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Effects of the recent conflicts

and wars in the Arab

countries on their economies

Interview with
Prof. Dr.
Matthias Weiter
Humboldt Universitat zu

Berlin, Germany

Q- What are economic effects of the recent
conflicts and wars in countries like Syria,

Yemen, Libya and Iraq?

The economic effects of the armed conflicts in
Syria, Yemen, Libya and Iraq are tremendous.
The first-tire effects appear in terms of
exhausting national resources while forcing
businesses to flee. The lost jobs, incomes,
taxes, and trading benefits hit economies hard
and cause people to suffer. Understandably,
such effects trigger social effects that are even
more tragic. Any concept of economic
reconstruction -therefore- would have to
contribute to repairing the social tissue of the

society.

Q- Does the observed migration of the working
age population from those countries have

specific effects on their future recovery?

In principle, the ability to recover the conflict-
affected economy would be reduced under
conditions of scarcity of manpower and skills.

Migration also alters the structure of the labor
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force available to businesses, especially in
manufacturing and retail. Consequently,
employers’ ability to secure the qualitative and
quantitative demand for manpower becomes

critical.

Generally speaking, the conflict-shaken
countries had already a high level of youth

unemployment before the conflict.

Thus, the recent migration of working-age
population might not turn out to be a major
guantitative problem. Once conflicts end,

quality becomes the main challenge.

Future demand of manpower for the industrial
sector depends on factors not in the hands of
the employers, such as production technology
development and import/export regulations.
Therefore, employers are likely to succeed
through a more flexible mechanism to address
the quality issue. Some companies would
secure their needs by employing unskilled
laborers and training them on-the-job.
However, when industrial standards for
product function and service quality require
broader and deeper technical skills, companies

would have to manage in a different way.

Collaboration in organizing mass production of
skills through the formal education system
might then become attractive to industrial
employers. In addition, opening ways to attract
qualified and experienced migrants to return
to their home states —as China has started
several years ago— may also be considered an
effective method to accelerate post-conflict
reconstruction efforts. Both ways would
require the state to be responsive in terms of

legislation.



Q- From your experience, who will be leading

efforts of rebuilding?

Ideally, the efforts of rebuilding would be led
by all groups, not only by representatives of
government organizations. All groups are
needed to rebuild their country along accepted
principles and objectives. Therefore, business

community would have a big role.

Already a credible cease-fire agreement could
be the starting point of rebuilding a functioning
society and its economy. It would motivate
individuals in towns and in the countryside to
start improving their direct environment,
cover their basic needs locally, and expand
trade with neighboring pacified communities.
Industrial companies that are lightly destroyed

might be reactivated with private capital.

Local administrations can mobilize their
remaining equipment and resources to make
local roads, schools, and hospitals accessible.
They can repair damages to water and
electricity lines. They also can assure public
security, accelerating a return to law and
order. Thus, civil life step by step can return to
normal. Companies, shops and workshops can
operate and accelerate the circulation of

money.

If necessary, humanitarian aid supplies of food,
shelter, medical supply and tools can be
contributed by individual countries or
coordinated by specialized United Nations
Organizations to cover the immediate needs of

those who lost their houses and jobs.
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Q- Studies show that rebuilding is going to be
highly costly. Who will pay the costs?

The question now is: who will finance the
crucial rebuilding of damaged infrastructure
(roads, bridges, ports, airports, the railway
system, power station and distribution lines,

larger irrigation systems, etc.)?

| assume it will be no surprise for you that for
this question | do not have an answer. And |
am afraid nobody else will have one at this
point because it will be difficult for potential
contributors to commit any amount. It

depends on the post-conflict situation.

However, after the horrible experience of two
World Wars between 1914 and 1945, the
nations of the world pledged themselves to the
values and principles of the United Nations
Charta, including “...to live together in peace...”
and “...to employ international machinery for
the promotion of the economic and social

advancement of all peoples...”.

So, there is a chance to ask for help to jump-
start the implementation of a reconstruction
process as the required funding is rarely

available on the national level.

Usually, the legitimized authorities of the
country address friendly countries on direct
government-to-government (bilateral) level. In
parallel, the international community can be

addressed.

This requires the country to prepare relevant
documents on the situation, the priorities, and

an estimation of the cost of reconstruction.
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Then, the situation will be discussed on the
international level, the funding mechanism
would be agreed upon, and delegations would
be encouraged to announce their

commitments.

Beyond these pledges, also economic and
strategic interests motivate foreign
governments to provide reconstruction loans
at preferential terms or even grants to poorer
countries. | only can say that Germany, in the
light of having itself so greatly benefited from
the European Marshal Plan Loans after 1945, is
usually among the first contributors to such

funds.

Equally important is the question about who
finances repair and expansion of existing
manufacturing plants, as well as construction
of new ones. Industrial enterprises might be
reactivated with private capital, possibly
supported with preferential loans by a

development bank.

It is worth considering that when a reliable
money transfer system is operating, relatives

living and working abroad can help with direct

transfers, as long as there are legal dealers to

reduce risk of exploitation to individuals.
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