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THE RICH AN D THE POOR IN THE MIDDLE EAST* 

by 

Elias H. Tuma 

I. INTRODUCTION 

Economists have been concerned with questions of wealth and income distri-

bution for a long time, and the fruits of their labor are represented by the 

various theories of distribution they have formulated in their attempts to ex-

plain inequality of income between individuals. [See G. s. Sahota, "Theories of 

Personal Income Distribution: A Survey," Journal of Economic Literature, XVI 

#1 , March 1978, 1-55.] Little can be found in the literature to explain inequality 

among nations, except for theories of imperialism and exploitation. Equally 

lacking are theories that might explain equality rather than its absence , pre-

sumably because equality does not exist, and therefore, needs no explanation. 

The bias in seeking to explain inequality, rather than equality, may be based 

on the implicit assumption that equality of income and/or wealth distribution 

might have existed at some historic point in time, even though the evidence may 

be lacking . Similarly, the apparent indifference to explain inequality between 

nations may be due to an assumption that such inequality is natural and needs no 

explanation, even though such an assumption would imply a bias against the market 

economy and the free mobility of inputs and outputs between these nations. 

Should perfect mobility be prevalent, equality rather than inequality should be 

the natural result. 

In treating the distribution patterns in the Middle East between and within 

nations, I propose that the observed inequality is consistent with expectations; 

it is the deviation from inequality that would require an explanation. However, 

* Prepared for the Second Conference on Major International Economic Issues, Los . 
Angeles, California, February 1-2, 1979. 
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far from accepting any natural or stochastic or ability theories to explain 

inequality in the Middle East, I suggest that inequality has been due in part 

to certain historic and environmental conditions, and in part to institutional 

cons train ts which have reduced the choices available to the members of society, 

and have rendered the development of equality improbable within that institutional 

framework . 

In particular, I suggest that: 

1) The differences in wealth and income between nations and within nations 

in the Middle East are historic facts which have resulted from a combination 

of differences in endowments and institutional constraints which sustain and 

augment these differences. The differential endowments have been protected 

and augmented by the mobility-restrictive national laws of the respective 

countries so that inequality has become a normal value in society . 

2) Continued inequality is a natural result of the prevalent institutional 

(political, economic and social) framework in these countries . Indeed, we may 

expect inequality to grow rather than diminish, unless speci fie countermeasures 

are taken to combat it. 

3) Attempts to promote equality or reduce inequality in the Middle East 

have either been non- existent or misinterpreted . These attempts have at best 

been intended to raise the minimum standard for the citizens rather than to 

equalize their standards. 

4) There is little in the ideology, culture, or policy determinants in 

the Middle East to argue for or to promote equality . On the contrary, it is 

apparent that t h e policy in all the Middle East countries tends to sustain and 

assure inequality, official statements to the contrary notwithstanding . 
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5) In order to promote equality and/or reduce inequality effectively, it 

is necessary to justify, introduce and enforce revolutionary measures that 

would alter the point of departure f0r those concerned and replace the institutions 

to establish and sustain the new levels of equality aimed at. Specifically, 

such measures should alter the inheritance laws, the distribution of opportunities, 

and the sources of rewards and accumulation that are independent of productivity 

and need. 

Section 2 will survey the magnitude of inequality between and within 

nations as it has prevailed in recent years . Section 3 will survey the measures 

which might have reduced inequality, but have failed. Section 4 will discuss 

the policies and measures that have militated against reducing inequality or 

promoting equality; it will also include a few remarks as a summary and conclusions. 

II. THE NATURE AND MAGNITUDE OF INEQUALITY 

a) Ineguality Between Countries. The wealth and income of nations varies 

by size of the country, its population and other resources, and the level of 

technology and development. However, these values convey little significance 

unless they can be reflected in the living standards and the potential for 

sustained improvement in these standards. To the extent that the object of 

economic activity is the living standard, we may consider the per capita income 

as a proxy for the wealth and level of development of the country. The per 

capita income may also be used to compare the wealth of the various countries. 

Th.e per capita income, however, may be misleading to the extent that a windfall 

income in any given year may disturb the distribution pattern. Therefore, 

other measures will be utilized, including the rate of growth of GNP per capita, 
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the rate of gross domestic investment in the economy, the rate of saving, the 

dependence on external capital, and measures of human capital. With the help 

of these criteria, it may be possible to observe certain tendencies or patterns 

that would reflect the distribution of wealth and income among these countries. 

Table 1 classifies the Middle East countries according to their relative standing 

on each of the above measures. The details on which this table is based are 

contained in Table Al in the Appendix. 

Six major criteria have been presented in Table 1 to assess the pattern of 

distribution between the various countries. These criteria are used as proxies 

in combination, for none of them would separately reflect that pattern. The 

GDP per capita and its annual growth rate reflect the distribution of income 

rather than of wealth, although the latter may be implied . These two criteria 

seem consistent in their distribution to a large extent, with Egypt, PDR Yemen, 

Sudan, Afghanistan and the AR Yemen falling in the lowest classification on 

both of them. As a matter of fact, all four criteria which include also the 

Resource balance or the difference between the rates of domestic saving and 

investment, and the extent of the external debt, a re similarly distributed, 

with minor deviations. Again, Egypt, PDR Yemen and Sudan appear in the lowest 

category more frequently than the rest. In contrast to the above mentioned 

countries which rate low on all four criteria, we find the oil rich countries 

ranking high on all four criteria . Thus, the combination of these four criteria 

reflects the distribution of material wealth in the Middle East . The remaining 

two criteria, the ratio of people to physicians and the rate of literacy are 

intended to reflect the distribution of human capital. The distribution pattern 

on these criteria deviates from the distribution on material wealth such that 

some of the oil rich countries do not score highly on these criteria, as in the 
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Table 2 

Ranking of the Middle East Countries for a Wealth 
Distribution Pattern 

I II III IV v VI VII 

Algeria 2 1 2 1 2 [? l 2 [? l 10 

Egypt 1 1 1 1 3 2 9 

Iran 3 3 4 2 3 3 18 

Iraq 3 2 3 [? l 2 3 2 15 [? l 

Israel 4 2 1 1 5 5 18 

Jordan 2 1 1 1 3 4 12 

Kuwait 4 1 4 3 4 3 19 

Lebanon 2 [? l 2 1 [? l [? l 4 4 15 [? l 

Libya 4 4 3 3 4 2 20 

Morocco 2 2 1 2 1 2 10 

Saudi Arabia 4 3 4 3 2 1 17 

PDR Yemen 1 1 1 1 1 1 6 

Sudan 1 1 2 1 1 1 7 

Syria 1 2 1 [? l 2 3 3 12 

Yemen AR 1 1 [? l 1 [? l 1 [? l 1 1 6 

Afghanistan 1 1 2 1 1 1 7 

Mauritania 1 2 1 1 1 1 7 

IDEAL 4 3 4 3 5 5 24 
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case of Saudi Arabia and Iraq, while Israel and Egypt, which have no oil, rate 

highly on both. 

However, in order to compare these countries with each other, weights have 

been assigned to each segment of the continuum on each criterion. Thus, the 

per capita GDP distribution was divided into 4 segments, the lowest of which 

includes countries with per capita GDP of less than $5000 per year; these were 

given a score of one. In contrast, a score of 4 was assigned to countries with 

GDP per capita higher than $2000. The same classification system has been 

applied to all other criteria, with the low score indicating a lower rank in 

the distribution pattern. The total score for each country would then be used 

to rank it on a score board, relative to the maximum possible score of 24. The 

individual criteria and the total scores of all the countries are contained in 

Table 2. 

According to this score tally we find the PDR Yemen and AR Yemen to be the 

poorest with a score of 6, followed by Sudan, Afghanistan and Mauritania with a 

score of 7 out of a possible score of 24. Egypt comes next with a score of 9, 

which owes much to the human capital it has. Morocco follows with a score of 

10 while Jordan and Syria score 12 each. Lebanon and Iraq score 15 each although 

the data on both are incomplete, and the margin of error may be high. Saudi 

Arabia scores 17 on the basis of its material wealth while Israel scores 18 

mostly because of its high per capita income and the value of its human capital. 

Iran comes next, followed by Kuwait, while the list is topped by Libya. It is 

significant that both Libya and Kuwait have high scores on the human capital 

criteria, and it is suspected that this bias may be attributed to the high 

ratio of foreigners in these countries, both as physicians or as generally 

literate. 

These rankings, however, are based on different data bases. The per capita 
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income relates to the y ear 1976, but the per capita g rowt h rates are averages 

of the years 1960-76 while the resource bala nce r e lat es t o 1975 and to the 

di f ference between t h e balance position in 1960 and 1975 , as shown in the bracketed 

figures in Column III of Table 1. The main point is t hat these criteria are 

observed over one year in some cases and may not be fully representative of the 

distribution. However, the combination of criteria tends to smooth these biases 

and give a fairly realistic picture--except for the possible errors in the 

original data. This pattern of distribution, furthermore, seems to have persisted 

over the last two decades as suggested by comparing the distr i bution for 1960 

and 1976 or thereabout. 

b) Inequality Within the Middle . East Countries. The extent of the inequality 

within each of these countries is difficult to measure precisely because of the 

lack of data, and the in-kind benefits that are subject to redistribution, and 

the imprecise meaning of wealth and income used by the various countries. Here 

we shall survey only the income distribution on the assumption that the results 

will reflect the distribution of wealth as well. 

According to estimates made by Shail Jain in 1975, inequality charact e rized 

many c ountri e s of t he Middle East. In Egy pt in 1964- 65, or 12 ye a rs after t h e 

Revolution, the bottom 10% of the national h ouseholds received 1.5% of the 

income while the top 10% received more than 30% and the top 5% received over 

19 %; this estimate would be higher if based on the number of people. The Gini 

coefficient of concentration was .4337. It was higher in Iran for both years 

1959 and 1968. In the latter year, the bottom . 10% of t he Iranian households 

r e ceived less t h an 1 percent of t h e income, wh i le t he t op 5% r e ceiv ed about 3 0% 

of t he i ncome with a Gini concentration coeffic ient of .5018 . It was even mor e 

unequal in Ira q where the Gini coef f ici e nt was .6288 in 195 6 a nd t h e top 5% of 
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Distr i bution of Income in Selected Middle East Countries 
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50-60 8.1 6.8 1. 2 s . 1 9 . 5 9.7 9.0 
60-70 10.1 8.3 8.8 1.2 ll.O 10.8 10.8 
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Table 4 

Sectoral Distribution of Labor and GDP -
Share of Agriculture 

(2) (3) 
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(4) 19 77. 
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the population received more than 35% of the income. Lebanon and Tunisia demonstrate 

d similar degrees of inequality. Even Israel with its socialistic labor influence 

had a concentration coefficient of .3840 for the urban households in 1968-69; 

the concentration coefficient in 1956-57 was .2518. These figures are presented 

in Table 3. 

Unfortunately, detailed distributions are not available for other countries 

or for other periods. However, the pattern of distribution may be surmised 

from the sectoral distribution of the labor force and the GDP, as in Table 4. 

As the figures show, there was little change in the relative share of agriculture 

in the GDP between 1965 and 1976. In Egypt, for example, 52% of the econanically 

active in 1965 earned (or produced) 29% of the GDP. In Iraq there was more 

inequality in the second period than in the first: 42% of the economically 

active earned 19% in 1965 while 50% of the labor force earned 8% of the GDP in 

1976, presumably reflecting the increasing impact of the oil sector in the 

economy. The trend is similar but more exaggerated in Sudan, Saudi Arabia, 

Morocco, both Yemens and in Afghanistan and Mauritania. 

Further indications of inequality would be easy to locate, including the 

wide range between high and low wages, the high and the low size of landholdings, 

/ 

and the ease or difficulty of access to educational and health facilities. It 

is more significant, however , to observe that inequality has not been reduced. 

It may even be suggested that it is improbable for inequality to be reduced 

unless new and revolutionary measures and institutions were introduced . 

III . MEASURES TO REDUCE I NEQUALITY 

a) Equalization Between Nations . Several measures may have influenced 

the pattern of distribution between countries in the direction of more equality, 
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Table 5 

Aid from Arabs to Arabs 

MILITARY** 
GRANTS 

$5 . 14 billion 

3. 42 billion 

3.1 billion 

NON-MILITARY* 
GRANTS LOANS 

$ 7 8 8 • 9 7 mil lion 

$2 . 5 billion $1.6 billion 

$400 million 

Undisclosed amounts 

Undisclosed 
portions of 
$5 billion 
committed 

** total to date as rough estimates. 

Source: Ali Mahmoud, "Arab Aid to Arabs," Arab Economist, v. 10, 11106, 
July 1978, pp. 12- 16, except for aid from Iraq which is suspected 
as resulting from the late 1978 Baghdad Summit. 
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including grants-in-aid, inves tJnent loans, productivity stimulants, accelerated 

domestic investJnent, input mobility especially labor, and controlled differential 

population growth. 

The grants-in-aid, whether from within the region or from outside it may 

have made a difference, but only a small one. These grants have been relatively 

small, rarely exceeding $1 billion a year per country except the aid for Israel 

and Egypt. In both countries, however, most of that aid has been devoted to 

the purchase of arms and could not have left significant or permanent impact on 

the level of technology or on capital accumulation. Aid from within the region 

is shown in Table 5. At the same time, the incomes earned by the richer coun

tries have continued to rise, probably more rapidly, as in Saudi Arabia and 

Libya than in the poorer countries, as in Egypt and Sudan. In other words, the 

grants in aid may have been helpful, but they could barely affect the pattern 

of distribution. 

At the same time, some of these grants and loans were often intended to 

offset the rise in the price of fuel purchased by the poor countries from the 

rich countries. Again, while this aid may have helped the po~rer nations, it 

was mainly to prevent further inequality. The rich nations, it should be noted, 

have usually given only a small fraction of their capital surplus, a fraction 

that is too small to change the ranking order of these countries on the distri

bution scale. The same may be said of the investJnent loans extended to the 

poorer countries. These loans are usually very small; they are tied to specific 

projects, and they are not meant to affect the ranking. [See Rogaei El Mallakh 

and Mihssen Kadhim, "Arab Institutionalized Development Aid: An Evaluation ," 

Middle East Journal, 30 #4 (Autumn 1976), 471-84.] If we considered all the 
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capital available for loans from the rich and developed countries, it would 

appear that it does not exceed a small portion of what the poor countries need 

for investment if they are to catch up with the wealthier nations. [See R. El 

Mallakh, Mihssen Kadhim and Barry Paulson, Capital Investment in the Middle 

East, Praeger Special Studies, 1977.] 

High productivity may be an equalizing force if it is differentially distributed 

such that the poorer countries achieve a higher rate of productivity than the 

. richer countries. Such is not the case, however. While the poorer countries 

have raised their factor productivity, the richer countries have tended to 

raise it even more as suggested by the differential rates of growth of per 

capita income of Table Al. The same may be said of the possibility of accelerated 

domestic investment. Those countries that are wealthy have usually shown a 

higher marginal propensity to save and invest than the poorer nations. In that 

sense, we can hardly expect the investment distribution pattern to alter the 

income and wealth distribution pattern. And even if accelerated investment 

were possible, the rapid increase of population in the poor countries has tended 

to offset the inpact of investment, as in Algeria, PDR Yemen, and Lebanon whose 

annual population growth rate since 1960 has exceeded 3%. Since the poo~er 

countries have been unable to invest extensively in human capital, the increase 

in population has tended to lower these countries' wealth position rather than 

raise it. The distribution of the growth rates of population and of investment 

and saving are shown in Table Al. 

Probably the most equalizing process is factor mobility, primarily in the 

form of manpower. The export of professionals and technicians from the poorer 

countries to the richer countries, which is most conspicious in Kuwait and the 

other small Gulf States, may have reduced the pressure on r e sources at home, 
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raised the i ncomes of the individuals thus employed, and transfered back to the 

home ~ountry a large percentage of that income. The impac t of this occupational 

migration, most of which is temporary, has been strongly felt in Syria, Egypt 

and Lebanon, although no data are readily available to document this observation. 

It may be suggested that the impact of this human capital mobility has been 

equal to or higher than the impact of the grants and loans received by these 

poorer countries. 

These various programs of equalization are, nevertheless, too modest and 

regulated to cause a major change in the pattern of distribution. In addition 

to their quantitative limitations, these programs are of ten tied to specific 

projects which may or may not affect the distribution. For example, they may 

be for military expenditures or for joint ventures which distribute the benefits 

between the donor and the recipient such that the equalizing impact could be 

nil. However, the major shortcoming of these various forms of aid is their 

being politically determined and uncertain as to their continuity or magnitude. 

Furthermore, being politically or nationalistically oriented, they often reflect 

a bias in favor of the donor country. Probably the most serious such bias is 

t he discriminatory wage received by the foreign manpower coming from the poorer 

countries of the region. Until a few weeks ago, an Egyptian working in Saudi 

Arabia would receive one half of what the Saudi counterpart received. [A foreigner 

corning from a developed country would probably receive twice what the Saudi 

received.] On the other hand, it may be argued that the exodus of the professionals 

and technicians from the poorer to the richer countries has created a bottleneck 

and limited the growth in these countries, and thus may have contributed to 

continued inequality . This argument, however, may be difficult to substantiate 

or defend, especially that the migration of manpower is individually determined 
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and not government directed. Had there been competitive opportunities at home 

for these professionals it is unlikely that they would leave and suffer the 

hardships entailed. 

b) Equalization Within Countries. Among the measures that may have in

fluenced the internal income distribution patterns are: Land redistribution 

and the nationalization of industry, welfare programs, expanded education and 

health services and price and tax policies. The data available are highly 

imbalanced, with data being abundant on land redistribution and scarce or out 

of date on most other measures. 

Land redistribution has been enforced in Egypt, Algeria, Syria, Iraq and 

Iran . About 15% of the land in Egypt has been redistributed, while more than 

65% of the land in Iran has been redistributed to previously landless people or 

to farmers who had tiny plots as their farms. The redistribution in Algeria, 

Syria and Iraq has been on the scale of redistribution in Egypt . The land 

recipients have become owners. However, far from equalizing wealth and income, 

land redistribution may have helped to institutionalize and perpetrate inequality, 

by creating small ownerships which have little hope of ever catching up with 

the larger viable ownerships in t hese countries. It may be of interest to note 

that the redistribution has resulted in a wide gap between the large and the 

small size holdings at a ratio of more than 50:1 in all the countries in which 

redistribution took place. 

The nationalization of industry and the enlargement of the public sector 

in various countries of the Middle East have often displaced foreign owners and 

a few native large shareholders, as in the oil industry and in banking and 

insurance. In some cases, the nationalization has affected only a majority of 
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the shares to the extent of 51%, leaving the former holders in control of the 

rest. In neither case, however, did nationalization lead to redistribution 

from the rich to the poor and in that sense it could not have led to equalization. 

It is true that enlargement of the public sector may have influenced the pattern 

of distribution by enforcing a more equalizing policy of wages and salaries. 

The evidence, however, suggests the contrary. In Egypt the ratio between the 

high and the low pay in government service in 1966-67 was 26:1, and if the 

special allowances of high officials were taken into consideration, the ratio 

becomes 40:1 [Galal Amin, op.cit., p. 128]; there is no evidence that these 

ratios have changed nor are they less than that in any of the other Arab countries 

or in Iran. 

Another policy or set of measures that may have influenced the pattern of 

distribution are the education and health programs which have helped to bring 

these services to those who were previously deprived of them. Large numbers of 

schools and clinics have been built. Hundreds of thousands of students have 

had access to some education in recent years. Many thousands have had access 

to high education in all countries of the Middle East. This investment in 

human capital has no doubt opened new avenues to those who were deprived, by 

increasing the equality of opportunity to the citizens. These measures, however, 

have given the same benefits to the rich as well as to the poor. The rich who 

used to pay for their education are now able to take advantage of the free 

education and thus are able to realize savings equal to what they might have 

had to spend on education . It may be suggested that the marginal utility of 

the opportunity to acquire education or receive health services is higher for 

the poor than for the rich; this assessment, is bound to reintroduce the issue 

of the marginal utility of money and income, which would be difficult to resolve 
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objectively in this context. Without denying the positive impact of expanded 

education, we should be careful not to exaggerate its redistributive effects. 

All the countries of the Middle East, especially the oil exporters and t he 

pretenders to the philosophy of socialism, have introduced public assistance 

and welfare programs. These programs extend services or aid to those who need 

help but only at a minimum level, and far below what a worker would earn . 

Taking Egypt as an example of the non-oil producing countries, it appears that 

the major public assistance programs help those who are destitute, and former 

government employees to maintain a certain standard of living, rather than to 

equalize incomes or living standards. On the other hand, social insurance 

which protects the workers is financed by the workers themselves through a flat 

rate tax, which may be considered regressive or at least neutral by c.e r tain 

interpretations. THus, these programs help by raising the minimum provision 

for people in need; they protect against destitution and starvation; but they 

do not seriously affect the distribution pattern of either income or wealth. 

[See Jean L. Garrison, "Public Assistance in Egypt : An Ideological Analysis," 

Middle East Journal 32 #3, Summer 1978 . ] They same may be said of the welfare 

services of the oil-producing nations. They have spread the benefits to all 

the poor who can avail themselves of these programs, at the same time that they 

opened major avenues of benefits to the rich and the well connected . In con

trast, those who live in the rural areas and who have little access to the 

cities have been less affected by these benefits; this applies to a large majority 

of the Saudi population and to the Iraqi and Algerian rural people . 

An apparently important measure of equalization is the price policy which 

controls rents and selective commodity prices, especially food items. These 
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controls are intended to protect the tenants and consumers and to the extent 

that they lower the prices to the poor they do raise their living standards. 

Yet they also extend the benefits to the rich who consume these commodities or 

who may themselves be tenants. On the other hand, price control and subsidy 

often tend to be biased against the small peasants who produce food but who are 

too small to benefit from the available subsidies. This has been evident in 

the Green Revolution in which larger owners could invest in machinery and fertilizers 

and therefore could benefit from the subsidies and more than off set the impact 

of controlled prices of the farm products, in contrast to the small peasants 

who could not benefit from the former and were hurt by the latter policy. 

We may think of public finance or the tax policy in the Middle East countries 

as a tool of equalization. However, most tax policies in the region tend to be 

conservative and revenue oriented to support the government budget. Income 

taxation in most countries with the exception of Egypt, Israel and Iran tend to 

be 'based on a flat rate above a certain minimum income. Pr ogres sivi ty is not 

evident, nor are the effects obvious in any of the countries of the region. 

Sales taxes and property taxes are equally regress.ive, as far as can be ascertained. 

The oil countries in the region levy no taxes on their citizens; even Iraq 

and Iran which have progressive laws derive less than 3% and 8% respectively 

of the government revenue from taxation. Similarly, Jordan, Lebanon, and Yemen 

derive less than 10% of the government expenditure fran taxes. The North African 

countries are also conservative in their use of taxation, both as a source of 

revenue and as a policy tool. Even though measures of equalization through 

income taxation and wage limitation have been introduced, the effects have been 

quite limited. In Algeria 3 % of t he population still receive more than 25% of 
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the income while two thirds of the people receive only one third of the income. 

The reason for failing to equalize, as expressed by one observer, is that the 

"official policy favoring equality has not been reinforced by a thorough going 

revolutionary transformation. Private property in land has continued, private 

manufacturing and commerce have continued, private service enterprises such as 

insurance, law, medicine, and brokerage have continued, the nationalized companies 

have practiced 'market' relations and used profitability criteria, and finally 

there has been no popular check on corruption ••• " [See James A. Paul, "Algeria's 

Oil Economy: Liberation or Neocolonialsm?" in R. A. Stone, ed., OPEC and the 

Middle East, Praeger, 19 77, p. 241. Ferydoon Firoozi, "Income Distribution and 

Taxation Laws of Iran," International Journal of Middle East Studies, 9 (19 78), 

73-87.] 

Egypt, however, has a steep progressive income tax law which on the margin 

reaches a 90% tax rate. It also allows for a generous exemption at the low 

levels of income . It also limits the top remuneration of company directors to 

5,000 Egyptian pounds or a little more than $10,000. [See Yusif A. Sayigh~ The 

Economics of the Arab World, Crown Helm 1978, pp . 56, 368-69; United Nations, 

Studies on the Development Problems in Countries of Western Asia, 1975, New 

York, 1977, P· 72-73. ] Yet, as in Israel and as in most countries of the West, 

inequality of income and weal th distribution has persisted. Progressive taxation 

with a marginal rate of less than 100% can only slow down the growth of inequality, 

but it cannot eliminate or effectively reduce it. Accumulation and income 

differentiation are not precluded by progressive taxation. 

It is clear from the above that various measures have been applied which 

may have changed the income distribution patterns in the various countries of 

the r egion . It is equally clear t hat these patterns of distribution have been 
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minimally affected, and that inequality has remained high in all of them. It 

is, therefore, important to find out why the impact has been small and what 

needs to be done to change that pattern of distribution. 

IV. FORCES THAT MILITATE AGAINST REDUCING INEQUALITY 

Two major forces have tended to militate against more equality in most of 

the Middle East countries. The first relates to the priorities of investment 

and development, and the other relates to the philosophy and theory of distribution. 

Economic policy has usually been based on priorities which are politically 

and developmentally biased. As such, we notice that government policies cater 

to the interest of those who have political influence, especially when these 

interests are consistent with economic development. Given the political influence 

of urban people in government, investment has been biased in favor of the cities, 

at the expense of the rural areas. This bias is further augmented by the high 

priority given to industrialization at the expense of agriculture. However, to 

the extent that agriculture and the rural areas still contain a major part of 

the population, the investment bias tends to militate against equalization 

between the rural and the urban, or between the industrial and agricultural 

sectors, as witnessed by the persistent gap in the sectoral distribution surveyed 

above. The bias against the rural and agricultural people has taken many forms: 

the price controls favor the urban people; schools are built in rural areas 

only after they have been built in urban areas; clinics have been more widespread 

in the urban than in the rural districts and so have been electricity, safe 

water, and the means of transportation. This bias has been effective in perpe

tuating the gap between the two sectors . 

The more serious force against equalization is reflected in the attitude 
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toward the institutions of private property and inheritance. · As I have stated 

in another context, "Wealth and income are bound to be unequally distributed as 

long as accumulation, private ownership, inheritance, and incomes are left 

uncontrolled ••• Therefore, to promote equality or reduce inequality major tinkering 

with [these] institutions is necessary. New policies leading into new directions 

are prerequisite, regardless of the reasons of the pre-existing inequality." 

[See The New Leader, July 17, 1978, p. 14.) Such new policies have not been 

introduced in the Middle East. 

Private property has been reduced by extending the public sector, but 

private owners still can prosper. They can accumulate wealth, invest in industry 

and agriculture, and can differentiate themselves economically in all countries 

of the Middle East. Inheritance of wealth in its various forms is still an 

integral part of the system in all these countries. At the same time, while 

minimum incomes are fixed (legally though not functionally), maximum incomes 

are not. Individuals and families are still able to earn large unrestricted 

incomes. Even the public sector tends to sustain a large gap between the lowest 

and the highest salaries and thus feed inequality and augment it . The commit

ment to these inequality-oriented institutions may be clearly demonstrated by 

the fact that in all agrarian reform and nationalization programs in the region, 

compensation was paid to the expropriated owners. Thus, rather than reduce 

their wealth, the reform and nationalization only changed the composition of 

that wealth. As a matter of fact, in many cases the compensation funds were 

reinvested in industry and construction with government help such that the 

returns have been higher than they would have been in the previous form of 

wealth . 

The protection of private property and inheritance is not incidental. It 
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is an integral part of the prevalent philosophy in all Middle Eastern countries, 

though probably for different reasons. The Israeli policy is based on a conscious 

interest in combining socialistic policies with the market econcxny. The commitment 

to the private economy is partly ideological and partly expedient. Judaism 

protects private ownership and wealth. It is also expedient to maintain the 

private sector in order to attract investment and aid frcxn the outside. There

fore, it is fully consistent with these interpretations to sustain inequality 

and differentiation among the citizens. It has also been evident that inequality 

is wider between Jewish and non-Jewish communities because of differential 

levels of technology and because of discriminatory wage policies in the country. 

Until these commitments are changed, it would be futile to expect a higher 

degree of equality within Israel. 

Lebanon, on the other hand, has traditionally been committed to private 

enterprise and there is no pretension that a higher degree of equality is a 

social goal in that country. The situation in some of the other Arab countries 

and Iran is different to the extent that at least a lip service is paid to the 

ideals of socialism and/ or equality . "Arab Socialism" has become a mot to, 

which also is supposed to be consistent with Islam . But Islam does not encourage 

socialism or equality of wealth or income. As a matter of fact, Islam endorses 

the accumulation of wealth and riches, fully supports income and wealth differ

entiation, and protects private ownership and inheritance. The only restriction 

I9lam imposes on the accumulation of wealth is that it cannot be justified as 

long as there are some in the community who are needy . For them charity or 

Sadaka is recommended. In this sense, Islam is consistent with the "market

determined distributive justice" theory of distribution or the theory of charity 



-24-

in which giving "benefits the donee and the donor." [See Sahota, op. cit., P• 

37; on the distributive theory of Islam see M. Shawki al-Fanjari, "Theory of 

Distribution in Islam," L ' Egypte Contemporaire 367, (1977) Arabic .] 

Given this distributive theory, it appears that most of the Middle East 

countries have done what Islam calls for and there is no reason to expect more 

equalization or less inequality than has prevailed, unless this philosophy 

undergoes change. At the same time, the social and political premises for more 

equalization have been minimal; on the contrary, there are signs of regression 

in the Middle East toward more emphasis on Islam and away from socialist econanic 

policies. In this sense we may conclude that more equality has not resulted in 

the Middle East because the policymakers have not intended to pranote it, and 

apparently there are no pressures to force them to do so. 

Finally, so long as the economic and social ideology of these countries 

remains unchanged, and as long as the institutions of private property, accumu

lation, and inheritance remain protected, the only mechanism for equalization 

may be to raise labor productivity and to radically increase the percentage of 

skilled workers in the labor force. That would increase the total income, 

raise t h e minimum income received, and increase the size of t he middle income 

group among the wage and salary corners. To do this, it would be necessary to 

invest heavily in human capital and in the application of science and technology 

in the economy and society. 
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Table Al 

Selective Data on the Middle East Countries 

1 2 3 4 5 6 

Pop . Mid- GNP/Per Cap- Av .Ann.Gr. Av.Ann.Growth Rates/Percent 
19 76 ta 19 76 Rate GNP/ Agri . Ind. Services 

Per Capita 1960 19 70 1960 19 70 1960 19 70 
1960-76 - '70 - ' 76 -'70 - ' 76 -'70 - '76 

Algeria 16 . 2 $ 990 1.7 - 1 . 6- 8.7 10.5 16 . 4 2 . 3- 4 . 6 

Bahrain 

Egypt 38 . 1 280 1. 9 2.9 3. 0 5. 4 4 . 3 6 . 1 13 . 4 

Iran 34 . 3 1, 930 8.2 8.1 5 . 8 21.4 5 . 6 9 . 7 20.5 

Iraq 11.5 1,390 3. 6 5.7 -2 .o 4.7 1 o.o 6.9 10.4 

Israel 3 . 6 3, 920 4. 3 5.0 6 . 6 15 . 6 5 . 3 1.5 4.5 

Jordan 2.8 610 1.6 5.0 2. 6 9 . 9 16 . 0 5.6 2.9 

Kuwait 1.1 15,400 - 3 .o 
Lebanon 3 . 2 3 . 1 

Libya 2.5 6,310 10 . 2 2 . 2 23.5 31.3 - 7 . 4 10 . 9 20.3 

Mo roe.co 17.2 540 2.1 4.2 0 . 6 4. 2 7 . 8 3.9 5 . 5 

Oman 

PDR Yemen 1.7 333 - 6 . 3 6 . 2 17.7 -0 . 9 

Qatar 

Saudi Arabia 8 . 6 4,480 7. 0 3 . 6 16.5 10 . 4 

Sudan 15 .9 290 0 . 4 3 . 3 8 . 8 1. 7 2.8 - 2 . 2 7 . 5 

Syria 7.7 780 2. 2 4. 4 6 . 4 5 . 9 11.1 4 . 7 4 . 3 

Tunisia 5.7 840 4. 1 2 . 0 9 . 2 8 . 7 10 .1 2.9 9.7 

United Arab 
' Yemen AR 6 . 0 250 

Afghanis t an 14.0 160 o.o 
Mauri t ania 1.4 340 3. 7 2 . 4 - 2 . 1 15 . 8 7. 1 13.0 - 1 . 0 

World Bank, World Develo2ment Re2o r t, 19 78 . 
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Table Al (continued) 

Selective Data on the Middle East Countries 

7 8 9 10 11 

Distr. GDP/Percent Services Percent Pop . % Labor in 
Agri . Indus . 1960 1976 in Rural Areas Agriculture 

1960 1976 1960 1976 19 60 19 7S 1960 19 70 

Algeria 21 7 24 S7 SS 36 69 so 67 61 

Bahrain 

Egypt 30 29 24 30 46 41 62 S2 S8 S4 

Iran 29 9 33 S9 38 32 67 S6 S4 46 

Iraq 17 8 S2 66 31 26 S7 38 S3 47 

Israel 11 8 32 43 S7 49 22 16 14 10 

Jordan 16 14 14 28 70 S8 S7 44 44 34 

Kuwait 31 11 2 2 

Lebanon 12 20 68 6S 40 38 20 

Libya 14 3 9 68 77 29 77 69 S3 32 

Morocco 29 21 24 31 47 48 70 62 63 S7 

Oman 

PDR Yemen 23 16 61 80 71 71 6S 

Qatar 

Saudi Arabia 1 86 13 88 79 72 66 

Sudan S8 41 lS 16 27 43 91 87 86 82 

Sy ria 2S 17 21 36 S4 47 63 S4 S4 Sl 

Tunisia 24 21 18 13 S8 49 68 S3 S7 so 

United Arab 

Yemen AR 96 91 83 79 

Afghanistan SS 14 31 92 88 8S 82 

Mauritania S7 3S 21 37 22 28 93 89 91 88 



Table Al (continued) 

Selective Data on the Middle East Countries 

12 13 14 15 16 

% of GDP % Share Merchan-
Gross Dom. Inv. Gross Dom. Sav. Resource Bal. dise Exports 

1960 19 76 1960 19 76 1960 19 76 Primary Manuf. 
1960 1975 1960 1975 

Algeria 35 50 15 45 -20 - 5 93 98 7 2 

Bahrain 

Egypt 13 24 12 12 - 1 -12 90 66 10 34 

Iran 17 30 21 42 4 12 97 99 3 1 

Iraq 20 34 14 100 100 0 0 

Israel 27 28 14 - 6 -13 -34 39 17 61 83 

Jordan 17 31 -18 -12 -35 -43 96 80 4 20 

Kuwait 10 8 61 66 51 58 92 8 

Lebanon 16 5 -11 59 53 41 47 

Libya 30 36 6 100 100 0 0 

Morocco 11 29 12 7 1 -22 92 87 8 13 

Oman 

PDR Yemen 24 -21 -45 

Qatar 

Saudi Arabia 12 9 77 68 100 99 0 1 

Sudan 9 18 9 8 0 -10 100 99 0 1 

Syria 30 10 - 20 

Tunisia 17 31 8 26 - 9 - 5 90 80 10 20 

United Arab 

Yemen 93 7 

Afghanistan 16 10 13 8 - 3 - 2 86 85 14 15 

Mauritania 36 42 - 3 11 -39 -31 73 96 27 4 



Table Al (continued) 

Selective Data on the Middle East Countries 

17 18 19 20 21 22 

% 
External Pub lie Debt W/Safe Adult 

Million US $ % of GNP Population Growth Pop. /Phys. Water Lit. Rate 
19 70 19 76 1970 19 76 1960-70 1970-75 1960 1974 19 75 1960 1974 

Algeria 93 7 5,853 20.6 37.4 3.2 3.2 8, 770 77 35 

Bahrain 

Egypt 1,639 5,043 23.7 48 .1 2.6 2.2 2,600 2,340 20 40 

Iran 2, 16 7 4,271 20.6 6.5 2.9 2.8 3,800 2,570 51 15 50 

Iraq 274 391 8.8 2.4 3.2 3.3 5,600 2,370 66 15 26 

Israel 2,274 6, 828 41.2 51. l 3.3 3.3 410 350 84 84 

Jordan 120 447 19.2 28.7 5,900 2,440 32 62 

Kuwait 9.7 6.2 760 1,140 89 47 55 

Lebanon 64 40 4.2 2.5 3.0 1,000 1,330 68 

Libya 4.0 4. 2 5,800 1,140 87 22 

Morocco 713 2,131 21.4 24.6 2.4 2.4 9,70013,800 17 26 

Oman 

PDR Yemen 1 226 0.3 48.8 3.4 27. 10 

Qatar 

Saudi Arabia 1. 7 2.4 13,000 6,660 64 15 

Sudan 293 1, 268 11.0 27 .4 2.2 2.1 31,00012,370 15 

Sy ria 232 968 13.7 15.2 4,600 2, 910 30 53 

Tunisia 524 1,356 37.3 30.3 2.1 2.3 10,000 6,350 55 

United Arab 

Yemen AR 274 2.3 1.9 26,440 10 10 

Afghanis tan 529 911 58.5 37.2 2.2 2.2 40,00026,100 9 8 14 

Mauritania 27 354 15 .6 76.7 1.8 2.1 30,00017,770 5 10 
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