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Abstract.  The popular uprisings that shake the stability in the Arab World represent a turning point in 
the history of this region. The events which have happened in the latest months highlight the serious diffi-
culties and uncertainties surrounding the transition process in Arab countries. The demands being made in 
countries across the region transcend purely political matters and attain economic and social issues.           
The purpose of this paper is to capture the transformations which have taken place in the Arab World – 
and, accordingly, the main economic and social effects and to identify possible solutions to the contradic-
tions generated by the complex process of transition in these countries. 
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1. Introduction 

The popular uprisings in the Arab World which 
flowered at the beginning of 2011 represent a peak 
in people dissatisfaction, with its roots in devel-
opment failures. The uprisings seem to constitute a 
structural break with decades of authoritarian rule, 
mediocre economic growth, chronic unemploy-
ment and weak institutions. The challenges facing 
the Arab countries at their current juncture lie at 
the crossroads of governance and development.  

The economic performance of the Arab coun-
tries has been middling over the past half century; 
while the region has suffered no major crisis, it 
now faces a major challenge, namely the demo-
graphic transition (the labour force is increasing 
rapidly because of the change in the age structure 
of the population). This is a major challenge for all 
Arab countries, despite the differences among their 
economies. 

Besides the internal demographic, social and 
economic pressures, the region faces an external 
challenge as well: the global economic environ-
ment in which the Arab states have to operate. The 
process of globalization is restricted by the re-
gion’s reputation as a risky business environment, 
but the current social transformations may lead to 
better future prospects.  

The purpose of this paper is to highlight the 
peculiarities of Arab economies, to review the 
main economic and social challenges and to iden-
tify possible solutions to the contradictions gener-
ated by the complex process of transition in these 
countries. The proposed research topic is based on 

the analysis and critical evaluation of available 
literature (literature review). Being a descriptive 
study above all, this paper will focus on using the 
conceptual framework which aims at making con-
nections between all aspects of the research. 

2. Identifying the constraints 

The Arab World is not really one place, a mono-
lithic structure, so change will have many faces. 
According to Wright (2008) the region today is 
arguably more stereotyped than any other part of 
the world. But the peoples, histories, political sys-
tems and economies are considerably different. 
Therefore, the patterns and demographics of the 
protests varied widely across countries like Tuni-
sia, Egypt or Libya. Although “they shared a 
common call for personal dignity and responsive 
government, the revolutions across these three 
countries reflected divergent economic grievances 
and social dynamics - legacies of their diverse  
encounters with modern Europe and decades under 
unique regimes” (Anderson 2011). 

Economically, the region includes the world’s 
richest nations, like “glamurous” Qatar, which had 
the world’s highest growth rate in 2010 and a GDP 
per capita of $76,168 (ILO 2011). On the other 
extreme is Yemen, where the capita income is a 
mere $1,282 (Table 1). 

The economic development of the Arab coun-
tries during the last fifty years, since they gained 
their independence, has been middling. It has been 
worse than East Asia and about the same as Latin 
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America and South Asia: in a nutshell, not the 
worst, not the best, falling behind the West 
(Noland, Pack 2007). 
 
Table 1. Economic context 2010 (Source: Authors’ 
selection based on ILO Department of Statistics, Statis-
tical Update on Arab States and Territories and North 
African Countries, 2011) 

Country GDP per capita 
(US$) 

GDPgrowth 
(%) 

Egipt 
Sudan 
Algeria 
Iraq 
Morocco 
Saudi Arabia 
Yemen 
Syria 
Tunisia 
Libya 
Jordan 
U.A.Emirates 
Lebanon 
Kuwait 
Oman 
Qatar 
Bahrain 

2.789 
1.705 
4.435 
2.564 
3.249 
16.996 
1.282 
2.877 
4.200 
11.314 
4.500 
59.717 
10.044 
36.412 
18.657 
76.168 
20.475 

5.1 
5.1 
3.3 
0.8 
3.2 
3.7 
8.0 
3.2 
3.7 
4.2 
3.1 
3.2 
7.5 
2.0 
4.2 

16.3 
4.1 

 
 

Making comparisons is a dangerous task and a 
subject of controversy mainly because it has been 
seen as an attempt to denigrate Islam (Owen 
2002). On the other hand, Kuran Timur (2007) has 
provided a powerful argument for comparative 
economics: looking at the problems of one region 
without comparison limits vision and understand-
ing.  

Global democratization accelerated in these 
parts of the world (East Asia and Latin America) 
during the 1980s and 1990s. The conventional ex-
planation regarding the development of East Asia 
refers to free market policies, high levels of public 
investment, agricultural productivity improve-
ments, and technical progress due to investment in 
education. Latin America witnessed numerous 
military juntas fall to political change (Sorenson 
2011), although the development efforts led to 
monetary expansion, inflation and foreign debt. 

Regarding the Arab World, one of the most 
important themes in its economic history has been 
the role of the state (Rivlin 2009) and this role has 
been considered to be negative in many respects. 
The Arab Human Development Report (2002) 
highlighted the relationship between Arab political 
systems and economic performance. Decades of 
political stagnation and uncertainty about the fu-
ture of many of the region’s political regimes have 
also impeded succesful globalization and sound 
economic growth. These regimes, the most power-

ful forces acting against change in this part of the 
world are, according to Ayubi’s terminology 
(2008), fierce but weak. They feel that major eco-
nomic reforms might threaten their power – it is 
known that, in general, economic reforms cannot 
be separated from political reforms (one exception 
is China) and this is the reason why they invested 
huge amount of money in modern technology in 
order to make their control bodies (army, secret 
police - the “Muckhabarat”) more effective. 

Another peculiarity of the Arab World is rep-
resented by Islam, as there has been much debate 
about the role of religion in the economic devel-
opment of the region. Islam “inspires fear and fas-
cination in the Western imagination” (Lapidus 
1996) and it has become increasingly influential in 
social, political and economical life, even an im-
portant point of reference in debates about how the 
Arab World should be governed. Some political 
organizations stated that “Islam is the solution”, 
attracting thus new adherents, including women, 
young people, especially well-educated persons 
(Tessler 2002). 

The concept of “Islamic economics” became 
prominent during the decolonization process in 
Muslim countries after World War II (Sramek 
2009) and it was considered to be a political tool 
to re-create Islamic authority over economy. The 
prohibition of usury (“riba”) - commonly believed 
to be equivalent to the charging of interest - is the 
central principle of Islamic economics. In his em-
pirical study, Sramek explained that Islamic bank-
ing, based on prohibition of interest and profit and 
loss sharing (PLS paradigm), undeperformed and 
became inefficient compared to Western banking 
systems.  

On the other hand, many authors argued that 
Islam was not the cause of economic stagnation in 
the Arab World. Noland (2005) made an econo-
metric study and concluded that the influence of 
religion on economic growth was not significant: 
“Islam does not appear to be a drag on growth”. 
Platteau (2008) stated that not religion was the 
problem, but the use of it and Kuran (2005) ex-
plained that change was refrained by conservative 
views put forward in the name of Islam (Rivlin 
2009). It is possible that the Islamic religious tradi-
tion or other cultural or historical experiences 
could have indirectly affected economic perform-
ance in the region. 

3. Demography and economics: addressing  
the challenge 

The Arab World is endowed with 58 % of the 
world’s proven oil reserves (including Iran) as pre-
sented in Figure 1 and 22 % of proven gas re-
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serves. The Arab World as a group remains the 
world’s larger producer of crude oil (accounting 
for 30 % of global exports). Over the medium 
term, most of the increase in the global production 
of crude oil is expected to come from the region, 
mainly from Saudi Arabia and Iraq (Institute of 
International Finance 2011). 
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Fig.1. World proven crude oil reserves by region, 2010 
(Source: Authors’ selection based on Arab Competi-
tiveness Report 2011 statistical data); MENA = Middle 
East and North Africa 
 

But not all Arab countries are endowed with 
such great natural resources (oil, gas) and therefore 
they are oil importers (Siria, Lebanon, Egypt, Mo-
rocco, Tunisia). Because of the recent uprisings in 
these countries the situation will become even 
worse; in particular, tourism, foreign direct in-
vestment and local private investment will be 
hard-hit. Two-thirds of Arabs do not live in major 
oil-producing countries, and they are confronting 
with the most revocative situations: job creation, 
technological gap surmounting, demographic tran-
sition with its implications and poverty alleviation. 

The central economic challenge confronting 
the Arab World and a key issue over the next dec-
ade is to provide employment for its rapidly grow-
ing labour force. The number of young people en-
tering the labour markets in these countries has 
been rising rapidly because of the large increases 
in population in the 1980s and 1990s. Ths situation 
will continue for the next two decades, adding an-
other difficulty to the problems young people are 
already facing in finding employment that meets 
their expectations. 

Throughout the region, labour force is grow-
ing about 4 % annually (Noland, Pack 2008) pos-
ing a significant challenge for job creation. Demo-
graphic growths, insofar as it is the main cause of 
increase in the labour force, represent also a sup-
ply factor. And the labour market’s role is to bal-
ance the supply of labour with demand; if this 
cannot be effeciently managed and there is an ex-
cess of supply, unemployment occurs. Sources of 
demand for labour depend on the structure and 
growth of the economy. According to Rivlin 

(2009), the main reason for low employment rate 
in Arab countries has been the unstable or low 
economic growth rate, due to the fact that the re-
gion has missed out the process of industrializa-
tion. And this happened because of government 
policies, the weakness of the private sector and 
weak linkages to the outside world (Arab govern-
ments hesitated to grasp the opportunities offered 
by globalization).  

Although economic growth has enhanced 
since 2002 (IIF 2011), the longer term growth re-
cord has been weak. Between 1980 and 2010, an-
nual real per capita GDP growth was less than 
1 %, well below the average per capita annual 
growth in South and East Asia. Private investment 
averages recorded less than 15 % of GDP in the 
region, compared to more than 20 % in the other 
mentioned regions. Another area of significant 
unrealized potential is technological readiness, 
which remains relatively low in much of the Arab 
World (Arab World Competitiveness Report 
2011/2012). The government’s dominant role in 
economy has tended to undermine productive pri-
vate sectors activities. Rationalizing the role of 
government and improving institutional quality 
could put Arab economies on a higher growth. 

3.1. Demographic transition and the pressure 
on labour market 

Internal pressure across the region resides mainly 
from demographic patterns. Mortality rates have 
fallen, life expectancy is rising, and fertility rates 
have begun to decline. According to Noland and 
Pack (2007), between 1980 and 2000, life expec-
tancy in the region increased by more than eight 
years, infant mortality was cut in half and fertility 
rates fell dramatically (by more than two births per 
woman). This change in the age structure of the 
population is called demographic transition. 

Eltigani (2005) argues that the changes in the 
level and pattern of fertility are mostly determined 
by changes in marriage patterns (it is increasengly 
delayed), and the economic hardship experienced 
by many Arab countries was another contributing 
factor to fertility transition. The restructuring of 
the economies of Arab countries determined in-
creased reliance on taxation, rationalization of jobs 
in the public sector, elimination of subsidies on 
essential consumer goods, and the introduction of 
fees for goods and services. All these changes af-
fected the marriage patterns and induced a decline 
in marital fertility. An earlier, but also interesting 
point of view (Rashad 2000) suggests that Arab 
culture can be held risponsible for resistance to 
change, thus the decline in fertility being delayed. 
For some countries and for more fortunate people, 
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the decline was driven by higher aspirations and 
wider opportunities; for others and for the less for-
tunate, worsening economic conditions were the 
cornerstone for this phenomenon. 

In his study on fertility transition Eltigani also 
found that there is no important connection be-
tween the increasingly share of education among 
women in Arab countries and the process of 
demographic transition. The labour force partici-
pation rate of women in Arab countries is the low-
est in the world (ILO 2011) and the role of female 
in reducing fertility rates depends on increases in 
women’s formal work. Taking into consideration 
the major problem confronting these economies - 
the imperative to create jobs for the large cohort of 
young people reaching working age - it is unlikely 
that the economies of Arab countries will absorb 
substantially more women in the labour force. 

The demographic transition started earlier in 
North Africa than in the Middle East (Rivlin 
2009). Many Arab countries, especially Saudi 
Arabia and Siria encouraged population growth 
between the 1970s and 1980s and the conse-
quences are now obvious. Syria, for example in-
creased its population with more than 2.5 million 
inhabitants in one decade (between 1970-1980).  
Sudan and Yemen registered a worrisome demo-
graphic growth, as they are among the poorest 
countries in the region. The Gulf States population 
increased also with the large number of workers, 
mainly from other Arab countries, but also from 
outside the region. 

The demographic transition (with low fertility 
rates which resulted in a change in the age struc-
ture and growth in working-age population) im-
plies a significant challenge for the unprecedented 
growth of young people entering the labour mar-
ket.  A World Bank study from 2007 estimates that 
the region needs 80 million jobs between 2000 and 
2020 to absorb new entrants to the labour force 
(AHDR 2010). Youth aged 15-24 represent 30 % 
of the region’s working-age population and 
roughly 25 % are unemployed, compared to 14 % 
the international share. 

The Arab World has one of the most preblem-
atic labour markets. It has the fastest labor-force 
growth rate, the lowest female labour-force par-
ticipation and the highest rate of youth unemploy-
ment in the world. According to AHDR (2010) the 
highest labour participating rates are in labour im-
porting resource countries (the rich ones). In these 
countries male participation is three times higher 
than the female rates (Figure 2). In poor countries 
female rate is around 50 % of the male rate. 
Roughly 40 % of women work in agiculture (ILO 
2009). For women, their labour-force paricipation 
rate was and remains the lowest in the world: 

about 25 % in 1995 and about 29 % in 2005 (Riv-
lin 2009). At present, average women participation 
rate is 31.5 % (ILO 2011). 

 
Fig.2. Labour force participation rates by major country 
groups (Source: AHDR 2010, Employment patterns) 
 

In Arab countries much of the official job 
growth data is accounted in public sector, agricul-
ture (where productivity is declining) and the lib-
eral classification of informal home work and cot-
tage-industry activity as employment (Noland 
2008). According to the ILO experts (2011), the 
labour market problems in the region are very 
similar, although the countries differ in many re-
spects. Large regional imbalances exist between 
labor supply and demand within each country. In 
addition, there is a serious mismatch between the 
specialization of young university graduates on the 
one hand and the skills needed by labor markets on 
the other. The educational attainment level of the 
labor force continues to grow. This is largely due 
to the arrival of first-time entrants with higher lev-
els of education. Finally, there is a serious infor-
mation deficit that limits awareness of emerging 
job opportunities. In short, the region faces a 
demographic imperative to create jobs. 

3.2. Unemployment 

Unemployment has been considered a major prob-
lem in Arab (particularly non-oil producing) coun-
tries. According to International Labour Organiza-
tion (2011), the region has today the highest rate 
of unemployment in the world, 10.3 % compared 
to 6.2 % on average globally. 

In Arab countries unemployment particularly 
affect youth. As Table 2 demonstrates, youth reg-
ister higher rates compared to overall unemploy-
ment (the only exception is Syria). The Arab 
World youth unemployment is more than double 
the overall rate of unemployment, which is one of 
the highest globally. An extremely high youth 



THE ARAB WORLD AT A CROSSROADS: FACING THE ECONOMIC AND SOCIAL CHALLENGES 

612 

(aged 15-24) unemployment rate of 23.4 % in 
2010 (ILO 2011) is most worrying. The ILO ex-
perts also argued that “even if young people have 
jobs, working conditions are often very poor: low 
wages, little social protection, lack of secure con-
tracts and career prospects and weak or lacking 
trade unions to give them a voice”. 
 

Table 2. Youth vs. overall unemployment rates 2010 
(Source: Authors’ selection based on AHDR 2010, Unem-
ployment characteristics and impediments to job creation) 

Country Youth(15-24) 
unemployment 

Overall 
unemployment 

Egipt 
Sudan 
Algeria 
Iraq 
Morocco 
Saudi Arabia 
Syria 
Tunisia 
Libya 
Jordan 
U.A.Emirates 
Lebanon 
Kuwait 
Oman 
Qatar 
Bahrain 

25.8% 
41.2% 
45.6% 
45.3% 
15.7% 
25.9% 
19.8% 
26.5% 
27.3% 
38.9% 
6.3% 

21.3% 
23.3% 
19.6% 
17.0% 
20.7% 

8% 
21% 
10% 
30% 
10% 
5% 

21% 
14% 
7% 

11% 
2% 

12% 
3% 
7% 
1% 
5% 

 

An econometric study from 2008 (Moosa) ex-
plains in a novel manner that unemployment in 
Arab countries is not cyclical, but rather structural 
and it results from changes in economy that are not 
related to changes in education. He also admits 
that labour markets in this region are very rigid 
and dominated by the governments, as the main 
source of demand for labour. The structure of the 
economies also may determine unemployment, if 
the dominant sector (which propels overall eco-
nomic growth) is not labour-intensive. For exam-
ple, the oil sector, which accounts for much of the 
growth in oil-producing countries, is very capital-
intensive and generates relatively few jobs. Creat-
ing good jobs for young people in the Middle East 
is a longstanding challenge, but one that is now 
attracting more attention in the aftermath of the 
Arab Spring. 

In Arab World unemployment mainly affects 
youth, but also women and individuals with higher 
educational attainment. The main factors affecting 
employment are realated to cultural norms (AHDR 
2010). The report also shows that women receive 
less schooling than men and earn less than men in 
the private sector. According to World Bank 
(AHDR 2010), women unemployment increases 
with their level of education.  

Unemployment is particularly acute among 
young educated. This phenomenon has been 

documented: the ratio of secondary and tertiary 
graduated in total unemployed is over 51 % in Tu-
nisia, 44 % in Morocco and 34 % in Algeria (Jelili 
2010). These figures represent a source of concern 
not only for economic reasons, but also because of 
their socio-political effects especially in autocratic 
regimes. Indeed, experiencing unemployment at 
lower ages could constitute not only an obstacle to 
young people’s productive potentials and future 
employment opportunities, but can also lead to 
marginalization, exclusion, frustration, low self-
esteem, as Jelili concluded. In all cases, the skills 
gap between current level of education and busi-
ness needs implies greater involvement of the pri-
vate sector in contributing to skills development.  

To sum up, unemployment represents the 
greatest challenge of many Arab governments and 
a key issue for the future development of the re-
gion. Reforms are imperative to pave the way to 
more private sector activity and competitiveness 
that will lead to gainful and sustainable employ-
ment not only for the present but also for the fu-
ture generations. 

4. Globalization: opportunities and challenges 

The forces of globalization have been powerful 
during the last two decades, but for some reasons 
Arab countries have not participated in the process 
of globalization to the extent found in other re-
gions of the world (Sakmar 2008). 

The subject of globalization in Arab countries 
is complicated, as it has many dimensions. One 
may explain the limited globalization of Arab 
economies invoking deeper problems within these 
societies, reflecting suspicions about the benefits 
of international economic integration. Other may 
argue that the absence of greater integration re-
sides from the intention of avoiding the cultural 
impact on globalization. On the whole, perception 
on globalization is based on preconceived ideas 
that regard globalization as a new ploy for domi-
nation by the West. Globalization, despite its nu-
merous advantages, poses substantial threats. It 
means “opening most domestic markets to foreign 
competition that is usually better equipped in 
skills, capital, and marketing power than local 
producers” (Henry, Springborg 2010). 

In their study from 2007, Noland and Pack 
tackled in a comprehensive manner the subject of 
globalization in Arab countries. According to 
them, these countries register “low scores on some 
indicators related to cross-border economic inte-
gration and transfer, dissemination and application 
of technological knowledge and innovation.” Even 
if many of these countries are attractive from a 
geographic and historic point of view (the Pyra-
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mids in Egypt or the old city of Damascus which 
seems to be “stuck in time”), the Arab countries as 
a group have kept weak linkages to the outside 
world, “whether measured in terms of merchandise 
trade, import of capital goods (which embodies 
technological advances from abroad), cross-border 
investment, integration into transborder supply 
networks, technology licensing and internationally 
recognized intellectual achievements”. But, the 
countries benefiting the most from their vast natu-
ral resources and rising energy prises are Gulf 
countries which have used the resulting revenues 
for improvements in their competitiveness. 

Statistics show that foreign investment in the 
region has increased, but is still concentrated in 
resource rich countries and is expected to decrease 
in countries suffering political instability (Arab 
World Competitiveness Report 2011/2012). Ac-
cording to the report, two-thirds of the total US 
$64,5 billion of foreign direct investment (FDI) in 
2010 went to resource-rich, labour-importing 
countries, with Saudi Arabia alone accounting 
44% of FDI in the region. The relative isolation 
from international technology inflows inhibited the 
ability of firms, most locally owned (e.g. Algeria, 
Egypt or Morocco) to penetrate international mar-
kets in new product areas, despite membership in 
World Trade Organization or other preferential 
agreements. 

Openness to foreign trade is one of the keys to 
rapid economic growth. All Arab countries, but 
especially those with smaller economies and en-
ergy poor, can benefit from trade gains and cross-
border flows of technologies, ideas and manage-
ment practices. By opening up opportunities for 
trade, in aggregate, business opportunities are en-
hanced and consumer welfare rises. Future eco-
nomic growth in these countries will depend on 
their capacity and ability to create and sell prod-
ucts and services abroad. 

5. The Arab countries – a challenging transition 

The Arab region is experiencing a crucial moment 
in its modern history. Milions of individuals (men, 
women, even children) across the region “have is-
sued a resounding call for change” (UNDP 2011) 
and the only certainty about the political and social 
tsunami is that nothing will be as it was before 
2011. The roots of the revolts are a combination of 
socio-economic, demographic and political factors; 
poverty, unemployment and social inequality de-
termined an unprecedented number of young people 
to risk everything for the chance of a better life.   

After decades of authoritarian rule in-crea-
singly self-confident people decided that change is 
imminent. The upheavals across the region brought 

into scene a new force that had previously been 
suppressed, marginalized or ignored: the people. 
And “contrary to the ex-pectations of many observ-
ers, it was not the religious groups which took to the 
streets. A broad coalition from different parts of 
society challenged the prevailing political systems 
and socio-economic orders” (Bertelsmann Stitfung 
2011). But transition requires patience, as it is a 
complex process which implies structural transfor-
mations; and establishing a new political or social 
order is not an easy task. Moreover, deep problems 
as huge unemployment among youth, lack of sus-
tainable development and education deficits cannot 
disappear as the result of political change. 

Some researchers (Ayubi 2008) argue that the 
premises for democratic transformation are not 
available in most Arab countries because these are 
not advanced capitalist societies and state in these 
societies is “fierce rather than strong” mainly be-
cause it is “structurally and ideologically weak”. 
Arab countries, explains the same author “are 
among the most dependent and vulnerable coun-
tries in the world, and this may explain at least 
partly why democracy has not been a prominent 
objective among the middle classes”.  

Transition to democracy is hampered by the the 
lack of social and governmental cohesion. Transi-
tion toward democracy needs strong civil societies. 
Bertelsmann Stitfung Report (2011) argues that 
when coping with globalization and modernization 
“societies must be willing to adapt in order to seize 
opportunities and deal with risk”. This is the reason 
why “agents of change” in Arab countries such as 
entrepreneurs, civil society, political, religious and 
other social groups should be encouraged to de-
velop new ideas and to contribute to the complex 
process of transition in these countries.  

It is tempting to consider the Arab revolts as a 
single movement, but the young protesters are 
confronting different opponents and they are fight-
ing within different contexts. While Egypt and 
Tunisia must find alternatives to build political 
institutions – political parties, constitutions, elec-
toral systems, Libya will need to put up a civil so-
ciety and to “construct a coherent national iden-
tity” (Anderson 2011). The list of major national 
actors in the Arab convulsions is completed by 
Syria and Yemen. The civil war and extreme re-
pression in Syria and anarchy in Yemen do not 
foster the creative discourse of which modern so-
cieties are made. A greater cohesion, a renewed 
emphasis on economic policies and an enhaced 
effort to help build civil societies and democratic 
institutions are the decissive ingredients of a re-
sponse to the Arab Spring. 
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6. Conclusions 

The historic winds of change are sweeping over 
the Arab region. Arab countries are under multiple 
changes. It is imperative to rapidly generate em-
ployment in order to absorb the new labour force 
entrants. Besides the internal demographic pres-
sure, the region faces another challenge – the suc-
cessful globalization of China and India; therefore 
the external competitive pressures are increasing.  
In order to accomplish their main economic and 
social challenges, Arab economies have to move 
forward on comprehensive structural reforms that 
will improve the competitiveness of their econo-
mies, improve public sector governance and in-
crease the role of private sector. Structural reforms 
are imperative in order to address the need for 
higher growth and job creation.  

Openness to foreign trade is one of the keys to 
rapid economic growth. Future economic growth 
in these countries will depend on their capacity 
and ability to create and sell products and services 
abroad. The governments should also focus on 
creating a legal and institutional environment for 
strengthening the investment climate, making 
more room for private investment in services and 
network industries, improving access to finance 
and fostering regional and global integration in 
order to reap the benefits of globalization. These 
strategies should be not only comprehensive, but 
also adapted to the particular circumstances, needs 
and potential of each country. 

Despite the considerable differences among 
Arab economies, the common denominator across 
the region is the imperative to deliver sustainable 
employment. The lack of capital is a barrier to job 
creation and to ensure sustainable employment. 
Attracting Foreign Direct Investments (FDI) could 
be a solution. But this strategy is determined by a 
political and social stability and a predictable legal 
framework. This stability is also dependent on the 
level of poverty. Arab Countries are facing now 
one of the highest levels of social inequality in 
their history. As long as the governments of these 
countries will not provide a reliable plan in order 
to reduce poverty, social inequities and the privi-
leges of a minority, welfare in the region is 
unlikely to occur. 

Another challenge is to modernize the educa-
tional system. The Arab countries have a crucial 
asset which is wasted: the human capacity. These 
countries have a large population, but most of 
them, unfortunately, have a high illiteracy which 
eradicates the capacity of human resources to 
boost the modernization. Instead of contributing to 
the creation of welfare, people in the Arab World 
are a burden for the budget. Through a more inte-

grative educational system, through policies that 
address to a larger inclusion of children in schools 
people can be transformed into the most valuable 
resource of the region. 

Globalization is a fact of the present, and 
Arab states must face up to this reality and prepare 
their youth to become active participants at the 
global level. As argued before, this requires up-
graded education systems, knowledge about the 
rest of the world, and involvement in whatever 
issues or problems it faces.      

The recent popular uprisings demanding more 
social equity and stronger economic development 
led to significant turbulence in the region and to 
unprecedented and unexpected political change. 
Although these events have contributed to uncer-
tainty in the short term, they present great promise 
for the future development on the long run. De-
spite these huge challenges, the Arab Spring offers 
unprecedented opportunities for positive and sus-
tainable changes. For the transition to succeed, the 
Arab economies will have to generate economic 
growth of unprecedented dimensions in the up-
coming period. 
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