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The Arab Investments in Europe Need Protection
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By Fouad Jashi

The Arab economist Talal Abu-Ghazaleh said the world is witnessing a radical change at the economic level in terms of the position of the underlying forces that drive the global economy, with the shift of wealth from the north and west to the south and east in light of the current crises that hit Europe and America, pointing out that the ratios of the deficit and public debt in some of these countries make them unable to provide services at the required pace  for their citizens and thus such countries go bankrupt and out of business contrary to companies that usually  declare bankruptcy through the liquidation of their assets.

He stressed the need to understand the current economic variables in the world to comprehend the basis for moving through the political developments, as countries with high population density are noticeably assuming key roles on both the economic and political levels. He considered that what Arab countries are witnessing now is a real renaissance, and the beginning of a new phase in their history, highlighting the importance of these events in the move towards real economic liberalization by putting an end to dominance of corruption on growth in countries where these events are taking place.
How did the economic crisis that hit the world develop?
What we are witnessing now is the transformation of the global financial crisis into an economic crisis as we expected since the beginning and its transition from the private sector to governments in the advanced Western economies, that are experiencing two key problems : deficit in the budget, which is considered one of the most important risks to States when revenues become less than expenditures and thus compelling governments either to reduce services provided to the community to cut down expenses or to resort to borrowing to finance the deficit, and in this way they enter in the second problem which is the public debt, that deepens the deficit as a result to debt service expenses. Meanwhile, international standards set the maximum budget deficit limit at 3% of the gross domestic product (GDP) and at 60% of the GDP for the  maximum ceiling of public debt, and in fact all Western countries have now surpassed those ratios at varying levels, while the world is talking about Greece where the deficit reached  11%, we find that the deficit exceeded far more than this percentage in other countries: up to 23% in Italy,  32% in Ireland, 11% in Britain, 8% in France, and 55% in Sweden, while the public debt amounted to 94% in Britain, and exceeded 100% in France, and reached 130% in Italy, and exceeded 100% in the United States, and reached  225% in Japan, and 85% in Germany.
In fact, the bankrupt state  is a state that is partially or completely unable to provide services to its citizens as a result to rising deficit and public debt, unlike the companies when they go bankrupt and out of business, they liquidate their assets, so the most dangerous thing that we will witness in the economic crisis is the social crisis that arises thereof, and leads to uprisings against the reduction of services and this is what will happen in the next year, i.e., large scale protests due to austerity policies applied by European countries, as we have seen in France that reduced security benefits and retirement age, while Britain began to reduce support to educational programs. 
However, the United States of America can alleviate the impact of this crisis as it has the global currency and can - through printing and pumping additional dollars - get a unique position that makes the debtor stronger and more powerful than the creditor through its control over printed currency, liquidity and exchange rate, in addition to political power. 
If we talk about currencies from a technical perspective, the dollar is in a much worse situation than the Euro, but the Euro crisis shows clearly because it involves several countries with deep differences over crisis management. Germany -as the strongest European economy- is requested to salvage other vulnerable economies such as: Greece, Ireland, Portugal and Spain, while the biggest suffering will come from large economies such as: Italy, France and Britain, noting that Italy is the first candidate for the outbreak of the crisis. Whereas the problem is exacerbated in Europe by mutual debt among its states, Italy is indebted to France with half a trillion Euros which account for 20% of the gross domestic debt of France and its debts for other countries are up to a trillion and a half trillion dollars, and Spain is indebted by more than a trillion Euros.

What is the reflection of this situation on other countries, especially on our region?
When large countries start deteriorating economically, they become more aggressive in dealing with others and start blaming them and holding them accountable for their economic situation as we have heard Obama saying that the recovery of the US economy depends on the prosperity of China and Asia, and of course the financial aid they usually offers to other countries shrinks, and this is what we are seeing now as aid is currently coming from Chinese and Indian funds. We are facing a fundamental change in the map of the great powers, the European Union is heading towards disintegration, and the American European integration will not take place and there is a general trend towards protectionism rather than liberalization, Obama's plan to stimulate the US economy states that he would not allow  companies and goods from abroad to benefit and take advantage of this support and this is pure protectionism advocated through statements made by  European  summits   re-affirming that  all EU countries  have the right to develop protective measures  against the crisis, and we must pay attention to this global trend and act upon such basis: We need to protect ourselves from crises of developed countries especially that we  have lost much of our sovereign  wealth and private investments, due to falling currencies and the collapse of the stock exchanges.

We should be aware that wealth is moving from the north and west to the south and east, and as we are in the middle of the road, we can limit the influence of the crisis of developed countries  by opening up to Asia and Africa, and in my opinion what we need now is to establish an organization similar to OPEC to protect our sovereign  investments  in these countries, who were demanding  a behavioral system  for our investments before the crisis and now we should call  for the protection of  these investments, sovereign  money of all States that have these funds will reach $20 trillion  in 2020  and the private sector’s investments will be more than this. These countries are supposed to have some sort of coordination among them, a similar mechanism to OPEC, especially that we hear calls from influential voices in the West, such as Kissinger, who considers that the high price of oil has led to the largest shift of wealth in history and sees that OPEC is extorting the industries in developed countries.
We must not be content by merely seeing the political events without knowing what is happening economically at the global level as a basis  through  which political interactions occur, there is a radical shift in relations, as well as in the economic leadership of the world, if China wanted now it could become the world leader, but the Chinese philosophy based on waiting for the right moment  that makes them able to maintain the leadership once they get there, so that is why they adopt an approach  for gradual transition, which made ​​them ask for one particular condition when they joined the WTO, which  is to let them decide by themselves the timeframe  necessary for the Liberation of every segment of the trade sector, especially after the  sudden liberation in Russia led to the total collapse of its economy. China is working silently and does not want to give media prominence or aura to its achievements as the West does, therefore, we have  to look for and know what is going there, because this would determine the path of future development, and we ought to know where  our position will be, and this issue is not limited to China only, but there are some think-tank centers, which  focus now on India and consider that the Indian economy is capable to lead the world in the future, while other studies propose the Chinese economy for this position.
To understand these variables, a union for strategic research centers in the world will be established, including Chinese centers, and I have been asked to be president of this union, and I will seek to transfer what is happening in the world to the Arab world, because we have a weakness in this area, that is, we don’t appreciate the role of economics in determining the course of changes and political developments.

To what extent will the Arab spring contribute to improving our position on the world map?
The change we are seeing now in the Arab world is a comprehensive renaissance, even if it will take some years of instability as it is laying the foundation for a historic comprehensive advancement in the region in the future, and we have to read these developments in the context of our understanding of the position of the great countries in terms of their population size to assume the more important role at the economic and political levels in light of changes occurring in the world now. Whereas studies conducted by the International Monetary Fund confirm that the world's future  is determined by larger countries in terms of  population size, and in our region a lot of emphasis is laid now on the Turkish role which is certainly an important one, but  we have to pay particular  attention  to the role that Egypt can play in the region, after being liberated from the dominance of corruption over its economy  that will lead to real economic liberalization conducive to the creation of a competitive market that will unleash the capacities of the Egyptian economy and allow Egypt to perform its historic role in ushering the revival of  the Arab world after getting rid of some of the restrictions that shackled its economy in the previous era, such as the sale of gas to "Israel" at unfair prices, and here it should be stressed that modifying process usually characterizes the nature of international agreements contrary to the claims of the Zionist entity. In general, all these developments will put us on a new historic track in the Arab world.
Finally, countries of the Gulf Cooperation Council (GCC) should be moving towards greater unity in order to be able to enhance the GCC role at the global level in order to become a partner and a peer to the world powers along an international course that recognizes and has space only for countries with great potentials.
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