that regard, the major argument is that the driving force behind the uprisings is 

the lack of economic opportunities and jobs chances for the people, and particularly the youth 

of Arab countries.In this context one can come to conclusion that the economic structure that 

builds the ground for the flagrant corruption of the authoritarian elite in the Arab World 

should be transformed. Thus, the Arab economies will be able tomeet the challenges of demo-

graphic transition, private sector development, regional economic integration and neoliberal 

transformation. 
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Arap Baharı’nın Ekonomi Politiğini Anlamak 
 

Özet 

Bu makale Arap Baharı’nın temel nedenlerini ekonomi-politik bakış açısından incele-

mektedir. Bu bağlamda temel argüman, Arap halklarının, özellikle de genç nüfusun ekonomik 

fırsatlar ve iş imkanlarından yoksun olmasının ayaklanmaların arkasındaki itici güç olduğudur. 

Bu bağlamda Arap dünyasındaki otoriter seçkinlerin aleni yolsuzluğuna zemin hazırlayan 

ekonomik yapının değiştirilmesi gerektiği sonucuna varılmıştır. Böylece Arap ekonomileri 

demografik değişim, özel sektörün gelişimi, bölgesel ekonomik bütünleşme ve neoliberal dö-

nüşüm gibi sorunlarla başa çıkabilecektir.  

 

Anahtar Kelimeler: Arap Baharı, Ekonomi Politik, Rantiyeci Devlet Teorisi 
 

In Tunisia, when Mohammed Bouazizi, who was a street vendor selling fruits and veg-

etables, set himself on fire, he was protesting corrupt practices and the lack of economic op-

portunities in his country. It was claimed that he had already applied for several other jobs but 

he had been refused for all of them and he had no other employment chances.
1
The centrality 

of economic grievances among protesters during the Arab spring, as seen below, indicates that 

economic factors have played a significant part in inciting protests. As Sika emphasizes, a 

major slogan of the Egyptian uprising “Food, Freedom and Human Dignity” exemplifies the 

deep-rooted problems of the prevailing political economy in the Arab region.
2
Therefore, apart 

from the level of democracy and degree of repressiveness, the interaction between the political 

and economic variables in the Arab countries is worth investigating in order to analyze the 

factors leading to the Arab revolts of 2011-2012. Additionally, it was observed that "neither 
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the poorest nor the richest of the countries in the Arab world (in terms of Gross Domestic 

Product [GDP]) experienced uprisings but that most protests occurred in the middle income 

countries".
3
 It indicates that it is not the absolute level of economic growth that matters but 

how government resources are used is the main issue at stake.Therefore, it is required to stress 

the importance of economic variables rather than GDP-such as economic inequality, unem-

ployment level or the lack of food security. In that respect, the level of population growth and 

governments' provision of social services such as the existence of a national health care sys-

tem, access to decent education, and investment in public infrastructure should be taken into 

account as well. 

This paper aims to explore the economic underpinnings of the Arab Spring to analyze 

its causes from a political economy perspective and to understand the changes in the economic 

structure since the beginning of the uprisings. It is argued that the main reason behind the Ar-

ab uprisings is the economic practices of the past that brought about economic inequality and 

put heavy economic burden on the people. Furthermore, it is maintained that greater political 

representation should be coupled with a greater access to economic opportunities in order to 

produce effective change.The Arab countries should basically cope with a number of chal-

lenges such as the demographic transition, private sector development and the implementation 

of the neoliberal reforms properly to succeed in this change.In the next chapters, following the 

section introducing the background and theoretical framework of the study, in which the 

rentier state theory is discussed, major issues in the economies of Middle East and North Afri-

ca (MENA) countries, and lastly, the future prospects of the new regimes will be discussed. 

 

Background and Theoretical Framework 

In order to understand how contemporary political economy of the Middle East has 

been shaped, it is firstly necessary toexamine briefly the background conditions of the Arab 

Spring in terms of economic practices. It is obvious that narrow arguments about the uprisings 

that describe them as a reaction to decades of authoritarian rule do not help us to understand 

why they occur now
4
,and therefore, we need a clearresponse tothe “why right now” question 

in order to understand the path to 2011.In order to reach such a response, at the outset, it 

should be noted that protests infused with socio-economic grievance have a long history in the 

Middle East. Such kinds of protests were responded violently by central authorities because of 

the historical inability and unwillingness of Arab rulers to extract and redistribute resources 

domestically.
5
Concerning the failure of the centralized and bureaucratic system, it was ob-

served that “neither socialism of the 1960s and 1970s nor the neoliberal economic reform of 

the 1990s has been able to dismantle this system of centralized control, discretion, and privi-

lege”.
6
The related strategy of “purchasing political security with decades of boom and bust, 
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but little economic growth”
7
 touches upon the issue of rentier states and whether subsidies and 

economic benefits can be used to purchase citizen loyalty. 

The rentier state paradigm, which was first proposed by HosseinMahdavy
8
,has been 

used to explain the political dynamics of oil producing countries
9
 despite the rentier state is 

not necessarily linked to oil production.
10

 According to Mahdavy’s definition of rentier states, 

they “receive on a regular basis substantial amounts of external economic rent”.
11

It should 

firstly be noted that there is no such thing as a pure rentier economy because each and every 

economy has some elements of rent.
12

 Therefore, a rentier economy is defined as “one where 

rent situations predominate”.
13

 As Beblawi argues, in such situations, the origin of the rent is 

external, andadditionally, the majority of the people are involved in its distribution and con-

sumption rather than its generation. Thus, in contrast to a pure internal rent, an external rent 

can sustain the economy without a strong productive domestic sector.
14

 Furthermore, the role 

of the government as the principal recipient of the external rent results with the concentration 

of rent and political power in the hands of the few. Therefore, it is not surprising that the re-

gimes established a corporatist system favoring the small group of autocratic rulers and their 

cronies.
15

 

The rentier state theory establishes the link between rentier economy and the lack of 

economic and political development observable in the countries classified as rentier states. It is 

maintained that in the case of rentier states, contrary to the “production states”, the state is 

financially independent from the society because it is not supported by the society through 

taxation. Rentier states have the ability to spend more domestically by paying higher salaries 

or by providing more profitable government contracts. As a result, “[the state] does not have 

to offer confessions to society such as a democratic bargain or a development strategy.”
16

With 

respect to economic practices, the point here is that the resulted welfare policies as part of the 

mechanisms of the rentier economy for redistribution of part of the oil revenue to the people 

make it possible for them to participate in activities that have either a secured income or ex-

tremely high profitability, without contributing much to productive work.
17
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Countries such as Egypt, Syria, Algeria, Morocco, Jordan, Yemen and Tunisia that do 

not have significant rents from oil are dependent on less reliable rents such as foreign aid, mi-

grants' remittances and private investments.
18

 In these countries, responses to the historical and 

institutional evolution of taxation, labor rights and property rights as important elements of 

fiscal politics in the last decades laid the groundwork for 2011.
19

 For example, the link be-

tween the rapid spread of protests among workers and decades of intra-regional labor migra-

tion is of great importance in that regard. It implies that as a result of decreasing employment 

opportunities in “destination countries” such as the Gulf Cooperation Council (GCC) coun-

tries, increasing numbers of migrants returning to the country of origin face problematic eco-

nomic circumstances that may reduce the capacity of labor markets in countries of origin to 

absorb returnee migrants.
20

 Furthermore, Malik and Awadallahconsider the roots of the re-

gion's long-term economic failure in “a statist model of development that is financed through 

external windfalls and rests on inefficient forms of intervention and redistribution”.
21

 The 

point here is the inability of the Arab world to develop a private sector that is independent, 

competitive and integrated with global markets as will be stressed in this paper. To conclude, 

in order to understand the political economy of the MENA in general before focusing on the 

Arab Spring process in particular; the model of rentier state, intra-regional migration and the 

statist model of development that prevail in the MENA region should be examined. 
 

Major Issues 

Demographic Transition 

Among the major socio-economic issues that affect the Arab revolts, the first problem 

that should be tackled is the demographic transition that the Arab countries experience. It 

should be underlined that the Middle East has witnessed an unprecedented youth bulge over 

the last few decades. The second half of the 20
th

 century witnessed an explosive population 

growth within the MENA countries, and the region's growth rate reached to a peak of 3 per-

cent in a year around 1980.
22

 Moreover, an annual growth of some 2.7 percent between 1980 

and 2008 is among the highest rates of population growth observed around the world.
23

 It is 

closely related with the high rate of youth unemployment in the Arab world becausethe eco-

nomic structure is unresponsive to the needs of growing population. It is observable that the 

local systems of governments offer limited economic mobility to the region's youth. It should 

also be remembered that the Middle East is not the only region to have witnessed such demo-

graphic changes. However, while other emerging market economies in Asia have successfully 
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controlled their youth bulges for development
24

, the youth unemployment rate in the MENA 

countries is more than twice that of South Asia.
25

 This fact also brings about the limited export 

presence of the private sector in the MENA countries.While the region holds less than one 

percent of world market share in non-fuel exports, this share is 10 percent in East Asia and 4 

percent in Latin America.
26

 It indicates that the lack of qualified workers as a result of the fail-

ure in the attempts to develop population policies in order to sort out the problems of human 

resource development contributed to the ineffectiveness of private sector in general. Thus, it 

can be observed in the region that a growing proportion of young people are not only unem-

ployed, but also unemployable. 

In order to emphasize the demographic issues, Sika, from a broader perspective that 

involves a socio-economic point of view, claims that the prevailing social contract within the 

region where population resigned itself to a lack of political freedom in exchange for the pro-

vision of certain services has come under pressure in the 1990s due to increasing inability of 

the state to co-opt the educated youth into the public sector.
27

 This perception is a result of the 

fact that the market could not absorb the increasing number of unemployable people. Addi-

tionally, an increase in the literacy and education levels led to an increase in the percentage of 

educated employees into the market. Together with the success in expanding access to educa-

tion and closing gender gaps in educational attainment, a greater female participation in the 

labor force was observed. For instance, since 1960, the proportion of women in the paid work-

force has increased in Egypt and Morocco to different degrees. In 2013, women make up 14 

percent of the non-agricultural work force in Egypt, and around over 25 percent in Morocco.
28

 

However, the participation of women in the labor force increased labor-supply pressures. It 

should also be emphasized that together with the sharp rise in food prices, the high percentage 

of youth in the population has stretched existing welfare system beyond capacity. However, 

Arab governments continue to provide subsidized food items because they are massively de-

pendent on food imports. According to IMF estimates, countries in the MENA region spent 

$212bn in 2011 on food and energy subsidies, equivalent to more than seven percent of the 

region's GDP.
29

 

 

Private Sector Development 
The second issue that should be addressed is the challenge of the development private 

sector. Due to the fact that the states in the region regard income generated by resources rather 

than the rent streams as a threat, developing a private sector is viewed as a challenge. Addi-

tionally, the collective action problem of the Arab world that has been in existence since the 

fall of the Ottoman Empire caused by the Arab world's economic fragmentation into isolated 
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geographic units makes it harder to bring together companies, capital and people. From a his-

torical perspective, it could be seen that many of the independent Arab states emerged after the 

Second World War lacked a solid constituency for the development of private sector. In the 

Arab world, labor markets remain fragmented at multiple levels and in many countries there is 

an unbalanced division of labor between the public and private sector. While the private sector 

runs a competitive job market relying mainly on migrant workers, governments have dominat-

ed private sectors. Springborg emphasizes that autonomous, non-governmental political organ-

izations have had few independent sources of capital. Headds from a political-economy per-

spective that “the balance of economic power has favored government over opposition, au-

thoritarianism over democracy”.
30

 

Furthermore, the uninterrupted flow of external windfalls significantly contributes to 

the state-centered development paradigm. However, the Arab governments need “a new de-

velopment paradigm that is based on a competitive, entrepreneurial and inclusive private sec-

tor”.
31

It is obvious that external rents bolstered the ability of the public sector to provide em-

ployment and subsidize public consumption. During the Arab Spring, Arab governments re-

sponded to global economic pressures and public revolts by increasing the subsidies on food 

and fuel and increasing salaries in the public sector. As for the private sector, it has operated 

as extension of the state. For instance, considerable government shares in large business con-

glomerates in Saudi Arabia can show how the boundaries between public and private are 

blurred. 

The Arab world should manage to develop a strong private sector that is connected 

with global markets and generates productive employment for its young population. Thus, the 

private sector does not remain dependent on a state patronage and it is determined by entre-

preneurship. Concerning the issue of how to develop a vibrant private sector, besides econom-

ic incentives such as improving investment climate, offering cheap credit, introducing market 

friendly economic reforms and reducing the cost of doing business; states need to take politi-

cal measures because these economic incentives are likely to challenge the rulers' position. 

The development of labour-intensive manufacturing is of critical importance in that regard in 

order to reduce poverty and unemployment. Furthermore, the fragmentation of the Arab world 

into isolated geographic units with limited economic linkages between them prevents firms 

from realizing the benefits of a bigger market.
32

The firms remain dependent on state patronage 

as a result of their inability to compete for a larger market. Therefore, the creation of regional 

economic commons in the Arab world is of great importance. However, the overwhelming 

reliance on rents derived from fuel exports, foreign aid and remittances is described as the 

“original sin” for Arab economies.
33

 In the Arab world, as the state's fiscal reliance on oil and 

aid revenues increased, it became less dependent on merchants.
34

 For instance, in the Gulf 
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monarchies oil revenues shifted the balance of power from merchants to rulers and made the 

private sector more dependent on state patronage.
35

 

 

Arab World’s Economic Fragmentation 

The Arab world's economic fragmentation which hampers the development of private 

sector is also among the factors hinderingregional integration and economic development in 

the Arab world. It should firstly be emphasized that internal rivalries, dependence on external 

powers and the absence of a strong domestic constituency for integration prevented attempts at 

economic integration.
36

 Therefore, the Middle East remains as one of the most fragmented 

regions of the world in terms of production, trade and economic linkages. It indicates that the 

share of intra-Arab exports as a share of total exports is considerably low. As Miniesy, Nugent 

and Yousef emphasize, different Arab countries produce similar goods and “the relative simi-

larity of resource endowments at the sub-regional level has made them competitors in the 

same product markets”
37

 such as oil, phosphates, petrochemicals, and agricultural products. 

Countries in the Gulf and North Africa trade predominantly within their own sub-regions; and 

it implies that even this limited trade is geographically clustered. For instance, nearly 58 per-

cent of the intra-Arab exports of the GCC are with other GCC countries.
38

 

Furthermore, fragmentation adversely affects the investment climate and makes busi-

ness environment particularly risky. For instance, it keeps the market for second hand capital 

goods smaller and thus makes new investment risky.Fragmentation also affects the scale of 

defense expenditures in the Arab world and causes, whether directly or indirectly, the wasteful 

duplication of defence expenditures. It is also interesting that defence spending is even high in 

countries that are resource-scarce such as Morocco, Jordan, Syria and Lebanon.
39

As an impli-

cation, we see that although the level of development and per capita income of Arab states, 

East Asia and the Pacific was almost at the same level in the 1970s; by 2009, the income level 

in East Asia and the Pacific was almost two thirds higher than that of the Arab region.
40

More-

over, the regional income differences between a small group of oil-rich countries and the poor 

oneshave deepened as well. For example, in 2010, Saudi Arabia’s per capita income ($ 

45,900) was more than ten times that of the neighboring Yemen ($ 4,300).
41

 
 

Neoliberal Transformation 

Neoliberal reform in the Arab world should also be examined in order to show how the 

authoritarian nature of the state could not change in spite of the macroeconomic reforms. As 

Khalidi points out, the current uprisings represent the struggle to end the post-colonial period 
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of successive liberal and autocratic regimes in the Arab world.
42

 Throughout the past two dec-

ades neoliberal reforms were initiated forcefully as part of a process of changing the develop-

mental project in the Arab world. Within the framework of the strategy of the “authoritarian 

upgrading”
43

, Middle Eastern dictators used the rhetoric of neoliberalism. Thus, they aimed to 

“jettison the costly developmental promises which had once been key to their legitimation”
44

. 

As a result, the state began to retreat from the economy, and the indigenous bourgeoisie 

emerged as the crony capitalists who were a crucial part of the ruling elite. 

The steps taken to reduce government subsidies were detrimental to the prevailing so-

cial contract in the region. In middle and lower income countries like Egypt, Tunisia, Moroc-

co, Jordan and Yemen; because the government provided for the socio-economic well-being 

of its citizens in return for keeping authoritarian regimes in power, government subsidies and 

public enterprises were essential.
45

 Although government supporters became unemployed, 

with the structural adjustment policies, political participation has not been enhanced. Arab 

governments advocated austerity measures, decreasing tariffs and opening markets. However, 

“they were not as fervent about advancing good governance, the rule of law and a real democ-

ratization process”.
46

 As a result, although economic reforms increased GDP growth and hu-

man development substantially, the positive results of neoliberal expansion were not felt 

across the society and open markets embedded authoritarianism within the region. “Markets 

became capitalist but they were based on cronyism and they were not competitive in nature”.
47

 

Despite the corollary of the nexus of power between the political and economic elite involves 

various forms of liberalization, authoritarian rule seems to have been strengthened over the 

past decades.
48

 

Despite the MENA region had an average growth of 4.8 percent per year between 2010 

and 2012
49

; Arab countries have based their growth on import-oriented and service-based 

economies and “this type of economy flourished at the expense of agriculture, manufacturing, 

and industrial production shares”.
50

 Economic reforms have led to the destruction of social 

safety nets such as welfare, subsidies and job provisions; and it affected basic health and edu-

cation provisions. Eventually, a dramatic increase of the informal sector was observed. For 

instance, Springborg links it to the decline in urbanization and industrialization, and states that 
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“young Egyptians are increasingly staying at home in rural and semi-rural areas, eking out a 

living in the informal sector, into which more than two thirds of new employees into the labor 

market are being absorbed.
51

 The interests of social alliance of incumbent political and private 

economic elites who formulate and organize the legal-institutional framework were promot-

ed.
52

 In short, although macroeconomic reforms under the auspices of the World Bank and the 

International Monetary Fund (IMF) have been implemented since the 1990s, neoliberal re-

forms were accompanied by corruption and cronyism, high unemployment levels and rising 

social inequalities as well as increasing incidences of social protests. 
 

Future Prospects 

It will be beneficial to focus on the issue of how the future of these countries seems to 

be shaped following the uprisings in terms of political-economic considerations. It should 

firstly be underlined that although neoliberal reforms of the 1980s and 1990sproved ineffec-

tive, the post-revolutionary regimes do not seem to have any clear economic vision, beyond 

the neoliberal orthodoxy implemented by their predecessors.
53

They should reformulate eco-

nomic policies in order to deliver meaningful growth to the excluded majority of the popula-

tion. In order to promote inclusive growth and job creation, long-running structural deficien-

cies should be addressed. 

When the economic outlook of the region is examined, it is prospected that GCC econ-

omies do not seem to change in the near future.
54

Although transition governments have main-

tained macroeconomic stability so far, serious short-term risks still exist because of the con-

tinued political uncertainties, regional tensions, deteriorating global economy as well as esca-

lating food and fuel prices.
55

 Countries such as Tunisia and Egypt have not changed their 

economy but only took minor measures to increase public sector wages and some subsidies in 

order to reduce social discontent.
56

 Egypt also enacted minor tax reform measures and started 

negotiations to apply a 20 percent income tax only to individuals who earn more than $9000.
57

 

Although the Egyptian government rejected loans from the IMF in July 2011, it conceded to 

the IMF's 3 billion loans and conditionalities by January 2012. Even in Saudi Arabia, public 

sector wages and social benefits were increased. Sika claims that the Supreme Council of the 

Armed Forces (SCAF), which took power in the interim after the overthrow of Mubarak 

gained direct benefits with the pre-Spring economic order and the same neoliberal projects of 

pre-Spring economies based on services, privatization of government enterprises and control-

ling budget deficits.
58

 While the interim governments of both Tunisia and Egypt blame the 

corruption of the previous regime, they do not criticize the rift in the structure of the economy. 

They only give importance to fighting corruption, developing agriculture and supporting tour-
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ism. Sika underlines that there have been no negotiations concerning industrialization or prob-

lems associated with the informal market during Egypt's negotiations with the IMF in January 

2012.
59

 In conclusion, decision-makers and researchers should discuss the ways to give a con-

crete economic response in the near future because without it, the hopes generated by the revo-

lutions can easily result with despair, and we might observe “de jure change in political insti-

tutions without altering the underlying distribution of economic power”.
60

 Furthermore, it 

must be seen that, as Kuran suggested, the Middle East lost economic standing toward the end 

of the second millennium because it was late in adopting key institutions of the modern econ-

omy for “the mobilization of productive resources on a huge scale within long-lasting private 

enterprises and the provision of social services through durable entities capable of transfor-

mation”.
61

 

 

Conclusion 

The political-economic considerations that have been neglected in some analyzes 

should be taken into account in order to show the interaction between political and economic 

variables during the Arab spring process. Thus, it will be well understood that the protests 

targeting authoritarian regimes were also a reaction to the prevalent economic and social con-

ditions in the Arab world. It should firstly be emphasized that although Middle Eastern coun-

tries differ on multiple dimensions, admittedly, both economic and political power is concen-

trated in the hands of a few all across the Arab world; and external revenues profoundly shape 

the region's political economy. Such a socio-economic imbalance has created social unrest that 

resulted in riots. As underlined in the paper, the rentier state theory which analyzes the distri-

bution-oriented strategy of the rentier countries is a useful tool for explaining the socio-

economic inequalities and the ineffective economic practices prevalent in the Arab world. It 

should be stressed that the economic system encouraging the struggle to capture and control 

the economic rent as a way of enrichment causes the concentration of economic and political 

power in the hands of a few. Furthermore, productive sectors are neglected because rentier 

states lack diversification within their economies. Thus, it is concluded that a market-based 

allocation of resources will contribute to the equitable redistribution of opportunities and pow-

er among the excluded majority. 

The major issues addressed in this paper are the main challenges to the Arab econo-

mies revealed by the Arab Spring. Firstly, it should be emphasized that the youth bulges as a 

result of the demographic change are fairly common across the region. It indicates a problem 

that governments have dominated private sectors in the Arab countries. Therefore, Arab coun-

tries are mostly centralized states with a dominant public sector. Furthermore, the persistent 

economic fragmentation of the Arab world is a crucial problem that is regarded as a barrier to 

private sector development.Besides the failure in developing a robust private sector, Arab 

states failed at implementing macroeconomic reforms and achieving neoliberal transformation. 

In such conditions, it seems hard to dismantle the barriers to economic development and re-

gional economic integration. However, if the challenge of demographic change, private sector 
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development, regional economic integration and neoliberal transformation can be handled 

successfully, the Arab economies will be able to overcome the problems of unemployment and 

economic inequality. 
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