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Abstract

This dissertation addresses a basic question ofnonviolent, state-society interaction in the. .
developing world: under what conditions do nasc:ent civil associations in non-democratic or
semi-democratic contexts successfully lobby the stlte yet maintain their autonomy and avoid
cooptation? To address tbis question, the study compares how the Chambers ofCommerce in
Kuwait and Jordan have lobbied their respective states. The approach involves a comparison
within and between each country, dividing each case into four general time periods 50 that there is
sufticient variation in political, economic, and social conditions. The problem of tbe study is lhat
despite similar political, economic, and social factors, Kuwait's Chamber ofCommerce has been
more successful in affec:ting national economic policy than Jordan's Chamber. Why? This
dissertation demonstrates that current theories privileging either, state-centric, structural­
economic, or society-centric variables fail to account fully for the observed outcomes. Each
oiTers insight but none satisfy. Instead, this thesis argues that two levels of factors, macro
economic and institutional organization, combine to account for patterns ofbusiness lobbying.
The tirst independent variable is sectoral ditrerentiation ofthe private economy. For each
country, different types ofexogenous finances help shape ditferent sectoral attributes within each
economy. The degree ofsect0 ral ditrerentiation (whetber it is high or low) determines the
contours and divisions ofthe private sector in which the business association is embedded.
Membership drawn from the private sector helps shape the broad constraints on the business
association. Two secondary variables at the association level--membership qualifications and
voting rules--in turn detennine the degree to which the rank and file can affect the association's..
leadership coherence. These organizational variables either amplify membership divisions and
conflicts, or help alleviate those ditTerences. Since both associations freely elect their leadership,
the rules goveming who may be a member and who may vote are crucial to the type of leadership
and lobbying capabilities that emerge. The dissenations's empirical narrative charts how external
sectoral attributes and internai organizational variables respond to one another to createt on the
one hand, a coherent, effective association leadership in the case ofKuwait, and on the other
band, an incoherent, weak leadership in the case ofJordan. The Kuwaiti Cbamber benetited from
a less articulated private economy and ftom a tighter, more restricted membership body. By
contrastt the Jordanian Chamber sutfered trom a highly diverse membership and operated under
more inclusive voting and membership IUles. The result was clear. By maintaining eUte
coherence at the leadership level, the Kuwaiti business association was better able 10 lobby ilS

state over tinle.
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Résumé

Cette thèse traite du sujet de l'interaction non-violente entre état et société dans les pays
en voie de développement: dans queUes conditions les associations civiles embryonnaires
réussissent-elles à faire pression sur l'État, dans un contexte non- ou semi-démocratique, tout en
maintenant leur autonomie et en évitant la cooptation? Pour répondre à cette question, la thèse
compare les chambres de commerce jordanienne et koweitienne et la façon dont elles ont fait
pression sur leurs états respectifs. La thèse entreprend une comparaison intra- et inter-étatique,
divisant chacun des deux cas sous étude en quatre périodes, assurant ainsi une variation suffisante
au niveau des conditions politiques, économiques et sociales. La problématique de la recherche
porte sur le fait que, malgré des similitudes dans les conditions politiques, économiques et
sociales, la Chambre de commerce koweitienne a réussi, contrairement à son homologue
jordanienne, à influencer la politique économique nationale. Pourquoi? Cette thèse démontre que
les théories qui privilègent les facteurs étatiques, structuraux-économiques, ou sociétaux ne
réussissent pas à expliquer ces résultats de façon satisfaisante. Individuellement, ces théories
éclairent certains aspects du problème, mais aucune n'est suffisante. Pour sa pan, cette thèse
avance une explication des méthodes de pression basée sur la combinaison de deux sortes de
facte~rs: les variables macro-économiques et l'organisation institutioMelie. La première variable
indépendante est la différenciation sectoriale de l'économie privée. Pour chaque pays, différentes
sortes de rentes exogènes contribuent à la formation d'attributs sectoriaux distincts au sein de
l'économie. Le degré de ditTérenciation sectorielle (minime ou importante) détermine les
contours et les divisions du secteur privé dans lequel les chambres de commerce sont ancrées.
Les contraintes auxquelles ces associations sont soumises sont partiellement définies par les
membres qui proviennent du secteur privé. Au niveau des associations, deux variables
secondaires--Ies qualifications nécessaires pour l'admission et les règles de votee-déterminent à
leur tour le degré auquel les membres ordinaires peuvent influencer la cohésion du leadership.
Ces variables organisationnelles peuvent tant amplifier les divisions et les conflits entre les
membres des associations que paniciPer à l'alléviation de ces différents. Comme les deux
associations sous étude élisent leur leaderslùp librement, les règlements gouvernant l'admission au
sein des associations ainsi que le droit de vote jouent un rôle essentiel dans la détennination du
genre de leadership et des capabilités de pression qui émergent. L'analyse empirique retrace
l'interaction entre les attributs sectoriels externes et les variables organisationnelles internes et la
manière dont ils réagissent l'un à l'autre pour créer d'une part un leadership cohérent et efficace
au Koweit et d'autre part un leadership faible et incohérent en Jordanie. La Chambre de
commerce koweitieMe a bénéficié d'une économie privée moins articulée et de restrictions quant
à ses critères d'admission. Pour sa part, la Chambre de commerce jordanienne a souffert de la :
diversité de ses membres et de l'adoption de règles d'admission et de vote plus inclusives. Le
résultat est clair. En maintenant la cohésion au niveau du leadership, la Chambre de commerce
koweitienne a réussi a mieux faire pression sur l'Etat.
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Note on translitentions

ln transliterating Arabic terms and titles ofdocuments, 1have made an effon to follow the
standard as laid out in the l",e,,,aliolla! JounlQ! ofMiddle East Silldies. Due ta ward processing
limitations, placement of ail diacritica1 marks was not possible. Proper names are given in the
fonn that the individual presented. Where spelling inconsistencies in the historical record OCCU{, 1
have tried ta make them known. Consistency in transliteration, however, is maintained
throughout the study. Any mistakes with Arabie terms or the transliteration are my own.
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INTRODUCTION TO THE STUDY

This is a study of two independent social institutions in Jordan and Kuwait. The study

asks: under what conditions are these social institutions able to lobby the state successfully, yet.

maintain autonomy and avoid cooption? For the social scientist~ a comparison poses a puzzle

when each case contains similar factors but divergent outcomes result. In this study, the Kuwait

Chamber ofCommerce and Industry (KCCI) and the Amman Chamber ofCommerce (ACC)

function as similar representatives of the private sector in comparable political and economic

environments, yet the KCCI has acbieved greater lobbying success over time than its Jordanian

counterpan. Why?

Theories in the social sciences stressing the importance ofthe state as an independent

actor or the character of resources available to astate succeed in positing only broad constraints

and opportunities for the fate of social associations and groups. The question is lhat once astate

encounters circumstances (either political or economic) that weaken ilS ability to manage

patronage networks~ what happens? By examining patterns of business association lobbYing

before and after the economic and political shocks ofthe 1980s, the focus oftbis study is

necessariJy narrow. From tbis micro-compariso~ however, il is clear that emphasizing only

exogenous resource tlows or state action is insufficient. A more satisfying explanation for these

outcomes requires consideration ofother variables. Accordingly, tbis thesis oiTers correctives t~ .

our understanding ofhow social associations, private sector associations specifical1y, lobby the

state in the semi-democratic environments ofthe developing world.

The argument begins by stressing that the most proximate factor in successtù1, sustained

1



lobbying is the degree ofassociation elite cohesion: the greater elite cohesion over lime, the more

successfullobbying. The degree ofelite cohesion is detennined by the interplay of structural

economic attributes (seetors) and two organizational charaeteristics within the institution. The

degree of sectoral differences present in the domestic economy determine the character ofa

business community tbat is to be represente~. The type and depth ofthese differences translate

into the extent ofcleavages within the membership base ofeach business association. Two

organizational reatures within the institutions determine how membership cleavages impact elite

cohesion. First, rules on membership scope determine who is in and out. T0 the extent that

membership is either non-obligatory or restricted, a leadership faces a redueed threat from internaI

conflict and electoral challenges. Second, voting rules play the most proximate role in securin~ or

weakening eHte control. When eleetions are inclusive and liberal in delermining who may vote

and who May run, elite cohesion is more easily challenged and weakened over time. The bottom

line is that macro-structural variables exogenous to the association determine broad constraints,

but il is the characteristics oforganization and representation indigenous 10 the association that

determine the capability to respond to thase constraints. In other words, organization does

matter.

1. WHY THESE CASES?

Comparing two couDtnes and their institutions invites many complications. The inability
~

to hold social reality as a laboratory constant means that differences constantly ari.se that threaten

comparative conclusions. There is no claim here that these cases are identical or tbat certain

idiosyncratic ditferences do not play a raie. They do and are discussed. Nonetbeless.

2
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comparative field work in the Arab world constantly encounters attitudes as to the impossibility of

any comparative project. 1 Even among the udeveloped" Austrians and Swiss, Peter Katzenstein

round sinillar attitudes: "Ta them their own institutions and ideolosies necessarily rernain

shrouded in mystery."2 With these observations in mind, the claim here is that idiosyncratic

factors come into view once a comparative base is advanced and that good comparative

conclusions can lead to engaging questions on many other cases. Therefore, Jordan and Kuwait

were chosen for what they can teach us about the broader dynamics ofThird World countries and

business associations in similar circumstances. Business associations were chosen as candidates

for their functional similarities and for their own inherent imponanee. First, however, there is a

justification for the case eountries.

Jordan and Kuwait are comparable countries that have roughly similar monarehial regimes

tàshioned under British colonial rule and dependence. The al Sabahs in Kuwait and the

Hashemites in Jordan have traditionally retained near-absolute political authority while hesitantly

granting greater panieipation in formai polities over time. Early in their history, both monarchies

relied on British suppon (financial and military) to retain their power. Jordan and Kuwait are

small states, located in an insecure regional environment. Surrounded by large, aggressive

neighbours, Jordan and Kuwait are equally sensitive 10 regional shifts and external threats. Tribal

politics and the relationship between the monarehy and leading tribal groupings bas been a

paramount fealure ofpoliticallife in each country. As tribal societies~ Jordan and Kuwait have

1 B~ause ofthe GulfWar, enmity between Jordanians and Kuwaitis bas greatly increased.
To admit that one was being compared with the other often brings disparaging remaries.

1 Peter J. Katzensteîn, CorporalÎsm QlJd Challge: Aust7;a, Swil:erlalld, QlId the Politics of
/lIdll5lry (Ithaca: Comell University Pres~ 1984)~ p.241 .

3



similar social divisions and identifications. In Kuwait, the distinctions run from the religious

(Shia, Sunni), to citizenship status, to tribal affiliations, and history. In Jordan, distinctions

involve principally origin (West Bank or East Bank) but also include time ofemigration to Jordan,

tribal affiliation, and religious identification (Christian or Muslim).

Economically, both cauntries are late-late-developers. Though Jordan is defined as a

senlÂ-rentier slale and while Kuwait is a classic rentier state, bath exhibit similar characteristics

from the tlow ofexternal rents. Ironically, the economic development of each tlas been tied to the

other. Remittances into the Jordanian economy came from workers in Kuwait. Kuwait relied on

the expertise ofJordanian professionals to help in the construction of its economy and stale.

While direct oil rents to the Kuwaiti state have been higher than direct foreign aid to the Jordanian

state (for Kuwait traditionally over 80 percent and for Jordan approaching 50 percent at ilS

height), balh exhibit similar etlècts at the levels orthe stale and society from lhat capital. Kuwait

cashed in on its resource endowment, while Jordan cashed in on its geostrategic position.

Consequently, both countries experienced economic boom in the 1970s and bust in the 19805 and

1990s.

The bust period is the pivotai point of the comparison. It is in the period after the boom

that the divergent patterns oflobbying success become most apparent. For the comparativist,

limes offinancial crisis provide excellent opponunities to see what really matters in a country's

politics, since il is in such periods that the greatest fteedom ofoutcome is present.] Obviously the

assumption is that the crises in the 1980s and 19905 are similar for both Jordan and Kuwait. This

] Peter Gourevitch, Polilics ill Hard Timl!s: Con'paralive Respollses 10 JIIll!TllDliollal
Crises (Ithaca: Comell University Press, 1986), p.221.

4
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study will show why. Besides these comparative values, Jordan and Kuwait represent useful

cases for generalization.

Both Jordan and Kuwait are important in the Arab World as leaders in political

liberalization. These countnes have a strong history ofelected parliaments, constitutionalism,

and national identification as democratic states. In the context ofMiddle East domestic politics,

the politicalleadership in Kuwait and Jordan have historically relied on their "deffiocratîc nature~~ .

as an element of politicallegitimacy. Political debate, while subdued by Western standards, is

nevenheless robust in eomparlson with other Arab countnes. In this way, Jordan and Kuwait are

at the leading edge ofpolitical experimentation in the region and have much to say as examples

for naseent liberalizers like Bahrain, Yemen, Egypt, Morocco, Tunisia, and Oman. ln addition,

both countries pursued politieal liberalization and eeonomic refonns in times ofeeonoD'uc

adversity. Declines in exogenous rents ta each state bring depressed economic growth in bath,

thus both states have had to juggle the necessity to liberalize economically and politically while

maintaining centralized politieal power and aseendaney. ln tbis way, these cases can offer useful

conclusions for small states in Mrica and Central America pursuing rough1y similar paths of

econonûc refonn and hesitant politiealliberalization.

The role ofbusiness associations in eaeh case poses equally Deat eomparisons. In both

Jordan and Kuwait, the Chambers ofCommerce were established as the leading representatives of

the private seetor. These Chambers were founded on the Anglo-American interest group model,

as opposed to the more corporatist continental model. Each is considered a peak association, that

is they serve to represent ail seetors ofthe business community <as opposed to a textile

association, retailers association and so on). Neither was founded as a reaetion to rival labour

s



organizations. Both have held Cree elections for leadership every four years since their founding.

Each is financially autonomous from state authority. On these points, a key ditrerence is apparent
'..

with business associations in Egypt, Saudi Arabia, and Syria where state sponsorship and

management are prevalent. However, as Iiberalization and greater private sector initiative are

pursued throughout the Arab World, it is the Kuwaiti and Jordanian business associations that are

sought out as models by business associations in Syria and Egypt." Indeed, work on business .

associations in Pakistan and Turkey highlights the adverse effects of state control and of recent

efforts to weaken that control.S Dy contrast, the Chambers in Jordan and Kuwait began

independent ofgovernment management and have maintained this independence. 80th Chambers

have pursued roughly similar policy aims over time and perform similar funetions for the business

community. Moreover, these institutions are good targets for analytical sludy over time. Given

the weakness ofclass as a social marker in the Arab World, studying business associations

provides a clearer window through which changes in the business eommunity and its eHtes can be

viewed.6 Within their own countries, these Chambers are important social actors. Besides being

.. The Egyptian Businessman's Association was directly modeled after the Jordanian
version. In Syria, it is no secret that businessmen would Iike to freely elect the executive board of
their main Chamber in Damascus. Currently, the state appoints the board. The success of Syrian
merchants in Jordan's Chamber is not lost on the Damascene merchants. For instance, in 1997 a
vocal critic ofgovernment economic policies became president of the Damascus Chamber of
Commerce.

5 Roben Bianchi, Ill/eres/ Groups aJld Polilical Deve/opmi:1I1 in Turkey (Princeton:
Princeton University. 1984); Stanley A Kochane~ fllterest Groups aJld Developmelll: Busilless
alld Po/i/;es ill Pakis/QI' (Delhi: Oxford University Press. 1983); and Hootan Shambayati, "The
Rentier Stale. Interest Groups, and the Paradox ofAutonomy," Comparative Polilies (April
1994). p. 314.

6 This is not to imply class cannat be studied in the region. However. in comparison to say
Latin America, Arab states cenainly do not exhibit a similar degree ofa weil defined elass

6
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'..

representatives ofthe private sector, each has a membership that makes it among the largest,

non-public institutions in the country.
,;

Despite these features, chambers and business associations are generally u~der-studied in

the Arab World. This alone would be an inadequate reason for choosing these associations, but

two final reasons make these choices timely and useful. First, comparative work on business

associations bas been carried out in Latin America, Turkey, Iran, and interest group studies

among the advanced democracies has been long established.7 A spate of reeeot research and

theory building has followed with the publication ofBIlj'iI,~ssand the SIQ/~ in D~v~Jopillg

COlllllrie~', edited by Sylvia Maxfield and Ben Ross Schneider (1997). However, among the

chapters in the volume, not one contained an Arab case study. The need for comparative

evidence from this region is apparent. Second, as many states in the Arab World face the dual

processes ofeconomic and politicalliberalization, business associations and their elites occuPY·

crilical positions in shaping the outcomes ofthese eilons. Many states have been seeking to

replace state-led development with the private sector as the engine ofgro\\1h and employment.

The progress of politicalliberalization is partly built upon the outcome ofeconomic reform and

contour. In one sense, the size ofthe nùddle class is not very large. In many aspects, despite
significant urbanization, ascriptive loyalties still cut across more rnaterial class concems. Finally,
in Latin America, in Chile for example, class politics was often driven by a reaction ta labour "..
organizatian and assertion. The political right and middle classes wauld either ally or rally against
such dynamics. For various reasons, labour politics or unionization bas not been robust among ;
Arab states.

7 Sorne examples ofthese are: Eugene Ridings, Bllsilless Ill/eresi Grollps ill Nilleleell,h­
Cell"'ry Bra:il (Cambridge: Cambridge University Press, 1994); Henri J. Barkey, The Siaie alld
IIKillslriali:alioll Crisis ill T"rlcey (Boulder: Westview Press, 1990); W.D. Coleman, BlIsÏlress
alldPolilics: Â SIUdy ofCollective Actioll (Kingston: McGill-Queens University Press, 1988); ,.
Clive S. Thomas, alitar, Firsi World IIlteres, Grollps: Â Comparative Perspective (Westpon:
Greenwood Press. 1993).

7



development. How effective business associations are in negotiating tbis change and how they

deal with new openings to policy-making are crucial variables in the political future of the region.

2. PROBLEM

The central question for the study is: under what conditions are these social institutions,'

such as business associations, able to lobby the state successfully yet maintain autonomy and

avoid cooption? Specifically, in these cases, how do we account for divergent patterns of

lobbying success despite the presence ofsimilar variables at play? T0 answer these questions,

each Chamber's lobbying effons on specific issues will be examined from the time of

independence (Kuwait 1961 , Jordan (948) until the 19905.

The Chambers followed roughly sinùlar historical trajectories in the years previous to and

immediately after their states1 independence. Sorne lobbying successes and a favourable

relationship with the state were comparable in these years. In the 1940s merchant elites at the

ACC were able to control their own trade quotas to route and manage trade for their members.

Later, the ACe successfully weakened plans by the state for an incorne tax. The KCCI played ~

integral role in fonnulating Kuwait's initial economic laws. Its leadership, moreover, was widely

represented in the tirst parliaments and in some key oûnistries. The economic boom years ofthe

19705 were also similar in each case. 80th associations experienced a decline in their ability to.

shape state policy toward their own ends, 50 that in the 1970s both were at their weakest vis-à-vis

their resource rich states. This lack ofintluence took the shape ofdisregard by the Kuwaiti state

for KCel proposais. In Jordan, some members of the ACC were arrested for price-gouging as

relations with the state bec:ame antagonistic. This period a1so provided the sharpest evidence of

8
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'1he unwritten agreement" between the state and the merchants identified by Jill Crystal.- State
" .

work projects, cheap real estate, and appointment to public companies were sorne ofthe payotrs

merchant and Chamber elites accepted in retum for political acquiescence in bath nations.

Dy the mid-1980s, a virtual reversai in the political and economic conditions (nascent

politicalliberalization and rent declines) created new opportunities for influencing state policy. ln

the 19905, both countries suftèred ill effects from Iraq's invasion ofKuwait, and therefore, both

feh greater pressure toward increased political and economic liberalization. However, in these

similar contexts of pressure on their respective states, ooly the KCCI achieved meaningful

leverage and lasting influence on state policy. KCCI proposais regarding debt l'rom the 1991 Gulf

War and the crash of the Suq al Manakh stock market in 1982 were largely accepted by the

govemment. In many respects, the KCCI regained much of the stature and influence it wielded 'in

the 1960s. By contrast, the ACe could not claim success. The late 1980s and 1990s did wilness

greater business involvement in policy debates over new economic legislation. However, tbis

participation was shallow and temporary. Consultation with ministries was weak on a variety of

economic and politieal issues. Consequently, despite the sunilar eontexts, the presence of similar

tàetors, and roughly similar historieal trajectories, the question arises: why bas one tàiled and the

other sueceeded'? That is the problem to be tackled. Its importance and implications follow.

• Jill Crystal, Oil alld Polilies illlhe alllf: RII/ersalldMere"""'s ill KlIwaii alld Qalar,
(Cambridge: Cambridge University Press, 1990).
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3. IMPLICATIONS AND IMPORTANCE

This dissenation and its findings carry several implications for political-economic theories

of state-society relations, the civil society/democratization literature, the study ofbusiness

associations, and the future of liberalization in the region.

Political economy arguments about what drives state.soci~ty relations is a key target of

tbis thesis. ln particular, rentier approaches. and their assumptions about patterns of political

effectiveness of social associations vis..cz-vis the state are put to the test. While rentier theory

otrers imponant insights into state-business relations, they do not satisfy. The study builds on the

success of rentier insights by tying macro-structural accounts to the interplay ofother factors. ln

other words, another level ofanalysis is necessary to sharpen claims made by the political

economy literature. That process connects exogenous resource flows (state rents) to the secto~al

attributes of the business community t and then moves to the associationallevel where

organizational variables prove integral to translating broader structural change into real political

outcomes. This borrows from work on the importance of resource endowment and sectoral

anributes to economic restructuring9 and comparative work on b~siness classes in the Arab

World. UJ

Shafer's findings are expanded to include the effect seetoral attributes have had on the

countries' private sector. Chaudhry and Crystal's work round that business conununities, in

Kuwait and Saudi Arabia respectively, were able to forge important links with state bureaueracies

9 Michael O. Shafer, Willllers alld Loser~': HoM' Seclors Shape Ihe Develop,,,elliai
Pro~cls ofStates, (Ithaea: ComeU University Press, 1994).

lU Crystal t Oil aJld Polilics; and Kiren Aziz Chaudhry, The Priee ofWealth: Ecollomies
a"d IllstiluliollS ill the Middle East, (lthaca: ComeU University Press, 1997).
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that in times ofeconomic bust, were utilized to press successful claims on the state. The findings

oftbis study bring these complementary approaehes together by showing how seetora! contours

shape constraints on the business assoeiatio~ and how organizational variables affect the

eapability of the association to exploit links with the stale.

The thesis also offers a critique ofthe literature on civil society and democratization in the

developing world. In the context of the economic crunch and structural adjustn\ent, there is the

hope that a new Arab bourgeoisie will be born. ll While such a class may not deliberately push for

democratization, its associations and interest groups may lobby the state more successfully. An

"expansion of the private seetor agenda" in this way may push the state ioto greater

democratization. 12 The Maxtield/Schneider volume echoes the potential for positive extemalities

arising from a bu~iness association's interaction with a liberalizing state. 1l Evidence from Jordan

and Kuwait contirms tbis potential and goes one step fanher by otTering conditions

(organizational variables) under which more effective business association action is likely.

Literature on civil society in the developing world privileges the position of such intennediary

Il For example see Roben Springborg, ··The Arab Bourgeoisie: A Revisionist
Interpretatio~" Arab SIIIJie.l· Qllarler/y Volume 15 t Number 1 (Winter 1993); and Volker
Perthes, uThe Private Sector, Economie Liberalization, and the Prospects ofDemocratization: !he
ease ofSyria and SODle other Arab cOUDtries," in Democracy Wilhoui DemocralS? The Rellewa/
ofPo/ilics ill lhe Mlls/im Wor/d. edited by Ghassan Salame' (London: I.B. Tauris Publishers,
1994).

12 John Waterbury, uDemocracy Without democrats?: the potential for politieal
liberalization in the Middle East," in Democracy Witholll Democrals, p.29.

Il Stephen Hagard, Sylvia Maxtield, and Ben Ross Schnëider, "Theories ofBusiness 'and
Business-State Relations,tt in Busilless alld Ihe Siale; and Richard F. Doner and Ben Ross
Scheinder, "Business Associations, Development, and Democracy," unpublished manuscript,
Emory University. 1997.
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organizations as business associations. This study offers correctives to sorne aspects ofthis

literature. The work by Augustus Richard Nonon and Roben Putnarn stress the need for such

civil associations to be inclusive, much in the same vein as de Toqeuville's arguments concerning

civil society.14 Conclusions on the importance oforganizational variables in this study, however,

suggest cautionary inclusion. ln the context of non-democratic or semi-democratic developing

world states, a strategy stressing inclusionary associations may be self-defeating. Simply

advoealing a wider membership base without considering the effects on lobbying power and eHte

cohesion, threatens to weaken the mediating role that such institutions are intended to play vis-a-

vis the state. Inclusion without organizational checks and balances can split elites from their

institutional and membership representation. Since a degree ofpoliticaJ and economic reform is.. .

guided by elite interaction between state and society, the need for an institutionally grounded

social eHte is an advantage.

Because this study reverses the standard question of stale autonomy by asking about the

conditions under which social institutions maintain successful autonomy, much is leamed about

what makes tbr strons associations. Peter Evans has argued that a degree of stale aUlonomy from

leading social actors, like business, is necessary at the onset ofeconomic liberalization. However,

at the later stages ofpoliey negotiation and implementation, a de8!'ee of~~embeddedness" is

required, that is, connections with social actors. 15 Findings here stress the imponance ofan

14 Robert Putnam, Makillg Democracy Work: Civic Traditiolls ill Modenlltaly
(Princeton: Princeton University Press, 1993), p.174-176.

•5 Peter Evans, "The State as Problem and Solution: Predation, Embedded Autonomy, and
Structural Change, tt in The Polilics ofEcollomie Adjllstmelll, edited by Stephen Haggard and
Roben R. Kaufman (Princeton: Princeton University Press, 1992).
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association's organizational features to the nature and success ofthe embeddedness project.

Simple state openings to these groups is not enough; there must be strong associations there to

respond. Imponant organizational attributes are revealed in the comparison. An associational

rocus also interseets with sorne of the literature on collective action. Similar to tbis study's

inquiry, a common question in this literature is what makes for a policy capable business

association? Maneur Oison highlighted a trade-off logic by arguing that ~~an encompassing

" .
association" (one representing ail or most orthe economy) would espouse a better policy view

(benefiting the entire economy) than a more narrowly based association but that the encompassing

association would lack in lobbying strength.

Pt!a/c anoc:ialiolls, frequently, lack the unity needed to have any great influence on public
policy, or even coherent and specifie polides. Nonetheless, peak associations should on
average take a somewhatless parocbiaJ view than the narrow associations ofwhich they
are composed.16

This thesis offers correctives to this view by assening that encompassingness a10ne is not fully

responsible. As evidenced by the decline of the Jordanian Chamber, it was inclusive voting rules

that allowed encompassingness to heighten interest contlict and weaken elîte cohesion. There is

also support for the counter-tàctuaJ argument that had the Jordanian Chamber not altered its

restrieted representation and voting rules in the 1960s, the adverse effeets ofeneompassingness

would not have been as great in the 1980s and 1990s.

ln researching the conditions ofsuecessfullobbying, the study uncovers an important

attribute of the policy capable association. Counter-intuitively, a strong association is not

impervious ro stale manipulation; instead, the state often seeks to use a strong association, and

16 Maneur Oison, Th~ Rise alld Declille ofNaliollS (New Haven: Yale University Press,
1982), p.SO. Emphasis in original.
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the association in tum leverages such state behaviour for influence elsewhere. In other words~ it

is the measure ofa strong association that it engages in a two-way activity with state ministries,

not in a zero-sum conflict with the state. The greater institutional strength of the KCCI bas

allowed it to be used for stale ends during the economic crisis, while at the same time maintainin,g

and leveraging its own agenda. ln contrast, the weak Jordanian Chamber bas proven of little use

to state ministries in times of fiscal crisis.

Beyond these theoretical concems, there are some issues ofcontemporary social

significance. At a time when developing world economies are conting to rely more on their

private sectors, how is the lobbying and political influence of the private sector to be managed or

enhanced? Among the East Asian newly industrializing countries (NIes), it became a mantra that

the role ofbusiness associations in close conjunction with state ministries was an important

ingredient in their development. 11 However with the Asian fiscal crises in 1997-98, the ··cozy"

relationship between state and business has come under question. More comparative work is

needed in other regions to determine more general parameters and uses of such business-stale

relations to enhance and not impair economic performance. This study moves in this direction. In

sorne pans of the developing world, and in the Arab World in panicular, extemaJ rents accruing

to states are in decline. One question is: what happeRs after such a loss of revenue? Do political

processes and arrangements simply reven to a pre-rent situation, or is something more involved?

By building on political-economy arguments and considering organizational factors of important

social associations, a contribution is made to ··the what happens ailer" question. Finally, a

17 See, Chalmers Johnson, "Politicallnstitutions and Economie Perfonnance: The
Government-Business Relationship in lapan, Kora, and Taiwan," in The Polilical Ecollomy of.. .
the New Asiall IIldllstriali~m, edited by Frederic Deyo Othaca: ComeU University Press, 1987).
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methodological note is otfered.

This study finds that fecusing solely on an actor's interactions with state level entities

misses much. One needs aise to pay attention to the institutional structure, membership

cleavages, and elite cohesion ofan actor's organization.·' These features shape nÇ)t ooly the

capacity for influence, but also affect the perceptions ofstate elites concerning the actor.

4. l\IETHOOS AND SOURCES

Field research was carried out under three grants over a year and a hait: A grant from the

AmericaD Center ofOriental Research in Amman~ Jordan funded work from May to August 1995... .
A Fulbright FeUowship funded residence in Kuwait from October 1995 to July 1996. Under a

brrant from the Near and Middle East Program of the Social Science Research Ceuncil, 1

concluded research in Amman from August 1996 to February 1997. In both cauntries 1

interviewed aver 150 private and public sector ofticials using a semi-structured qualitative

questionnaire. White much of my etfon was directed at the two Chambers, 1aise interviewed

officiais at other protèssional associations (labour, trade~ occupational) and representatives of

major political panies to access views outside the business community. Documentation was

collected trom each Chamber. Unfortunately, tbis data is not even throughout the historical

period 1am examining. The Iraqi invasion ofKuwait resulted in many Chamber documents being

misplaced or destroyed. Documents at the Amman Chamber were poorly organized and much '..

was missing trom the earliest years. In bath cases, the leadership was wary to grant unfettered

II Alfred Stepan, "State Power in the Southem Cone ofLatin America," in Bringillg the
Slale Bock /11, edited by Peter Evans, Dietrich Ruesc:hemeyer, and Theda Skocpol (Cambridge:
Cambridge University Press, 1985).
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access ta Chamber documents. Where there are gaps in the data, 1make this explicit. 1also

relied on documents from various Ministriesssuch as Planning, Commerce and Industry, Supply,

the Central Bank, and Statistics. Additional economic and historical data was available at the
.

leading private banks in each country, the National Bank ofKuwait and the Arab Bank. Major

daily newspapers in each country (AI-Qabas and AJ-Anba in Kuwait, AI-Rai, AI-Dltstur, and

Jorda" 7imes in Jordan) had archives which 1 round useful for sorne historical data. Much ofthe'

historical data from the pre-independence period is based on recently published British consular ;

records from Jordan and Kuwait.

5. DEFINITIONS

Explanations for severaJ terms used in tbis study are necessary. The outcome to be

explained, the dependent variable, is termed usuccessful autonomous engagement. n The concept

ofautonomy is often used in relation to astate's capacity, and it generates much debate. Though

the study reverses the standard state autonomy question to examine a social associationss

autonomy, problems still persist: how to measure autonomy; autonomy for what? Here,

alltollomy is t&ken to Mean the fonnation and aniculation ofmterests separate from the state. An

indicator ofautonomy is not ooly the mterest agenda ofan actor but also an anempt to revise an

earlier state policy initiative. ln such instances, the civil actor can be seen as acting outside the

sphere ofslale control but within the political field marked by state action. Autonomy cao a1so. be

understood by contrasting il with non·autonomous engagement. Here, Philippe Schmitter's

classic distinction between state corporatism and societal corporatism is most useful. Non-

autonomous engagement is often round within astate corporatist context wberein social actors

16
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are eoopted and thus essentially eompete for privilege and position within the state. Il is more or

less interaction between state patrons. 19 A problem remains though: autonomy for what? There
'..

are many associations in the developing world that maintain distinct agendas and financial bases

but are wholly irrelevant in translating that autonomy into anything of political importance.

Therefore successful engagement is added to the description ofthe dependent variable.

EIIgagf!nlf!1I1 is exercised through legislative involvement, public campaigns on issues, or
Il

private meetings with officials. Forma1lobbying is the mast conunon tonn ofengagement but

research in tbis project revealed other more nuanced and informai fonns ofengagement lhat

cannot be simply referred to as formallobbying. Moreover, while resistance to government

authority may be a characteristic ofengagement, this is a resistance aimed at reshaping the

political arder, not abolishing it. In bath cases autonomy~r sc! is not at issue; both Chambers

freely maintain their own agendas and seek to press stale ministries on these issues. What is at .. .

issue is the successful pursuit of these issues. SIlCC~SS is defined here as a change in an initial state

position on a policy issue beeause ofengagement. lt could be lhat other fonns ofsuceess are

possible, for example, helping ta create astate policy where no state preference was evident
~

belore. However, by defining success in lhis way, measurement and eomparison are easier. Of

course, sharp distinctions between non-autonomousl autonomous and unsuecessfullsuccessful in a

non-democratic context are difficult to pin down. Interactions may, ofcourse, contain bath.

However, this study considers the degree ofditference between ÎlÙtial state preferences and the

eventual outcomes ofChamber demands as the best objective measure of how successful a given

engagement is; the more ofa düference, the greater the degree ofsuceess on the part of the civil
'..

•9 Phillipe C. Schmitter, ·'Still the Century ofCorporatism?" Review ofPo/ilics, 36 (1974).
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actor.20 Breaking the definition apan like this is meant for clarity, but in short, successful

autonomous engagement is also be referred to as simply successfullobbying.

Elite cohesioll is defined as the maintenance ofconsistent leadership ofan organization"

where that leadership is viewed as elite witbin ilS community and where those elites rnaintain

cooperation at the head ofthe association over lime. Three factors denote eHte status: income,

education, and prestige. High income is an obvious indicator ofb~siness success and political

access. Education, often Coreign, is highly regarded in Kuwaiti and Jordanian society. While

aider merchant eHtes may not possess signiticant higher education (an American M.B.A., for

instance) their children almost certainly will and tbis enhances one's elite profile. Finally,

perceptions ofan individual's prestige aise factor ioto eHte status. Prestige is a subjective

assessment, but after ooly a short time in Kuwait and Jordan, il becomes rather clear to any

observer who has prestige and who does not.21 These considerations go into measuring

leadership elites over time, and additionally they allow for observing generational changes witlùn

the leadership group. Tracking family names, affiliations, and social perceptions ofelile status

witlùn each Chamber provides a sound measure of lbis over time. The terms bllsiness commullity

and nlerc:haJlts retèr ta the rank and file ofcach Chamber. The term pr;~'ale seclor is reserved for

addressing the broader business community not necessarily integrated or active in a Chamber.

20 This is a key problem in Chaudhry's study or any work for that matter mat attempts to
gauge initial state preferences against an outcome. The change may not really be change but a ;
calculated strategy or the change may be the result ofsomething other than lobbying. Scholarship
on state-society relations must in the end render an infonned judgement on such problems.
Choosing issues ofengagement carefuUy helps minimize the risk.

21 Margaret M. Pearson uses similar factors to access business elites in China: Chilla·s
Nf!W Busilless Elites: The Polilical COIlSequellCes ofEcollomie Reform (Berkeley: University of
Califomia Press, 1997), pp.6-7.
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Reference to the slale strictly encompasses the level of the Prime Minister and bis cabinet.

The cabinet is composed ofheads of the most important economic and political ministries,

ministries the Chambers regularly lobby. In these cases, the Primé Minister and his cabinet are the

locus ofimmediate politicaJ power and decision. The mOllarchy is the locus ofabsolute power,

but often the monarchy does not render judgement on specifie issues ofeconomic policy.22 When.

reference is made to other pans ofthe stale, milÛstries for instance, il will be made specifie.

When preference differences are apparent between ministries and, say, the Prime Minister lhis will

also be made clear. Following Joel Migdal, the purpose is not to treat the stale as a monolith;

pans ofthe state may conflict.2.l With this strict empirical definition of the stale in mind,

parliament will not be considered an appendage ofthe Slale, but a social institution dependent

upon the state for its legal mandate and purview.

6. PLAN

Chapter 11 elaborates the argument of tbis study. In tbis maMer, it is clear from the stan

how the empirical narrative will unfold. The thesis is presented by tirst atTenng three clusters of

rival arguments: political economic, state centric, and society based. The faillngs ofthese

approaches are discussed, as weil as where they contribute to the thesis. Chapters lU, IV, and V

comprise the historical narrative, stretching across three time periods: 1920 to 1970, 1970 to

22 Two exceptions are the Suq al Manakh issue in Kuwait and the issue ofeconomic
relations with Israel in Jordan.

13 Joel Migdal, Sirollg Socielies QJJd Wtak Siales: Siaie-Society Re/atiolls and Slaie
Capacilies ill/he Third World (princeton: Princeton University Press, 1988); and Stale Power
alld Social Forces: Domina/ioll alld TrCJI~formQljo" jll the Third"World, edited by Joel Migdal,
Atul Kohli and Vivenne Shue (New York: Cambridge University Press, 1994)
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1982, and 1982 to the present. ln addition to giving the necessary histories, these chapters

highlight the variables tbat the argument points to as causative. Chapter VI reinforces the thesi~' ·

and, elaborates broader implications ofthe thesis.
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U
STRUCTURE OF THE ARGUMENT

This ehapter presents three clusters of potential answers to the question of this thesis.

Theory to expIain the specifies of business lobbying in the developing world is scant~ instead,

literature in the social sciences tends to focus more broadly on state-business relations.

Therefore, tbree clusters of literature that discuss state-business relations--political-eeonomy

approaches, state-centric arguments, and society-based explanations--are investigated to extract

possible conditions or dynamics which explain why one business association can be more etlèetive

than another. 1then provide a briefdiscussion of how these positions are inadequate theoretically

and empirically to my case outcomes. This is fallowed by a presentation of the thesis itself ln

this way, the variaus empirical aspects of the comparison will be evident befarehand.

1. RIVAL ARGUl'lENTS

Pulilicul-Econu,,,)' Argu",ellb

Comparative politics of the Middle East has delivered ilS best contributions ta the general

theory ofcomparative politics in the field of political economy. Simply put, the approach of

political economy is to examine the etfect of politics on the economy or the effect of the economy

on politics. The rentier paradig~ the approach considered here, represents the latter. Though

not a new approach concept, the consideration ofa state's fiscal base to explain politics among

Middle East couDtnes was innovative in that it tied the study ofwhat were typically viewed as .

unique, almost ungeneralizable, states to the broader field ofcomparative politics. By tying an

explanation ofdomestic Arab politics to the field ofpolitical economy (as opposed to culture, for

21



example), rentier approaches succeeded to a great extent. The task here is to understand that

contribution in the light ofmy question and to critically examine its usefulness.

Rent was given its definition by Adam Smith's famous contrast between rents and profits:

"Rent enters into the composition of the price ofcommodities in a different way from wages and

profits. High or low wages and profits are the cause of high or low price~ high or low rent is the

effect of it.ul Rents then are distinguished by their non-productive character and their nature as a

reward or gift. 2 The importance of rents to politica1life in the Middle East cornes into play whcn

the tiscal resources of the state and society are considered. Theretore, the basic tenet of rentier

theory holds that the character of resources available to a state or society fundamentally shapes

polities in that country.3 What are state rents?

Joseph Shumpeter argued that the nature of a state's resources should be a tocal point for

social and political analysis.

Most impol1ant of ail is the insight which events of tisca1 history provide into the laws of .
social being and becoming and into the driving forces of the fate of nations, as weil as into
the manner in which concrete conditions, and in particular organizationaJ faons, grow and
pass away. The public finances are one of the best starting points for an investigation of
society, especially though not exc1usively ofilS politicallife.~

1 Adam Smith, 171c! JV~,,"h ofNaliolls (1776), (London: Everyman's Library, (960),
pA12.

! For astate, typical rents include: ail revenues, mining, transit tèes, customs duties, and
so 00. For ecooomic actors, rents comprise exclusive access to markets, production subsidies, or
participation in trade protocol regimes.

l Giacomo Luciani, lIAllocative vs. Production States: A Theoretical Framework,"in Thf!
Arab Siole, edited by Giacomo Luciani (Berkeley: University ofCalifornia Press, 1990).

.. Joseph Shumpeter, ··The Crisis of the Tax State," in International Ecollolnic POfJf!rs, ".
edited by Alan T. Peacock, NO.4 (London: MacMillian, 1954), p.7.

22

•

•



•

•

ln considering state revenues~ the key distinction is between revenues generated tram the

domestic economy versus revenue received from external sources. Revenue extracted intemally

refers ofcourse to various forros of taxation~ and the progress of taxation has been closely linked

to the development of the democratic state in the West. S Rents~ on the other hand~ most often

come from external sources and can include foreign aid~ oil~ and various types of transit tèes (in

the case orthe Suez canal, for instance). When astate derives most ofits revenue from such

external sources, it is termed a rentier state. A good mark otfered by Luciani for distinguishing

between a rentier and non-rentier is astate with about 40 percent of state revenue in the tenn of

rents and with state expenditure which comprises a significant proponion of the Gross Domestic

Product (GDP).6 The first measure determines ifa state is primarily "exoteric~" that is, deriving

Olost of its revenue l'rom outside its state boarders, while the second measure deternùnes whether

astate is "'allocative~" that is, astate whose domestic fiscal activity is comprised primarily of

distribution. ~lost of the pure rentiers (with percentages above 80 percent of state revenue in the

fonn of renls) are tound in the GuU: Kuwait is a prime example. Other states outside the region,

hOViever, have becn considered n:ntiers. At times, Venezuel~ Nigeria, Norway, and sorne

African countries exc1usively dependent on tbreign aid, are good examples. When reots levels are

signiticant~ but not the majority of revenue (around the 40 percent revenue mark), the etlèct on

S Charles Tilly, u'War Making and State Making as Organized Crime~" in Brillgillg the
Siall! Back III; Margaret Levi, OfRevellue and Rule (Berkeley: University of California Press,
1988); and Robert Bates and Da-Hsiang Donald Lien, "A Note on Taxation~ Development and
Representative Governmeot," Politics & Society Volume 14~ Number 1 (1985).

6 Luciani~ "Allocative vs. Production States: A Theoretical Framework. le
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the state is equally important, and Ihese have been termed usemi-rentier" states.7 Jordan is a

prime example in tbis category, but Egypt, Syria, Yernen, and other developing world states

heavily dependent on foreign grants are considered semi-rentiers as weil. Sa, though Kuwait is

properly defined as a rentier state and Jordan as a semi-rentier, each is clearly an alloeative stale

with usually over 50 percent ofGDP eomposed ofstate expenditure.

Rent in the fonn of rernittances flow into a country's society instead ofdirectly into state .

coffers. TechnicaJly, tbis is not unearned incorne, as is the case with ail, but the etfects of

remittances on the domestic economy and politYare similar. In the ~liddle East, remittances took

the forro of Jordanian, Egyptian, Syrian, and other Arab nationals working in the Gulf states and

sending their earnings back home. Thus, Jordan and Kuwait have bistorically shared more than

just regionallocation~ they have been dependent upon one another. Though remiuance incarne

does not go ta the state directly (there may be tonns oftranstèr taxation, but most transfers are

informai and not weil tracked), sorne of the eftècts of remittances loUow closely those of state

rents. Similar ta state distribution, extemal worker tinances tlood the local economy boosting

internaI consumption. Consequently, there is more money chasing fewer domestic investment

opponunities. So, Luciani's term "exoteric states" refers not only to externai state funding but

external soeietai revenue as weil. Though there is much debate about the fate of politics in rentier

states after rent declines, there is considerable agreement on what the general characteristics are

of a rentier state and society.

The most evident etlècts are those on the state. Significant exogenous finance (like the

7 Rex Brynen, ""Economie Crisis and Post-Rentier Democratization in the Arab World:
The Case ofJordan," Calladiclll Jourllal ofPolilical Sciellce xxv: 1(March 1992); Hazem
Beblawi, ~'The Rentier State in the Arab World," in Thl! Arab Siaie.
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kind Kuwait and Jordan experienced in the 1960s and 1970s) to the state result in a drastic

growth of state ministries. Ministries not only proliferate to embrace every conceivable policy

area, but they also add countless numbers ofcivil servants beyond ail measure of real need. As

the rentier state becomes the locus ofeconomic activity through public employment, it also

becomes the primary distributor ofcapital in the economy. Through a myriad of transler schemes,

the primary functions of state ministries become distribution over extraction or regulation. Lar~e-

scale real estate purchases, public investnlents in private corporations, robust subsidy programs,

and other weUàre projects are common among rentiers. Jacques Delacroix terms this the

··distributive state."11 ln turn, the society of a rentier slate is shaped by the availability of persistent

state reots.

Interaction with state ministries becomes very intense within a rentier society. Whether

working tor the stale, receiving some fonn of payment from the state, or bargaining for state

permissions, political authority becomes inordinately a central target of much activity in society.

The state does appear all-pervasive in many respects. The economic etfects of state rentierism is

also retlected in society. Since social actors are al the receiving end of state distribution, second

order rents often permeate economic relations in society.9 A good deal of private sector activity

is geared toward securing a piece of state largesse in the form ofsubsidies, state contracts, or tax

exemption. A number ofbusinessmen become what Samuel Popk.in terms "easy riders." They

compele with one another, but it is a competition ainled at funher. political access that does not

1 Jacques Delacro~ "'The Distributive Stale in the World System," Silldies ill
ConlJXlralive International De\!e/opmelll 15 (1980).

9 Hazent Beblawi, ~'The Rentier Slate in the Arab World," in Luciani, The Arab Slate,
p.89-91.

25



result in more efficient production or increased quality.10 Consequently, the economies of rentier

states come to privilege shan-tenu, highly liquid investments Iike real estate and stock markets

over longer-term, fixed assets such as private infrastructure or industry. While pans ofliberaI .

democratic economies of the West exhibit similar characteristics, the usual small size of rentier

countries and the size of rent seeking are unique. These features of interaction contribute ta what

Hazem Beblawi terms the "rentier memaJity" of societies in many ~ab states. Citizenship is no

longer built on reciprocal interaction with political authority but on rewards from state managers,

severing the link between production and reward. These tiscally induced characteristics have at

times been contlated with cultural or religious detenninants. Therefore, besides adding to the

generalliterature ofcomparative politics, rentier theory has aIso gone sorne v.:ay in arguing

against these cultural and religious explanations in favour ofa less netàrious material one.1J

How rentier theory may explain my outcomes cames in several variations and is the

cancern of the tollowing sections.

Basic relltier expectations

The initial rentier argument holds that rents increase state autonomy and capacity.

Autonomy we have detined earlier; it is closely related to capacity which is ··the ability of states to

implement otliciaJ goals, especiaJly over the actual or potential opposition of powerful social

la Samuel L. Popkin, "Public Choice and Peasant Organization," in TUH'areJ a PolilicaJ
Ecollomy ofDe"c!iopnlf!lIl: A Rational Choice Perspective, edited by Robert H. Bates (Berkeley:
University ofCalifornia Press, 1988), p. 268.

11 Gregory Gause, Oi/ A-Iollurchies: Donlf!stic and Security Chu"ellgf!~ ill (he Arab Gulf
States, (New York: Council on Foreign Relations, 1994).
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groups or in the tàce ofrecalcitrant socio-economic circumstances.,,12 The autonomy and

capability ofa state is thus dependent on the degree ofrents available. For social groups, and

business associations specifically, this means that as state autonomy increases, their politieal

influence should decrease.

The logic is quite elegant. Extemal state revenue has drastically diftèrent implications for,

state-society relations than revenue from domestic extraction. Classic theory about Western state

development enlphasizes the political imponance of the eightieth and ninetieth century states'

creation ofbureaucratic, penetrative institutions and funetions. 1l Prominent among these was the

extractive function of taxation. While taxation made the state "'stronger," it also bounded the

state to social forces, which in turn demanded links of reciprocity. Albert Hirschman in Exil

Jviel! ulld Loyalty reasoned the link in this way: when faeed with a the revenu~-seeking state, an

eeonomie agent can either exercise "exit" (capital becomes mobile) or "give voiee" (denland

representation). Astate wishing ta mininuze the number of exilS will inevitably entenain more

voice, thus expanding representation.1-l

By contrast, dependency theorists chaned a different story for late-developing states of

I! Theda Skocpol, "Bringing the State Back ln: Strategies ofAnalysis in Current
Research." in Brillgillg Ihl! Stale Back ill, p.9.

Il For example: Tilly, "War Making and State Making as Organized Crime," in Brillgillg
the Stail! Back fil; Levi, OfRI!,·ellue alld Rille; Bates, UA Note on Taxation;" and John A. Hall,
Po...ers & Liberlies: The Causl!s and COIUelJllellCeS ofthe Rise ofthe West, (London: Basil
Blackwell, 1985).

l~ A1ben O. Hirschman, Exit J;oice alldLu)'a/ly: Rf!~pollses 10 Decline ill Firnls,
Orgulli:aliolls. Qnd Siaies (Cambridge MA: Harvard University Press, 1970).
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the periphery.ls ln the developing world, the link between the development of capitalism and the

bureaucratie state was broken since many states were more the product of tàreign interests rather

than indigenous creation. Lisa Anderson spells trus out nicely:

The state in the periphery is both an instrument ofcapitalist penetration from without--a
dependent variable--and a causal structure--or independent variable--within its society.
The causal or interventionist role is enhanced by the state's relative autonomy from the
domestic social structure and ilS responsiveness to the international economy and politicaJ
system. 16

When such nascent, newly independent states then encounter rents, due either to oil

discovery as in Kuwait or foreign aid as in Jordan, the effect is dramatic. Supponed by outside

funds, the rentier state is saved tram the political messiness ofdeep administrative roots within

society. While rents allow the growth ofa large state apparatus, the social cleavages and

divisions within society tend to be frozen. Clientelist networks and tribal linkages tend ta be

strengthened once rents come into play. The state distributes fiscal rewards and punishments

within this preserved system, but in ail other respects it is aloof tram its society. 17 Formai

associations are in same cases sinlply taken over by state authorities. For example, the budgets of

the Chambers of Commerce in Saudi Arabia and Dubaï are part of the state budget. Even when

state fiscal power 5S not so direct, associations may see their members exit since collective action

lS Fernando H. Cardoso, "Associated Dependent Development: Theoretical and Practical
Implications," in AlIlhori/arian Brazil, edited by Alfred Stepan (New Haven: Yale University
Press, 1973).

16 Anderson, Lisa, Th~ ~'/alf! andsocial Irallsjormalioll in TUllisia and Libyat 1830-1980
(Princeton: Princeton University Press, 1986), p.23.

17 Delacroix, "-The Distributive State in the World System."
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is not needed to win resources. Ile The elites ofassociations may be bought off through positions

in state-owned enterprises. Finally, under rentier conditions, fewer issues of dispute with

government arise, especially with the private sector. Government as the locus ofcapital

investment, combined with low levels of taxation, simply take many issues off the table.

Autonomous associational development under rent conditions is therefore weak.

When rents decline, the situation is reversed. The once aloof state is now short on

external funds and must turn to domestic extraction. Having had linle extractive capacity in the

past, new taxation bureaucracies must be created. ln parallel, the drop in rems means a drop in

pay offs to social groups. New issues ofdistribution and taxation inevitably arise. Hirschman's

logic cornes into play. Around the new issues. social demands coalesce and expand potentiaUy to

include demands for greater political represemation. Though it is not necessarily automatic. the

post-rentier state displays conditions ripe tor democratization and retornl~ I~ or, as Luciani put il,

"a strong currem in tàvour of democracy inevitably arises."!U The initial rentier position. then,

postulates that as rents increase business associations will become less successful in their lobby

attempts, and that when rents decline these same institutions will experience greater lobbying

III This ties to an idea to be dealt with later, namely, that business's's predilection toward
collective action is shaped by the extent ofstate intervention. The more intervention the greater·
the incentive for collective action. Consideration of the rentier state complicates the logic.
Rentier states intervene significantly, but rentier theory (and observations) takes this to mean a
lessening ofcollective action. The question is what type of intervention leads to which incentives.
The rentier state intervenes primarily by distributing, and hence tbis type of intervention may limit,
not encourage, collective action by business.

19 Brynen, Economie Crisis alld Posl-R4!II/ier Df!mOCrali:alioll, 1992; also Lisa Anderson,
·'Remaking the Middle East: The Prospects for Democracy and Stability, in Elhics & ..
11l14!Tllaliollal AffaiTs. 6 (1992).

20 Luciani, .•Allocation vs. Production," p.75.
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success. From this basic position, there are two imponant sub-theses to consider.

The corporatist variation on the rentier state

This variation takes up the importance of corporatism in a rentier state. The webs of

ministries, semi-public boards, publicly-owned enterprises, and even cabinet posts all come to

comprise a loase semi-corporatist network in many rentier states. These are the venues through

which state distribution takes place, rewards are given, and punishment dealt out. In times of rent

plenty, these are the stilts that lift the state above its social rivais. Focusing on linkages with

social agents, recent work on corporatism has advanced a variant to what happens after rents

decline.

Phillippe Schmitter's distinction between inclusionary and exclusionary corporatism does

not quite capture the hybrid systems of many Arab and developing world states. Roben Bianchi's

work takes trus aspect into account in his analysis ofcorporatism in Egypt and Turkey21 and finds

that, as states attempted to draw social groups in closer to corporatist networks the usual result

was greater pluralisnl on the pan of social groups and intensified interest contlict within their

ranks. He finds tbis especially true among Egypt's business associations.12 Thus, as the state

deepens corporatist links, the outcome is aetually to generate more social demands, not less.

More specifie work on rentiers has carried tbis thesis further.

21 Roben Bianchi, bl/I!rt!sl Groups alld Po/ilical Df!vf!/opmf!I11 ill lilrkf!Y (Princeton:
Princeton University Press, 1984); and UIlru/y Corporalistll: Assoc.:ialiollal Lift! ill TWf!luielh­
Celllllry Egypl (Oxford: Oxford University Press, 1989).

22 Bianchi, UII,ul}' COlporalisnl, p.15S-17S.
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ln their comparative work, both Jill Crystal and Kiren Aziz ChaudtuytJ include cases

where semi-corporatist links with business were pursued during the rent boom. In bath Kuwait

and Saudi Arabia, respectively, after rent declined and state vulnerability increased, tbrmerly

coopted groups utilized those links with the state to press successful daims. In the cases where

those links were not developed in the boom period, Qatar and Yemen, the business community

proved unable to press its daims. Therefore, semi-corporatist structures may likely play a role in

the outcomes of my cases. The tighter the business association is tied inta state corporatist

structures the greater opponunity and advantage it will have in reversing those links in times of

troubles ta realize its policy goals.

A second variation in the basic therne heads in the same direction but adds an additianal

variable to consider.

Tite type of relit as another variation

This complementary variation also tocuses upon the developmem of a rentier state' s

clientelist network as a key aspect of rentier politics. At the base of the argument is a distinction

between types of rents. The greater the degree of direct rents ta the state, usually ail, the greater

the weakness of state power over leading social groups in the long run. ~loreover, the timing of

when rents come into play determines what type of social strata is frazen, and tms in tum

determines to whom state elites extend patronage links. Chaudhry's work has pioneered tbis

2J Kiren Aziz Chaudhry, "The price ofwealth: business and state in labour remittance an~

ail economies," IlIterllational Orgalli:atiolls 43, 1 (Winter 1989); and The Price ofWeallh:
EcollonlÎf!s and InslÎlllliolls ill the Middle East, (lthaca: Comell University Press, 1997); and JiU
Crystal, Oil alld Politics illlhe Gulf: Ru/ers and nlerchaJlIs in Kult'ait and Qatar (Cambridge:
Cambridge University Press, 1995).
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approach as a way to criticize aspects of rentier theory, to caU inta question uses of the term

"state autanomy," and to develop new insights into what conditions make tor a strong state.

Chaudhry's study compares a labour remittance state, Yernen, with a pure oil-rentier,

Saudi Arabia. By examining the relationship of the position of the private sector and the slate in

periods ofeconomic boom and bust, she was able to generate sorne interesting findings. ln

remittance states, the private sector develops independently of state patronage and generaUy

without the extensive semi-corporatist links common ofa pure rentier state. By contrast, the

private sector in a pure rentier is brought iota patronage networks by the state during the boom

period. 24 The crucial impact of these divergent development strategies com~s when the rents

decline. For the private sector in Saudi Arabia, the webs and links created to buy them off in the

past were used in the bust period to curb state austerity m~asures. In the remittance state,

Yemen, business had no such links to tàll back on and ",as thus powerless to curb state austerity

measures. In this way, Chaudhry adds a crucial variable in considering outcomes in post-rentier

situations: '·The key diftèrence in the impact ofoil rent and labour. remittances was the way in

which their etlèct on the balance ofeconomic opponunity in the public and private sectors

interacted with social composition of the bureaucracy and the private sector.n25

The expectation, then, is that ditTerences in rent type bind business associations to the

state diftèrently in the boom period. These contrasting links explain outcomes when rents decline.

2,& ln Saudi Arabia tor instance, the state created an entirely new private sector to bolster
its base ofsupport. See Chaudhry, The Priee ofWeaith: E"ollomies "nd Institutions in the
Middle Ea~·I.

2S Chaudhry, "The priee ofwealth," p.143.
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Rents and society: nlodernization tbwarted

Rentier theory considers not ooly the impact on the state, but offers generalizations on

how rents shape social relations. This impact cornes in two stages. First, the type of society that

is present when rents flow into the state or society determines who wins and who loses. Second,

once rents take hold and state distribution is centralized, societal relations tend ta become

··venicalized" loward the state.

Rentier theory carne into being panly as an answer to the question as ta why

modernization had not taken its predicted historical path in the ail rich states of the Arab world.

Modemization theory trom the lineage of Lipset and Kautsky26 stresses the transtàrming effect

tbat greater wealth has on a society. The key dynanlÎc in these accounts is the change in social

structure that results from increased wealth. The problem in sorne developing world states, like

the ail states, was that levels of per capita wealth were climbing steadily but the expected social

and political transformation did nol tbllaw. Rentier theory sought to explain this.

Because rents ta society and state were allocative and not productive, social structure did

nol change in the direction modemization theory expected. Strands of primordiaJ ties endured.

By itselt: tms is not novel tor a developing world state, but in the context of state rents these pre-

modern ties were actually reintbrced. Significant urbanization does occur in states like Jord~

Saudi Arabia, and Kuwait but this does not mean ascriptive links and loyalties are weakened. As

the state disbursed rewards to maintain paliticaJ suppon, there was little need to alter a social

26 Seymour Manin Lipset, "Sorne Social Requisites ofDemocracy: Economie
Development and Political LegitimacJ," Amf!ricall Polilica/ Sciellce Rf!vif!w, 53 (March 1959);
John H. Kautsky, The Polilical COIIsel/uellCf!S ojMoJerllizatioll (Huntington, NY: R.E. Krieger
Publishers, (972).
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arder that after ail had allowed political elites to gain power betbre rents. Therefore, local elites

tended to retain positions of local power and tribal leaders were able to maintain tribal cohesion.

Since most rent booms occurred shortly after independence, tbis pattern was repeated in many

Arab and African countries. For the question ofassociationallobbying, tbis meant that groups ~on

top at the onset of rents or groups with better organizational bases would fare better in the future.

Mer tbis initiai period, rents did had have a transtbrming eftèct, but again, not in the way

modemization theory expected. One key aspect of modernization. was the development of

horizontal links and cross-cutting alliances in society which breaks down primordial cleavages and

allows for new tbundations ofcollective action. ln the rentier state, wealth creation is centralized

with the political authority, theretbre, vertical instead of horizontal links develop. Rems weaken

not orny the bases tbr cross..cuuing collective action but marginalizes social associations.

Organized ostensibly to aggregate Înteresls, serve member needs, or exercise sorne social duty,

the uses of social associations wane. ~1embers and elites are "pulled" out because the associat~on

is no longer useful.:!7 The benetits of associational exit outweigh the costs of membership.

Associations decay institutionally, lose collective action skills, and instead vie tor the layers of rent

that trickle down trom the state. Associational litè under rent conditions is shallow.

However, the theory is not quite c1ear on what happens to society mer rent. Does society

now leam productive habits and discard "'the rent!er mentality," or do the adverse conditions

previously created still inhibit social modernization? Given the strong Marxist and libcral bases 'of

rentier theory and its prevalence arnong Many scholars of the Arab World, the answer leans

21 This insight was given to me by Tariq Tell, Amman. November 1996.
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toward renewed transtormation of social structure. 2X This prediction is panicularly pronounced

regarding a new Arab bourgeoisie:

the so-called state class or state bourgeoisie will not continue as such. After a period of
partnersbip, first silent then open, with the new bourgeoisie, and after increasingly coming
to share interests of the latter, this class will become an authentic bourgeoisie, owning the
means of production. As tbis occurs, the transforming state class will increasingly
intermingle with the other branches or the bourgeoisie and finally fuse with them. 29

Though the hypothesis is not precise in the literature, the general parameters to be

considered are as follows: rents to society and the state diffuse associational strength in the boom

period resulting in less intluence with the state~ as rents decline, previously checked modernization

terces impact society, resuscitating the social and associational bases tor eftective lobbying.

Stale-Centr;,; Argu'IIenls

Political-economy argumc:nts share much with the focus on the state. For both, the state is

an important actor, but in political-economy accounts the state is ~rimarily a dependent variable in

relation to external resources. AIuong theorists that sludy the state, there is a great deal of debate

about the cause, extent, and eftècts of the state as an independent actor. Ju State autonomy over

social actors can be absolute, conditional, or temporary. It can be conditioned by the personnel

occupying state positions,JI the position ofdominat c1asses,3! contlict within society,JJ or

21 Roben Springborg cames to tbis conclusion in, ·''The Arab Bourgeoisie: A Revisionist
Interpretation." Arah Siudies Quarter/y, 15, 1 (Winter 1993).

29 Volker Penhes, ·'The Bourgeoisie and the Ba'th," Middlt! &Isi Rt!port. 170 (May-June
1991), p.37.

JO Michael Mann develops a clear discussion of these debates in Thl! SUlII'Ct!S ofSocial
POU'l!r. Volunlt! Il: The ri~'e ofclasses and lIalioll-slall!S, 1760-/91-1 (Cambridge: Cambridge
University Press, 1993), p.44-54.
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structures in which the state is found..J.l However, most theorists recognize the state as both place

(dependent variable) and actor (independent variable). So what are we left with? In sorne ways,

the study of the state witbin the social sciences has lost its analytical usefulness, since it seems the

state encompasses all of a given polity. To avoid these confusing directions, tbis study adopts a

state-centric position c10sest to Theda Skocpol's work.

Skocpol and her colleagues seek to correct what they see as the excesses of pluralist and

neo-Marxist theories of the state. They stress the state as an actor in given situations and its

ability to atlèct, apart from a simple c1ass appendage. 3S ~lichael Mann terms tbis approach "elitist

theories of the state," a position which stresses a state's distributive power over society. Jo

JI C. Wright Mills, nif! PuU'~,. J:.:liI~ (New York: Oxford University Press, 1956)~ and
William G. Domhotl: The POWf!r Elite! !lJld the! S'tlte: HoU' Policy is A4ade III Anle!rica (New
York: A de Gruyter, 1990).

31 A tèw examples of the neo-Marxist literature on the state are: Nicos Poulantzas,
PolilÎcal Power '"ld Sodal CI"s~'~~' (London: New Left Books, 1973); Claus Offe, '''Political
authority and class structure: an analysis of late capitalist societies," IlIt~rJlallollal Journal of
Svciology 2 (1972)~ and Bob Jessop, Siaie Theory: Pllllillg the Copilatist Siaie illIts Piace!
(University Park: Pennsylvania State University Press, 1990).

33 The pluralist school examples are: Seymour Manin Lipset, Poli/ic:," tvlall (New Hav~n:

Yale University Press, 1959), and Robert Dahl, Polyarchy (New Haven: Yale University Press,
1977).

J~ This variant shares much with Barrington Moore's classic work and has had much
intluence on international relations theory as weil: Barrington Moore, Social Origills of
Dictalor~-hipalld Democracy: Lord alld Pf!QSQIII in the! A4akillg ofthe Nloderll Wor/d (Boston:
Beacon Press, 1966)~ Charles Tilly, COf!rcioll, Capital alld Europt!aJl States, AD 990-1990
(Oxford: Blackwell Publishers, 1990); and Stephen Krasner, Structural COIlf/icl: The Thjrd Wor/d
Agaillst Global Libera/ism (Berkeley: University ofCalifornia Press, 1985).

3S Brillgillg the Slate Rack /11, edited by Peter Evans, et al.

36Mann, Sources ofSocial Powe!r, Volume JI., pA8. Excellent examples of the rational­
actor, elitist model are Levi, OfRule alld Revell"e; and Douglas C. Nonh, Structure ail" Challge
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Accordingly, the state-centric position examined here posits the state as the independent variable

atfecting changes in the legal-political terrain between itself and leading social associations.

Therefore the way state formation takes place, the way astate incorporates, the access it allows,

and the character of state structures may all account for the outcomes in this study.

The legMcy of state formatioll

The process and history of state formation is Integral to the structuring of potitics among

late-Iate-developers. Coloniallegacies, patterns of state formation, insenion into the international

system, and who wins and who loses, can shape state-society relations in ways that carry

importance for business lobbying.

Like Illuch of the developing world, Arab countries undern-ent colonization by European

powers. The state in the periphery. it is argued. is the product of lhis colonial domination. By

contrast, the classieal approach argues that state development in Europe followed trom interaction

among social torees and the advent of capitalism. ln the periphery, the transtbrmative power of

capitalism was injected trom outside, The way capitalism penetrated says much about the type of

state to emerge. Lisa Anderson, in her conlparative treatlnent of s~ate tarmation in Libya and

Tunisia, draws a distinction between the kind ofcolonial administration in each, Italian colonial

rule in Libya denied the population any political representation, causing the revival ofolder forms.

of locaJ rule and patronage. French rule, by contrast, instaUed a central politicaJ administration .

integrating Tunisian elites. The result was that, come iodependence and the onset of state

formation, each was beginning from ditTerent foundations. Tunisia gave rise to the stronger state,

in E(,'ollomie: HÙ'lul)' (New York: W.W. Nonon and Company, 1981).
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Libya the weaker. Anderson argues that. in Tunisia. the state used the power of state institutions

to tàshion society and its elites to ils own political ends. Opponents of state power were

marginalized while supporters were boosted. Thus.....the state is less captive of that elite than the

elite is its creature. "37 Anderson concludes her study with tbis assenion:

the most signiticant hypothesis to be drawn from this study is the signiticance of the
existence of the bureaucratie state in creating rather than simply reflecting social
structures. As they developed, the states of North Athca, and perhaps of the periphery ~s

a whole. enjoyed a greater measure of autonomy from domestic society than did their
European eounterparts and played a greater role in recasting that society. 3IJ

The crucial variable, then, is variation in the periphery on the eve of state tormation. From

there, the relations between economic elites and the state is cast. Private sector associations

comprise a pan of that creation and color future patterns of lobbying.

State cooptioll techlliques

Elilist state argunlcnts locus more closely on contemporary state actions aimed directly at

social associations such as. cooptation, buying oft: suppression, and the like. How astate coopts,

not only economic elites but actual soeial associations, may account tor lobbying outcomes once

the econonlic crunch cames. lt is wonh a closer look.

Much of the legal terrain between social associations and the developing world state is

composed of various cooptation and suppression mechanisms. Licensing. funding. and

composition of associations is often controlled by individual state ministries. Thus, when a period

of state weakness arrives, these legal webs may be impol1ant in determining how effective that

l7 Anderson, Thl! Siall! '"ld So,'iaJ 1;'ulIs/urn,alioll, p.273.

li Ibid, p.279.
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organization can be. Conversely, these binds may have already worked to weaken a system of

associations beyond repair, forcing the creation of new guidelines or associations.3~ The variables

ta isolate, then, are the IegaJ mechanisms states use to control social associations. The

assumption is they may vary.

Sorne policies can simply be short-sighted, faulty, or weak. Just because state elites may

be autonomous by sorne definition does not mean they exercise keener political judgemenl.

Developing world states ofgreat strength are replete with misconceived policies. Conversely, it is

olten the case that legal constraints may be quite effective in reducing associational capabilities.

The point is tltat diftèrences in cooptation strategies aimed both at econonùc dites and their

associations may account tor ditlèring lobbying success in the end.

A variant of this idea takes up not cooptation mechanisrns p~r !)~ but m~chanisms of

access astate allows.

CoOpt~tiOIl by politic~l particip~tion

When developing states create avenues of political participation, often it is assumed that

theyare meant as a type of cooptation, or a type of survival strategy.-IO This is the steam valve

39 This was essentiaJly the case of the Egyptian Businessman's Association. Faced with a
fully state-controlled and institutionally weak system of chambers ofcommerce, the Egyptian
state and sorne economic elites sought ta construct a wholly new organization instead of
reforming the old one. Therefore, in the mid-1980s the Egyptian Businessman's Association was
created outside ofcorporatist networks to revive private seetor involvement. Interview with
Hamdi Tabba, President of the Jordanian Businessman's Association, Amman, 1995; and
Springborg "The Arab Bourgeoisie."

.&0 For example see: Daniel Brumberg, ~~Authoritarian Legacies and Reform Strategies in
the Arab World," in Po/itiea/ Liberalizatioll & Democratizalioll in the Arab. ~Yor/d VO/lime J,
Theorelic:a/ Perspecti"e~;, edited by Rex Brynen, Baghat Korany & Paul Noble (Boulder: Lynne
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thesis. 5tate elites allow limited participation to quell demands or split the opposition, but it is not

meant as a first step toward full tledged participation. Whether genuine or calculated, these

avenues immediately impact the lobbying strategies and chances ofsocial associations. 5uch

moves are the quintessential state invitation to participate in the policymaking process, no matter

how that participation may be circumscribed. Differences in the type ofopenings and their degree

can structure the chances tor successful lobbying.

The tirst and most obvious form ofpanicipation is parliament. Elected parliaments allow

the broadest policy participation. ln the Arab World, experimentation with elected parliaments" .

has an uneven history. In Kuwait and Jordan, for instance, parliaments appeared in the early years

after independence, were later suspended, and are currently back in tarce. \Vhen 5uch parliaments

are in session, they are c1early used as venues tor debating and anlending policy. Observers of the

growth of civil society and democratization in the Arab World place great \\ eight on the presence

of parlianlent tor precisely this reason. However, while popular appeals can contribute to a

reinstatement of parliament, the powers and rules governing their operation are an exclusive state

prerogative. Beginning with electoral rules, the introduction of legislation, oversight powers, and

powers of suspension, the state can c1early set the pararneters ofwhat a parliament will look like

and what it can do. Theretbre, the way powers and rules differ may account for ditfering degrees

of lobbying success. A parliament less constrained may allow social associations greater chance~

to shape policy. Parliament, however, is not the ooly venue astate may create for panicipation.

Far more common than elected parliaments are ad hoc policy boards created by stale

officiais. Boards al various state ministries are created to regularize interaction between ministry

Rienner Publishers, t995).
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ofticials and concerned social groups:1l For example, a ministry ofagriculture may have policy

boards composed of state officiais and larger farmers~ an informat~on ministry may combine

newspaper publishers wilh ilS own officiais. Such boards are quite common throughout the

developing world. Positions on these boards may involve renumeration or they may be voluntary.

The point is that ministries and state officiais exercise a wide degree ofdiscretion in forming and

staffing such bodies. Variation in the legal standing ofthese boards, their powers, and their

histories may shape the opportunities for private sector lobbying success.

Variation in stale structures

The last state-centric argument is a corrective to the purely state-centric literature. A

spate of comparative work on state-society relations has tollowed Joel Migdal and athers' stress

on variation in state structures and variation in the power of social groups. -l.! The collective

emphasis is not to look al either state or society as monoliths but to exanùne the interaction of

segments of each.

Migdal argues that many developing world states are weak because the societies over

which they attenlpt rule are strong enough to resist the transformative impulses of the kind

Anderson highlights. At best, states exercise ""dispersed domination" ovec society. Social

~l In the United Kingdom, these are termed QUANGOs, quasi-autonomous national
government organizations.

~2 Joel Migdal, Sirong SOCÙ!IÎf!S alld Weak Slal(!~': Slale-SlXÎ~/y Rf!/aliolls alld Siaie
C"padlif!s ill Ihe Third World (Princeton: Princeton University Press, 1988); Siaie Power alld
Social Forces: Donûllalioll alld Trall~forn'aliollilllhe Third World, edited by Joel Migdal, Atul
Kohli and ViveMe Shue (New York: Cambridge University Press: 1994); and Michael BrauoR,
4·Beyond the State: Civil Society and Associational Life in Afiica," World Po/ilics 41, no.3
( 1989);
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associations in such a society are fragmented and separated from state power~ compounding the..

difticulty of state centralization projects.~3 ln trus account~ what is ofconcem is Migdal ~ s

conception of the state. States in the periphery are not taken as monoliths with indistinguishable

parts operating as a rational whole, as in Margaret Levi's conception. lnstead, the developing

world state~ much like its society, is often divided~ organizationally uneven, bereft of informatiôn,

and locked in struggle both with itself and social rivais. ~tigdal caUs for dissaggregating the state,

separating its pans, and rendering a kind of"anthropology of the state."~~ One must then

recognize conflict happens at many levels and in many degrees.

The success of lobbying may be driven by the particular structure and forol of the state

being tàced. Since the underlying assumption is that states in the developing world val)' in their

structure and torm, associations may face ditfering degrees of problems when lobbying. Different

types of ministries and policy boards may cali tor diflèrent lobbying strategies, sorne more

complex~ some simpler. The result couJd weIl account for contrasting lobby suceesses with

ditferent states.

Society Basell Argu",enls

Clearly, the concept of the state stands al the center of much theory, even when the point

.
is to render the state an intervening variable. DnJy society-based arguments can be accused

sometimes ofvirtually ignoring the state in considering politieal outcomes. Whether neo-Marxist

~l Joel Migdal, "The state in society: an approach to struggles for domination," in Stail!

Power and Social Forcf!s~ p.9.

~ Ihid~ p14-1S.
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or pluralist, their defense is straightforward: the state is the product of social forces. Pluralist

accounts share with Marxist accounts a tendency ta explain the state and its relations with social

actors from the perspective of societal and econonùc dynanùcs. Barrington Moore (and, after

him, Haim Gerber on the Middle East) constructed powerful arguments based solely on the

interplay ofeconomic change and conflict between social strata, wîthoul consid~ring the raie of

state developmenl itselfas a tàctor.·45 Behind these works, there are a number of disagreements

encompassing end-tights among Marxists,46 battles between pluralists and Marxists..n and

altempts ta broaden the debate. 4~ This study draws two principle arguments l'rom the literature .

that appear mast relevant to the cases: a position termed ··state derivationisf' and a more or less

straighttbrward pluralist position emphasizing contlict alnong societal groups.

The l\lanist view: business rUlis the state

For Marx, relations between state and society mirror relations bet"e~n specitic modes of

production. Arising out of class contlict. the stale is less an objec~ or actor and more like a cork

bobbing on a sea of social relations. The current of the dominat class push it along.

"SHaim Gerber, The So,:ia/ Origills ollh~ Jvlodf!rlllvliddJe Easi (Boulder: Lynne Rienner.
1987). .

46 One of the more famous is the Miliband-Poulantzas debates of the 1970s. Ralph
Miliband, Thl! Stail! alld CapilaJisl Society (New York: Basic Books, 1969)~ and Poulantzas,
Polilical Power, 1973.

-47 The various debates tàlling under dependency and modernization best capture one wing
of tbis historical debate.

-411 Antoni Gramsci, SI!/&!cliollsIro1ll Ihe Pri~o" NOIt!books (London: Lawrence and
Wishan, 1986).
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The State has become a separate entity, beside and outside civil society~ but is nothing
more than the form of organization which the bourgeois necessarily adopt both for internai
and external purposes, for the mutual guarantee of their propeny and interests.-I9

Consequently, not only does the state legitimize the dominate c1ass, but it acts to ensure the

interests ofcapital accumulation.

ln the face of capitalist states lhal appeared 10 act against the intereSls of capital, neo-

Marxists such as Poulantzas, Miliband, and Otfe'o developed imponant correctives to Marx' s

original themes. Sl Sometimes labelled hstate derivationinsts, lt these theorists took the lead of

l\Ilarx' s conception of the Iimited autonomy of the Bonapanist state. S! T0 act in the interests of

capital, the state must sometimes ignore individual daims by capitalists and act with "relative

autonomy" in the interests of the larger class. Taxation, welfare provisions, and industrial policies

superticially appear to go against dominate c1ass interests, in reality, such actions serve to

legitimize the state' s raie and he1p ameliorate class conflict that could injure capital interests. The

occasional distancing of itself l'rom a direct relationship with the capitalist class, then, is required

of the state to maintain capital's dominate position. S3

State relations with social associations, especially business associations, would seem to tit

-&9 Karl Marx, 711#! Germ"" Id#!%gy. P"rI J, tram Th#! MQJA-Eugles Reeluer ~f!cOJld

f..èJiliulI, edited by Robert C. Tucker (New York: W.W. Nonon & Company, 1978), p.187.

su Claus Offe, ··Political authority and class structure: an analysis of laie capitalist
societies,n llll#!rllatiolla/ JUllrll"/ ofSoc:i%gy, 2 ( 1972).

SI Bob Jessop, Thl! CapitCllisl Siall! (Oxford: Martin Robet:tson, 1982).

S2 Mann discusses this extensively in, Sources ofSocial Pow#!r Il, chapter 9.

SJ Margaret Levi, OfRille and Re~'f!lIlle (Berkeley: University ofCalifornia Press, 1988),
pp. 186-188.
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into this logie. Viewed through this lens, business associations~ as representatives of the domin"t

class, are not aetually lobbying a neutral agent in the state, rather they are communicating the

interests of the dominate c1ass to political officiaIs. Thus, patterns of lobbying success are actually

periods of close alliance (Iittle state autonomy) between capital and the state, whereas patterns·of

unsuccessfuJ lobbying are actually periods of relative autonomy.

Tite pluralist view: competition anlong associations

Though pluralists privilege sodetal tbrces in their analysis, they viev. nlore contlict and

change in society than the typical Marxist. The position of the dominate c1ass "is a vi~' the state is

not preordained. Internai contlict may doom capital's control of the state. This assumption tits

weil with an empirical tàct in the developing world. EspeciaJly in contrast [0 labour organization,

the number of business associations in larger developing world countnes are generally much

higher.s~

Ta explain this, Claus Ollè argues that individual businesses, possessing greater resources,

operate on a simple costlbenetit calculation of which private sector organization to jaïn. They can

theretbre joïn severaJ organizations at once, each providing a ditTerent perceived benetit over

time. ss With labour, by contrast, membership is exclusive (i.e., one cannot join multiple

bargaining units). Theretbre, labour tends to support ooly one organization. This logic suggests

that the number of business1s associations and their inter-associational relations are key variable5 .

s.. Mick Moore and Ladi Hamalai, hEconomic Liberalization, Poiiticai Pluralism and
Business Associations in Developing Countnes," Wor/J Df!vf!/opmelll, 21, 12 (1993).

S5 Claus OtTe, Disorg""i:ecJ Capila/isnl: COlllemporary Trall~forn'aliolls of Work and
Polilic:s (Cambridge: PolitYPress, 1985).
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ta lobbying success. In Nigeria, tor instance, the number ofbusiness associations is rather bigh

and memberships overlap. There is a great deal of resulting inter-associational conflict.

Competition for access to state decision makers is keen and zero-sum in many instances. Sb In this

case, an association's lobbying success is dependent to a great extent upon the fate of competition

with other associations, whether business, labour, or other. S7 Thus, one basic condition for

successful engagement may be the character and presence of rival associations.

2. THE RlVALS

Overstating the ~Ia,x;st pusitiun

The state derivalionisl position asserts lhat patterns of lobbying success result l'rom

periods of varying stale autonomy from capital. This variance is needed to secure legitimacy and

address subordinate class challenges to capilal's dominate position. Consequently, one may argue

lhat state-business relations in Jordan and Kuwait are a kind of "potemkin village" masking an

underlying logic of mutual dependence. Two points show tbis position to be inadequate.

First. there are empirical problems. ln contrasl to the capitalist democracies of the West,

exogenous revenue in Kuwait and Jordan made state dependence upon the capitalist class

unnecessary. After political independence through the 1970s, these states did not depend on

weahh created by the private sector. Instead, political coalitions supponing the monarchies in

each country have shawn a bias toward tribal concems and balances. Hence, the cases do not

56 Moore and Hamalai, "'Economie Liheralization," p.1904.

S7 William Coleman & Wyn Grant, ~'The organizational cohesion and political access of
business: a study ofcomprehensive associations," Europeall JOIl,,,al ofPolilical Rf!sf!arc:h, 16
(19889), p.472-473.
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exhibit much evidence in support of the state derivationisl argument.

Second, neo·Marxist theories of the state fail to account for how state policy is actually

made. As Levi argues:

Despite the policy emphasis of this literature, relatively few Marxists have investigated the
ways in which capitalists express their demands to the state. Nor have many explored the
mechanisms for executive coordination ofcapitalist interests and cooption of unrest. SI

Therefore, an excessive society-based explanation misses much. In tbis study. by tocusing on a

lead representalive of the capitalist class. the business association, the interactions of business and

stale can be more c1early studied. As weil, research al this level can more easily determine when

state-business association interaction is rcally contlictual or simple collusion.

Pluru/isIII: t1suc:ù"Îullul cO'"peIÎtÎolJ Îs ,·u"'puruble

A tocus on the presence and strength of rivaIs in a society may explain sorne patterns of.

lobbying success. Connict between associations Of poor associational coordination can doom

eftèctive access to state decision makers However. difièrences in the level of associational

competition in the cases at hand are negligible. and where ditferences do OCCUf, the thesis

accounts tor this more convincingly.

First, the KCC1and the Ace were anlong the first organized associations in each country.

Neither tàced a strong labour rival. In the liberalization of the 1980s and 19905, both struggled

with similar opposition in parliament. Research shows that lslamic and tribally based groups in

each country posed very similar resistance to the goals ofeach Chamber. Actually, when

comparing finance and organization, the strength of lslamic groups in Kuwait was far more

SI Levi, OfRt!'-'f!lIl1e and Rille, p.l90.
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robust. S9 Furthermore, policy debate in Kuwait has been highly contested due ta an established

tradition of vocal opposition and an independent press. Policy debate in liberalizing Jordan has

cenainly not been anemic, but it is comparatively more tame. Yet despite trus, the KeCI has .'

prevailed to a greater extent than the ACC.

Second, where a signiticant difference in associational competition does appear, is in the

presence of rival business associations. This sludy shows that in Kuwait, rival business

associations have been marginalized. The Chamber is named the Kuwait Chamber ofCammerce

and Industry preeisely because a rival eharnber of industry was not allawed ta lorm. ln the 1990s,

a union of industrialists was formed, but they were eftèctively marginalized by the KCCI. SmaUer

seetoraI associations tor specitic economic activities (food stuffs t for example) exist but they

compete among themselves to draw closer to the KCCI. By contrast, two imponant associationaJ

rivais have developed in Jordan t the Amman Chamber of Industry (ACt) and the Jordanian

8usinessman t s Association OSA). Their presence and competition for state access has helped to

weaken ACe lobbying during the 19805 and 1990s. However, as the evidence will show, the

developnlent of these rival associations was an ~Jft!ct of the variables 1highlight. The presence

and strength of rival business associations was itself due to the weaknesses in the ACC, rather

than a cause ofthem.

Panerns 0/S'Ille[orlllation ure co,,,pa,uble

The tirst state-centric argument presented earlier asserted that the process of state

Sil This is ironie because tbrmal political panies were outlawed in Kuwait, while in Jordan
they were legalized.
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formation is integral to the structunng ofpolitics in the late-Iate-developers of the Arab World.

The background ofstate formation and a state's insertion into the international system can propel

the state in diffèrent ways above social competitors.

In the case ofJordan and Kuwait, however, there were few important differences in the

colonial administration. Unlike Anderson's cases (Libya and Tunisia), Jordan and Kuwait were

bath under British control in raughly the same period. Colonial policies encouraged the

expansion of merchant trade. There was no policy to create new economic elites ta divide native

palitical authority. ~1oreover. British politicians rarely intervened directly in merchant-ruler

relations.

Second, the process and timing of state formation did not exhibit tàctors that would

account tor ditlèrences in case outcomes. Political independence in each state took place right on

the heels of siluilar and imponant changes in the macro-relations betv-een merchants elites and

rulers. ln Kuwait, state tormation and independence took place shonly after the signiticant

exploitation of oil. The process of state formation then v-as intimately tied to the transfer of the

oil wealth to the merchanls in relurn tor their political acquiescence. ln Jordan, independence and

state formation also took place al a time when external rents to the nascent state comprised the

maj0 rity of ils revenues. Theretore, a similar profits-for-no-political-involvement deal occurred

between merchanl elite and ruler in Jordan.

To be thorough, however. two caveats are necessary. First, as Crystal describes,

nlerchant elites (the future tbunders of the KCCI) were politically active in Kuwait; indeed, they

were the loyal opposition to al Sabah rule. ln the 1930s, they spearheaded the ~lajlis movement,
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the organized dernand for an elected parliament in Kuwait.60 By contrast, Jordan's merchants

were nat as politically active. The elite, panicularly the leadership of the ACC in the 1940s, were.

tightly organized and successful in inf1uencing sorne pre-state econamic policies. Moreover, there

is evidence to suggest that the founding of the KCCI was in part a politicaJ act rneant to

institutionaJize merchant opposition elernents. The founding of the ACe sorne forty years earlier

did not share the:: same founding logic. The political background and tlavour ofeach association is

therefore an important ditference between my cases. This would aftèct lobbying success because

as a not-so-coven member of the traditional political opposition, lobbying by the KeCI would be

deah with ditlèrently than in the case of Jordan. The thesis accou~ts toc trus aspect with the

tàl10wing lagic: The key aspect tor the KCel (and the ACC) is the presence of thase elite, qua-

opposition, merchants on the board of the KeCl. While their political tlavour may explain sorne

lobbying success, it does not explain their ability to maintain control of the association, the

association' s coherence, or the defeat of rivais. The variables specitied in the thesis do, hawever,

explain trus inlportant element of elite control and coherence.

Second, Jacqueline lsmael's work on Kuwait reveals that state tormation there involve~ a

unique consistent effort by the al Sabahs to bring the leadership of the Keel into government

service.61 A technique ofstate coalition building, recruiting rnerchant elites to lead government

ministries did not occur to the same extent in Jordan. Governrnent service can obviously enhance

60 CrystaJ, Oi! and Polilù:~, pp. 47-55.

61 Jacqueline S. Ismael, Kuwait: Social Change ill Histori"al P~r~pf!ctivf! (Syracuse:
Syracuse University Press, 1982), pp.83-87. This pattern continued weil after independence. See
Abdul-Reda Assiri and Kamal AJ-Monouti, ~~Kuwait's Political Elite: The Cabinet," Middle East
JOllrnal, 42 (Winter 1988).
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future lobbying strategies. Research in Kuwait, however, shows that this government service was

not as even and widespread as tirst assumed, especially regarding the posts held (specifically the

important Ministry ofCommerce and Industry) and movement directly from the KeCI ta

gavernment. Nevenheless, government service as a tool of state development did play a role, but

the point, again, is that it is elite control, coherence, and ability to thwan challengers that gave the

KCCI ilS lobbying strength. Indeed, posts were given to KeCI allies and leaders because

governmem ofticials viewed lheir institutional base as secure and useful.

Stlile ctJtJptat;on ;~ ctJ",p"rable

The second state-centric position discussed earHer argues that ditlèrences in cooption

strategies aimed at economic dites and their associations may account tor variations in lobbying

success. In the Jordanian and Kuwaiti cases, hO\Never, there was signiticam similarity in the way

each state has utilized cooptation techniques.

First, each state used virtually similar techniques to coopt ponions of the merchant

conullunity. Boistered by rents, each state had the resaurces sho~ly after independence ta

purchase land in Anmlan and Kuwait City and then sell these assets below market priees ta select

ecanamic elites. As a result, in the 1970s when land priees jumped in bath countries, these

merchants becarne extremely wealthy a1most overnight. Similarly in the 1960s and 1970s, bath

states invested in or completely purchased previously private companies (national airlines, for

instance) controlled by merchant elites. This strateb'Y increased the wealth of sorne merchants by

increasing their share priees. Cansequently, real estate markets and shareholding comparues in~

Kuwait and Jordan were imponant mediums through wlùch cooptation took place.
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Second, ad hoc access to state decision making state legaI relationships with each

Chamber exhibited similar cooptation patterns. After independence, both Chambers were legally

registered and recognized by the state. The Chambers' representatives sat on similar govemment

policy boards in the principal economic ministries: the Ministry ofCommerce and lndustry, and

the Ministry ofFinance. Other temporary policy boards witbin the Prime Minister' s cabinet aIso

traditionally had Chamber representation. Such venues were expressive ofboth countries'

traditional commitment to a degree of free enterpnse in their economies. ln neither case,

however, was the state legally obligated to provide (bis access. Consequently, these boards were

constructed tor policy consultation, not lobbying.

Semi-corporatist ties, then, were quite sinùlar, but it was the exploitation ofthese venues

that proved the crucial ditlèrence.

Ptlne'n~ ofpu/iticlI/ Pt,rt;c;pt't;on tITe t,/~o C(),,,purtlble

The presence ofavenues of political panicipation immediately impacts the lobbying

strategies and chances of social associations. Ditlèrences in the type of institutions and their

degree can structure the chances tor successfullobbying. However, just as with similar

cooptation techniques, avenues of political participation in Kuwait and Jordan have also been

similar.

Elected parliaments have been a feature of each country's politicallitè. Bath countnes

experinlented with elected parliaments shortly after independence (the lv/aj/is movement in

Kuwait occurred prior to independence), and saw them suspended in the 19705 and recalled in the

19805. Parliament was active in Jordan beginning with the 1952 Constitution. The last election
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was held in 1967, and parliament was suspended in 1974. ln Kuwait, the tirst elections were held
'. 1

in 1963, and parliament was suspended in 1976. The Jordanian monarchy appointed a National,

Consultative Council in 1978. Members of the old parliament (which included pre-1967 West

Bank representatives) were recalled in 1984, and in 1989 new eleetions were held. ln 1981, the

Emir of Kuwait recalled parliament; in 1986 it was suspended, and then reca1led in 1992.

ln addition to sinùlar time lines, both parliaments were essentially consultative institutions

with very circumscribed legislative powers. Electoral rules, legislation submission, and final

approva1 oflegislation was within the purview of the Prime Minister and the monarchy.

Diftèrences in the legal purview and status of parliament were not tàctors accounting for

ditferences.

Both states used these powers ta shape and reshape political coalitions. Gerrymandering

and quasi-support of riva1 political groups (tribal and religious in each case) resulted in similar

changes in the parliaments. Parliaments in the 1960s and early 1970s did have Chamber

leadership representation, though in the case of Kuwait that representation was more robust.

Jordan's appointed National Consultative Council had signiticant Chamber representation. By the

1980s, Kuwaiti merchant political representation (specitically, KCCI executive board members)

declined as tribal and (slamic groups gained. From the mid-1980s in the 19905, no executive

board members from either Chamber were elected. What small rncrchant representation and

intluence has been present, has often sided against Islamic/tribal positions, generating similar

problems in parliamentary lobbying. Consequently, the most important venue ofpopular political.

participation in each country exhibited similar opponunities and constraints for each association.
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Stute structures are nut significantly different

The tinal state-centric argument focuses on ditlèrences in state structures that impact

lobbying strategies and success. The problem with trus position, however, is lhat Kuwait and

Jordan exhibited very similar state structures with which each Chamber dealt.

Principallobbying targets have been the Prime Minister's Q.ffice, the Ministry of lndustry

and Commerce, and the monarchy. ~linistry structur~s in ~ach slate have b~~n quite similar over

time~ finance and industry/commerce were historically the most important for business interests..

Once the fiscal crunch overwhelmed each country, conflicts within and bet\,,'een ministries over

economic policy were evident. Initial policy directions were tenuous, and bath business

associations witnessed anlple opportunities to exploit state indecision. However, only the KCCI

etfectively leveraged the openings. To make sense ofthis ditference, other variables need to be

addressed.

TI,e proble",s (,,,(1 tl,e uses ofrelltier ll,eor)': will" IUlppetis lifter relit?

Of the riva! argunlents, rentier theory proves the most useful. At the core of this thesis is

an eftcrt to show how exogenous finances shape a domestic social institution, and how that

institution responds 10 opportunities once those finances decline. In describing what rents do to

states and their societies, the theory has had sorne success. Terry Lynn Karl shows that even

states separated by time and distance (Spain, Iran, Nigeria, Algeria, and Indonesia) reacted in

broadly similar ways toward social groups during their rent booms.62 The problem arises when

62 Terry Lynn Karl. 111f! ParaJox ofPIf!lIty: Qil Booms alld Pf!lra-Slates, (Berkeley:
University ofCalifornia Press, 1997).
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rems decline. What happens after rents? Do social associations or classes, the private sector in

this case, reassert themselves in response to weakened state autonomy? Even among states that

are not pure rentiers--say, states with substantial foreign aid revenues of which there are nlany in

the developing world--this is a salient question. Jordan and Kuwait encompass characteristics of'

bath, and this study examines each under extreme rentier conditions, and observes the decline to

the point where in the case of Jordan it moves in the direction of ceasing ta be a rentier state and

to the point in Kuwait where rents remain but not in their previous volume. ln doing 50, recent

debates about post-rentier poli tics and what is expected are engaged.

On one side, Anderson, Brynen, and luciani hold that sorne expectation is justitied that, as

rents decline, liberalizationldemocratization becomes more likely, though not autornatic. On the

other side, Waterbury has crilicized this expectation, noting that there is not "much evidence that

taxation has evoked demands that governments [in the ~tiddle East] account for their use of tax

manies." He calls instead tor a l'ocus on the type of tax prevalent (indirect versus direct) and on

other "intermediate variables" that play between taxation and accountability.()j Sa, where does

one look ta access the future of the private sector's leading associations in [his context?

Rent does play a raie. But Anderson, 111 al tocus too broadly, and Waterbury does not

look close enough. Demands tor representalion need not entail throwing the tea into the port Qf

Aqaba. Change is often more subtle and not intended by state authorities to grant greater

representation. By focusing anaJysis on weU-defined associations, a good window on these other

dynamics and struggJes linked to demands for accountability can be provided. 50, on several key

points derived lessons from rentier theOl"y and its revisions creates the foundations of the thesis.

63 John Waterbury~ ""Democracy without Democrats," pp.29-30.
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Rentier lheory works while rents are high

The tblIowing steps demonstrate where rentier theory takes us and where it leaves off:

1. During periods ofhigh rents relations between the chambers and their states followed t!Je
expectations of rentier theOl-Y. Extemal rents increase state autonomy and capacity. For
social groups, and business associations specifically, this means that as state autonomy
increases their lobbying success should decrease. As a glimpse into the high-rent years of
my cases, this statement is correct. The impasse arose during the period ofdeclining rents
(1980s and 1990s). When rents declioed, state autonomy decreased. The point, rather, is
how this vulnerability was leveraged by the Chambers. They did oot achieve the same
leverage or success. Something more than just rent decline was at play.

ii. A focus on diftèrences in rent type and lever is useful in my cases. Their imponance lies in
the kind ofeconomy that results, specifically the economic sectors that develop. Sectoral
contours shape divisions within the business comnlunity and its eHtes, and these divisions
are imponant for each Chamber's make-up. This comprises the tirst independent variable:

lll. Funher revisions to rentier theory stressing the construction of semi-corporatist links
during high rent and then their use in the bust period are useful. Kuwait and Jordan show
however, that opponunity structures (avenues of policy panicipation and semi-corporatist
links) alone cannot account for outcomes. From this point, the intervening variables
(membership scope and vating criterion) are developed. They are crucial in translating
broad scctoral divisions inta lobbying success or failure for the Chambers~ mareaver, they
go sarne way in helping to answer: ·"what happens after rent?"

OpportullÎty structures after rent only go so far

Semi-corporalist links created during the boom years were the venues through which the

state distributed rewards and dealt punishment. When renls declined, those same links could be

used to reverse ties with the state and achieve renewed lobbying influence. This revision moves.. .

closer than the basic rentier position in looking al important intennediate factors, and the dynamjc

is present in both cases. Each Chamber did attempt in the 1980s and 1990s to reverse those links,

but only the KeC! succeeded. Therefore, semi-corporatist links are ooly pan of the story.

S6
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Whether those links are used successfully depends on the variables developed in the thesis.

But rent types are import~nt

Moving to another level is Chaudhry's argument about differences in the type of renl.

Differences in rent type binds business associations to the state differently in the boom period.

These contrasting links may explain outcomes when rents decline. Jordan and Kuwait did operate..
on contrasting forms ofrent in the boom periods. Jordan's level offoreign aid was not the same

as Kuwait' s ail revenues in terms of percentage ofgovernment revenue. tvloreover, Jordan' s

economy was tlooded with reminance incarne not present in Kuwait. Theretore, at tirst glance,

these cases appear to tit Chaudhry's framework. Are the same factors at Ytork then? No.

First, though rem types and their levels ditler, Jordan and Kuv.'ait nev~nheless operated

similarly as al10calive states. The weaght of the state as the locus of economic activity was great

in bath cases. ~leasures of economic control were similar, induding oUlrighl state ownership of

private corporations and majority shares to control executive boards. Second, while the type and

level of rem did not translate into vastly diffèrent state strategies, they did shape a different

economy. This as a tirst step toward the thesis. Different types and lower levels of rent

contributed to a more sectorally diverse economy than was the case in Kuwait. These contrasting

features had ripple effects on the composition of each Charnber, on their interests, on the interests

of the state, and finally, on the efficacy of lobbying. Chaudhry's analysis provides sorne insight

into cases, but it does not satist)t.
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Rent elTects 011 society set the stage for the thesis

lnsights from modemization theory's failure and rentier theory's explanation suggests that •
social associations are directly aftècted by rents. Where rents are high, the material bases for

cross-cutting collective action are weakened and social organizations are deprived of political

'..

leverage. Once these conditions are reversed, the expectation is that associations will eventually

fègain thèir pow.:r and lèvèrag~ against stal.: inl.:rèsts. On several points, howèver, tbis logic is

tlawed.

The specitic predictions of what associations should look like under high rent conditions

are not accurate in Jordan and Kuwait. As a general observation, it i5 (rue that social associations

(unions, cooperatives, guilds. and so on) in Kuwait and Jordan w~re very weakly organized or

sinlply controlled by the state in the 1960s and 19705. However, since rent conditions came into

play al virtually the same time as independence, il i5 difficult to tell whether rents were the sole

cause. Associational organizalion was weak in both states prior to independence. Still, this line

of thought i5 compelling: "Whc:re the intervention [of the high rent state in trus case] is

widespread, detailed, and discretionary, the incentives tor collective action are low."(H However,

with particular regard to the Chambers, there are problems with this position. By this logie,

merchant elites should have abandoned bath Chambers (but particularly in Kuwait) to pursue

individual contacts with political aUlhority to increase their personal wealth. This simply did not

take place in Kuwait. In Jordan, it happened gradually but was not due to exogenous pull
.

reasons, rather, il was more a consequence of endogenous pllsh factors. Merchant elites did

attempt to maintain leadership control and cohesion of the Chamber in times of high rent. True,

601 Doner and Schneider, "~Business Associations, Development, and Democracy," p.52.
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the need for collective action was lessened under high rent conditions~ and the evidence is clear

that merchant eliles did pursue individual contacts ta funher their interests. However~ it was not

correct that elite merchants in Jordan abandoned the Chamber for this reasan. The fault is that

this logic is too instrumental.

Charles Lindblom~ a noled pluralisl, argues aJong these lines by suggesling that since

businèSS ènjoys a privileged position in relation to the state veferring to the state derivationist

position), lhe need tor political and organizational representation is subdued.os This is a strong

hypothesis. However, traditianal merchant elites in Jordan continued to desire the leadership of

the Chamber through the 1960s, 1970s, and into the 19805 and 1990s. Their reasons were not .

purely instrumental, but penained to prestige. Leading merchant elites cenainly did not require

Chamber leadership to enhance their own pt!r!;vll'lllobbying. But in a situation of high rent, when

~conomic activity is geared to the state, accomplishment in the private sector is tàr less a sign of

recognition in society, Business eliles pursued such recognition through the l'ree elections of the

Chamber. The thesis, then, shows that, despite this desire. dite cohesion gradually declined in the

ACC through the 1970s and 19805. Elites were torced out rather than pulled ouI. ~lember5hip

divisions combined with organizational weaknesses to make eHte f!laintenance of the Chanlber

more difficult. Elections becanle rughly contested and eHte cohesion more complicated. As much

as an accomplislunent it was to be elected to the Chamber~ it was an equal embarrassnlent to lose.

Another flaw is that tbis position assumes basically that nothing happens ofnote in a

65 Charles E. Lindblom, Po/iti,·~· ""U AtIClrkels: The World's Po/itic!lI-Ec:ollonlic Systems
(New York: Basic Books, (977). "
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rentier society under high rent conditions. Things begin to happen ooly after reots. This was

simply not the case in Jordan and Kuwait. The thesis asserts, and what the evidence shows is,

that changes of mosl importance to the future lobbying success of these Chambers happened

precisely in the years of high rents. Secloral ditTerentiation look place and organizational rules

changed. It is these variables that were the most important and a focus ooly upon the bust period
'..

would ITÙSS them.

3. THE THESIS: SECTORS AND ORGANIZATION

Il is hoped that at this point the oullines of the thesis are c1ear. Three variables, one

indept:ndent and two intervening. account tor the KCCl's renewed intluence and the weakness of

the ACe in the 1990s. This section discusses each of the variables, and their theoretical lineage.

touching on the empiricalleads in each case.

The thesis proceeds through the following steps:

l. Sustained elite cohesion and control of the Chamber is the most proximate tàctor
determining lobbying success. When successful, high profile businessmen represent the
Chanlber, favourable state perceptions of the Chamber and its policies result.
Advantageous orgaruzational features and capabilities strengthening lobbying also flow
trom sustained eHte control. When state vulnerability increases, payoffs from sustained .
cohesion can be seen in patterns of lobbying success~ conversely, when that cohesion has
weakened and elite control is uneven, lobbying successes even against the weakened state
are limited or highly contingent. Elite cohesion, however, depends on other factors.

11. SectoraJ ditferentiation in the economy determines the character of a business community.
ln the rentier economy, it is the type and degree of rents during the boom that shape
sectoral makeup. The divisions and confliets within the business community are present in
the rank and file of the Chamber, and it is the expression ofthose divisions that affect the
degree ofelite control. Those etrects, however, are either enhanced or managed by
organizational variables.

Ill. Two organizational variables, (1) membership qualifications and (2) voting rules, most
directly affect degrees ofeHte control. When membership is obligatory or expansive and
voting cules similarly inclusive, elite control is more easily ~ha1lenged at eleetions. This
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damages leadership cohesion over time. Between electionsy if eHtes are tied too strongly
to the rank and filey their autonomy is weakened and their lobbying leverage impaired.
Over time, such elections result in different leadership types and skills.

Secturs ,"ake a difference

Every association or organization must deal with divisions anlong the rank and file if it is

to function coherently. Business associations represent the business commuruty, and logically .he

divisions and conflicts present in that community are what the associations must manage if

lobbying is to be successful. What determines those divisions, in the most basic sense, is the

sectoral make up of the domestic economy. Sectoral attributes comprise th~ primary independent

variable torming the constraints and 0ppol1unities on business association lobbying.

PoliticaJ scientists working on business associations (primarily among the developed

democracies) have long recognized that nlacro-economic variables ··structure·up" business

associations, that is, there is some retlection of the contour of the domestic economy in the type

and distribution of business associations. CIO By and large, however, the tendency is to ascribe more

explanatory weight 10 such things as a panicular association's position within policy networks or

horizontal linkages with other associations. In the less pronounced corporatist environment (in

conlparison with its more formai and entrenched version in Europe) of the developing world,

sectoraJ variables should be given more weight. Policy networks are not as cobust and developed;

rather, theyare clientalistic and institutionally weak (when compat~d with, say, the large number

66 Stephen BeU, UBetween Market and State: The Role of Australian Business
Associations in Public Policy," Comparative Po/ities (October (995); see also David Vogel,
F/ueillalillg Fortulles: The Po/ilica/ Power ofBusiness in America (New York: Basic Books,
1995)~ and William D. Coleman, Business alld Po/ilies: A Stlldy ofCol/ecli\'e AClioll (Montreal:.
McGiIl-Queens University Press, 1995).
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of institutions involved in policy networks in North America and Europe). lvloreover, with the

exception oflarger developing states (Turkey, India, and Brazil, for example), business

associations are nol as numerous or wed into mature horizontal alliances wruch would greatly

atlèct their lobbying capacities. Therefore, sectaral attribules set the stage nat only for an

association's lobbying capacity but for the attitudes state elites will have at times toward panicular

associations.

Michael Shatèr in his book, ~Vi"IIt!"s alld LO.l'ers: HoU' St!c/vrs Shapt! Ihe! Devt!/oplllc!II/a/

Prospt!clS ofS/Ule!S, develops an argument about sectors and a state's ability ta launch econonù~

restructuring that is useful. He contends that the attributes of the leading sectors, and how they

are tied to the international economy, detennine how difficult it will be tor astate to restructure

ilS economy~ becausc, as he puts il, sectars shape social opposition and ··r~sult in distinct patterns

of state institutional capabilities and of interest groups with sectorally determined interests and.

collective action capabilities."o7 Since lhis study's tocus reverses the traditional emphasis on state

capability, looking at Shatèr's thesis feom another angle might provide insight. First, it is

necessary to lay out what is meant by sectors and what the important sectoral tèatures are exactly

in each case~ second, the link between renls and scctoral makeup is explored~ and third, how

sectoraJ ditlèrences impact business associations is introduced.

Whal are seclon?

67Michael O. Shafer, H'illll~"S and L()~·t!rs: HoU' S~c:I()rS Shap~ Ih~ Dt!\l~/()pn't!lIla/

Pr()sp~c:I.s ofSla/~s (lthaca: Comell University Press, 1994), p. 2·3.
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Shafer defines sector as "a type ofeconomic activity (mining, industrial, plantation crop

production, peasant cash crop production, or light manufacturing) that constitutes an enduring,

coherent whole defined by a distinctive combination offour variables--capital intensity, economies

of scale, production flexibility, and asset/factor flexibility. n61 He uses this detinition to construct

two ideal type political economies: low/low and highlhigh. High/high types exhibit high capital" 1

intensity, high economies of scale, high production intlexibility and high assetltàctor intlexibility:

while low/low exhibit the opposite. Shatèr argues that low/low political economies have higher

degrees of flexibility and hencè are able to restructure better (in the tàc~ of int~rnationalshifts)

than inflexible highlhigh types. He then develops several daims regarding exactly how sectoral

Olakeup translates into policy tlexibility or intlexibility. The imponance tor this thesis cornes with

Shafer's proposition about societal actors' capability tor collective action within each ideal type.

Since highlhigh sectors are "compos~d ofa tè\\; big tirms run by sophisticaled. well-connected

protèssionals who are likely to be practiced al collusion," collective action is made easier. By

contrast, lo~/low sectors "comprise a huge number oftiny, geographically dispersed, mutually

competitive tirms managed by isolated small business people," so collective action is difficult.69
.

Shatèr's logic is compelling, but his thesis is directed at the description and classification of the

entire economy ofa state (public and private), whereas the concem ofthis study lies with the

private sector and ilS representatives. Sa, what do sectors mean in Jordan and Kuwait?

Shafer' s definition of sectors is acceptable for Jordan and Kuwait except il needs to be

61 Shatèr, JYillllf!rS and Losf!rs, p.l o. "Production flexibility is the ability to meet shan·
term market shifts by varying output levels or product mix. Assetlfactor tlexibility refers to the
sector·specificity offacilities, supponing infrastructure, and workforce skills,"

69 Ibid, p.14.
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applied just to non-governmental economic activity. Ifwe consider the total organized economy,

neither Jordan nor Kuwait equate ta his ideal types. Taking both public and private tagether, the

econamies of Jardan and Kuwait fit doser to the highlhigh side of the topolagy. The largest

econamic concerns in both countries are state-owned single product, raw material enterprises. 7U

But ifwe turn to purely private concems, the differences become apparent. Two characteristicl

of the private sector in both countnes are of comparative imponance: distinctions between the

commerce and industry sectors and distinctions between big and small business. Even among the

developed democracies of Europe, cleavages of these types are recognized as anaJytically
.

signiticant.'l For this study, the commerce sector is detined as encompassing wholesale and retail

trade, construction, transportation, and tinance. Sometimes this sector is referred to as services.

Industry cases is detined as manutàcturing, medium range and tinished goods. The difliculty in .

comparing private sectar manutàcturing in Kuwait and Jordan is that statistics aften group public

concerns (mining in Jordan and petroleum retining in Kuwait) with purely private sector tirms.

The result is a higher prame tor industf)' than is actual1y the case. Care is then to be exercised ta

separate public tram private industry in statistics and their interpretatian. The second secloraJ

tèature ofbig versus smaU business is primarily confined to the comnlerce sector. The

comparative degree of diftèrence in the size of the smal1 business communities of Kuwait and

70 Oil extraction and related industries in Kuwait--the Kuwait Oil Company (KOC),
Petrochemicals Industries Company, and the Kuwait Oil Tanker Company (KOTC), for example-­
and minerai extraction in Jordan--Phosphate and Potash mining.

71 William Coleman and Wyn Grant, ··The organizational cohesion and political access of .
business: a study ofcomprehensive associations," EuropeallJollrllal ofPolilical Research 16
(1988), p.468; and Wyn Grant and W. Streek, ULarge firms and the representation ofbusiness
interests in the UK and West German construction industry," in Orgalli:ed Illterests alld the
Siale: Siudies ill k/e!J'a.Corporalism, edited by Allan Cawson (London: Sage, 1985).
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Jordan is not the orny important tèature, but, as the study will discuss, so is the diftèrent type of

relationship between big and small in each case.

Comparatively, the diftèrences for each feature can be stated in this way:

i. In the 1960s and 1970s Jordan and Kuwait experienced significant economic growth. lt
was in this period that a nascent industrial sector took root in Jordan. This never really
occurred in Kuwait. By the 1980s, small and medium-sized private expon industries
evolved in Jordan. Though Jordan did not industrialize in the classic sense (or ta the
extent larger developing states such ,as India or Turkey did) a distinct private industrial
sector with distinct interests did develop. By contrast, Kuwait' s private sector remained
overwhelmingly homogenous (cancentrated in commerce) and, as such. the basis for
conflicting interests within the business community was more narrow.

Il. Within the commerce sectors of Jordan and Kuwait there were obvious distinctions
between larger merchants and smaller retail businessmen. The crucial difference here was
not specifically the comparative sizes but the different type of relationship between large
and small merchants in each case. This aspect will be discussed in the next section.

One caveat is warranted. Sectoral ditlèrences in each case \'tere not absolute. Specitically in

Jordan, many business elites wore both hats, running trading houses and cVlI'oing manufacturing

concerns. They impon and expon~ hence, these divisions are not meant as hard and tàst lines

throughout the business community. lnstead. these sectoral auributes are designed to identii}' a

base tor contlicting interests within the business community and ultimately within the Chambers.

There are several ways to measure the progression ofthese sectoral diftèrences. Most

symbolic was the existence of an industrial chamber in Jordan and its absence in Kuwait. The

Amman Chanlber oflndustry (ACI ) was founded in 1961 and currently has 7,500 members.

Analogous eftons in Kuwait to found an industrial chamber were thwaned by KCCI labbying

and, as a result, ooly an industrial union was established in the 1990s. 80th of these features
..

figure prominently in the following historical sections. Another window inta the iodustrylservice

sector diftèrence was the relative share each sector contributes to the Gross Domestic Product
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(GDP). Table 1 in the appendix shows that from 1960 to 1981, Jordan's commercial sector

averaged 35 percent of total GDP, comparable to Kuwait's 27 percent average. However, the

comparison diverges when industry is considered. In the same period, Jordan's private industrial

•
sector contributed an average of 12 percent GDP, whereas Kuwait's private industrial sector

accounts for one..third of that, al 4 percent.

'..

A second feature, not emphasized by Shater, is intra-sectoral. ln Jordan, a great majority

of the commerce sector is dominated by small retailers located in Amman. ln other words, of the

registered commercial entities in Jordan, by tàr the largest number are small businessmen.7! ln"

Kuwait as weIl, small retailers outnumber larger merchants. The imponant characteristic lies not

in the numbers but in the structure of relations between the large and small traders. Thal

relationship will be elaborated in the tbllowing section

But, to gain a better understanding ofhow sectors make their impact and how interests

intersect, it is necessary to tale a step back and reintroduce the imponance of rents.

RelAts and setton?

The level and type of rents shapes the two principle sectoral features described above.

The argument proceeds through the following stages:

1. ln each case, external financial nows created what economists in the 1970s termed ""the
Dutch Disease," econonùes marked by high consumption and low fixed investment. Oil
rents in the case ofKuwait impacted the domestic economy earlier and to a far greater
extent. Distribution ofail rents made Kuwaiti citizens among the richest in the world.
High purchasing power effectively eliminated any demand for domestically produced,
competitively priced medium range goods. lnstead, imp0C!ed Western goods dominated
the domestic market. State-led industrialization eirons were generally abandoned in the

n Indeed, Amman is known as AtJl!dilla A/ifal-DII'laall-the city of a thousand shops.
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late 1970s (outside petroleum refining)~ as businessmen avoided fixed investments and
maintained a bias toward trading and impon.

Foreign aid and remittances had a more graduai and less expansive etTect in Jordan.
Consumption in the 1970s was fuelled by remittance flows but it did not create the rugh­
end market present in Kuwait. A domestic market for medium range goods developed,
and thus the basis for domestic industry took place. Foreign aid distribution and
remittances made Jordanians richer but not to the extent that medium range competitively
priced domestic goods were ignored. Therefore, the presence of a moderate domestic
market for manufactured goods took root in Jordan. Consequently, rent type and degree
were important to the character of the private sector. Generally, the higher levels of direct
reot meant less internai articulation of the private sector.

Rent type also shaped the relationship between small and big business in each country.
Because oil impacted early and to a large degree in Kuwait, foreign imponed goods
dominated the retail sales market (the location ofmost small business) in Kuwait. Early
on, merchant eHtes secured near monopolistic agency rights to broker these imponed
goods iota the Kuwait market. This control made small business dependent upon the
larger merchants for product distribution. ln Jordan the monopoly ofagency rights was·
not as complete. In sorne cases, rival domestic goods became available. Small merchants
were not dependent upon larger merchants to the degree in Kuwait.

The details of the case studies will bear these propositions out. The important etlect of

•

rent in Jordan and Kuwait was not the development ofcontrasting links bet\\'cen the private

sector and the state but the impact on the business comnlunity itself Diftèrent levels of renl

shaped ditlerent types of markets in each country, one supponing medium ranged domestic

manutàcturing and the other making such a base unnecessary.

Two aspects highlight the connection between rems and p~vate sectoral development.

First, economists have long written about t~e adverse effects of rent incorne, the nDutch Disease.n

The argument pinpointed patterns ofexcessive investment in nontradeable sectors at the expense

of industry among mineral resource states. 73 Capital tended to remain Iiquid rather than fixed.

73 Terming it a Dutch disease was not really fair. Before the Netherlands weathered the
storm of its Nonh Sea oil bonanza, sixteenth century Spain had demonstrated similar patterns
from wealth it extracted from the New World. For more recent economic literature on the
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Thomas Stauffer in an imponant article on rentier economies dissects an imponant aspect of the

Dutch Disease by noting the difference between '·growth" and ~'expansion" in a rentier economy.

Figures on a rentier' s boom economy commonly tout dramatic domestic economic growth~ but

growth in this sense~ as Stautlèr explains, is composed of two parts: "pure expansion, retlecting

the consumption ofoil reserves, and a second pan which is the result ofinveSlment~ i.e. the

transformation of oil assets inta different assets which yield more enduring income. ni. This latter

'..
part is retèrred to as non-depletable incarne, and this is the more accurate rneasure of growth,

Assets yielding more ""enduring" incorne are often the fixed investnlents that private

industrialization at any level involve. Using Stauffer's method. the actual non-oil GDP in Kuwait

and the non-aid GDP in Jordan is calculated in Table 3 in the appendix. Thaugh normal

ealculations of Kuwait's GDP làr exceed Jordan's, anee the corrections are made. Jordan (with a

lower level of rents) aetually has enjoyed more real gro~1h and a greater d~gree of seeloral

articulation. Kuwait's non-oil GDP averages 38 percent of tata! GDP in the period 1970 to

1990, 7S wher~as Jordan's non-aid GDP averages 66 percent in the" same period. Clearly, a

disease, see: Harold Hotelling, "The Economies ofExhaustible Resources~" Juurnal ofPolitical .
Ecollolny, 36 (April 1931)~ Max Corden and 1. Peter Neary, '~Booming Sector and
Deindustrialization in a Small Open Economy," Economie JOl/rllal, 92 (1982)~ Sweder van
Wijnbergen, "'The Dutch Disease': A Disease After all?" Ecollomie Jour""I, 94 (1984).

7" Thomas Stauftèr, "The dynamics of petroleum dependency: growth in an ail rentier
state~ If FiJla''''e and /ndllslry, 2 (1981), p.8; for a more sophisticated treatment see~ ItAccounting
for 'Wasting Assets': Measurements of Income Dependency in Oil~Rentier States," The Journal of
Energy aJld Developmelll, 11~ 1 (1986); see also, "Income Measurement in Arab States," in Thê
Rentier Slate, edited by Hazem Beblawi and Giacomo Luciani (New York: Croom Helm, 1987).

7S The calculations for Kuwait in 1990 are exceptionally low. Beginning in the mid-1980s~

the Kuwaiti stale began using overseas investment returns 10 make up for ail revenue shortfalls as
weil as pay off massive debts from the crash ofSuq al Manakh.
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positive relationship exists between rent level and the level of non.~idloilGDP.

Second~ how rent distortions actually muted industrialization can be seen in the way

incentives for industrialization were altered under high rent conditions. ln Jordan and Kuwait, the...

same incentives for industrialization were not present. The Kuwaiti state was less in need of

establishing labour intensive industrial concerns to address employment needs because these were

met through massive expansion of the state. Expansion of the 5tate also took place in Jordan but

the continual addition of Palestinian refugees throughout its history meant state projects could not

possibly accommodate the numbers At ilS height, the public sector in Kuwait topped out at 95

percent of the empolyed Kuwaiti population~ whereas in Jordan the number remained around 50

percent. Cansequemly, the Kuwaiti state needed industrialization ta a lesser degree. ln addition,

massive oil rents created dift~rem types of consumer markets. The Jordanian boom of the 1970s

did result in a jump in living standards. For Kuwait, however, that jump \'fas much more

signiticant as it became one of the warld's richest countnes, as measured by per capita GNP (see

Table 2, appendix). The demandlneed for dornestically produced, competitively priced finished

goods was simply bypassed. Why buy the imitation when the real import l'rom Europe could be

atforded? This was precisely the situation the economic historian David Landes described in the

case of sixteenth century Spain~ rich with gold from the New World: '"the Spanish did not have to

make things anymore; they could buy them."76 Kuwaiti merchants quickly grasped this reality

and a large scale imponldistribution network was eSlablished to bring quality Western goods to

Kuwaiti consumers. Domestic industrialization held no appeal.

76 David S. Landes, Thl! Wealth and Poverty ofNatiolls: Wh)' SOllle Are Su Rich and
Some Sa Poor (New York: W.W. Nonon & Company, 1998), p.172.
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External resource flows not only created ditTerent types ofmarkets in each country, but .

they helped tàshion different linkages between small and large business. Numerically, small shop

owners outnumbered larger merchant concems in both Jordan and Kuwait. However. the

relationship between large and small was different in each case. Two aspects set them apart.

First. the import licenses tor most foreign consumer goods in Kuwait were held by a

smaller coterie of traditional merchants in Kuwait. When rents bit Kuwait, the leading merchants

in the KCCl monopolized import licenses tor most categories ofgoods. This monopoly became

centred on the board ofdirectors of the KCCl and remained throughout the 1970s, 19805, and

into the 1990s. Small retailers in Kuwait were then dependent upon the elite merchants for

product distribution and supply. Challenging lhese interests or block vOliny in Chamber electiol1s

by smaller traders, as was the case in Jordan, couId obviously threaten their own businesses.

Second, as noted previously, oil rents allowed the Kuwaiti state to enlploy vinually every Kuwaiti

citizen. The renlaining small slice of the private sector did not run ail of the small businesses in­

Kuwait. Though it is illegal to maintain a business if one works for the state. second and third

small businesses were quite conlmon for public sector employees. Ta circumvent the law, public

sector Kuwaitis registered their outside business in the name ofa son, daughter, or wife. One

intormal survey taken by the KCCI in 1988 (and another taken by the author in 1995) calculated

that of the 15,000 registered businesses in the Chamber, 2S to 30 percent were registered under a

fernale oame. lt is a fair guess that most of these registrations hid public sector employee

businesses. Ifone could calculate registrations on behalf of male family members then the total

could go higher. The point is that for tbis large block ofsmall businessmen, oven involvement in

Chamber polities was simply oot smart or useful.
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By contrast, the relationship between small and large merchants in Jordan was not as tight.

Agency licenses (while predominate arnong the large traditional merchant class) did not hold the

same market sway over srnall merchants. In part, dornestically produced goods diluted the irnport

monopoly, and second sorne imports came from other developing countries. There was diversity

in the import market as weil. Small shop owners then maintained a wider market choice than their

counterparts in Kuwait. Moreover, only recendy have civil servants begun to delve into private· .

business, and not at ail to the extent in Kuwait. Finally, the continued intlux of Palestinians into

srnall and medium businesses funher weakened the links between small and large merchants.

What links existt:d were prÎOlarily ascriptive~ for example, small merchants l'rom Nablus tt:nded ta

identii)' and do business with the larger merchants from Nablus. Theretore. in two imponant

aspects, dependence on larger merchants and state employment regulations. the status of the small

business community and its relations with big business were diftèrent in Jordan and Ku~ait.

Now that the kind of se,.;toral diftèrences have been establi.shed and their connection with

rent type outlined, of what imponance are these tàctors in considering business associations and

patterns of lobbying success? ..

~/e",benh;p;~ tl.e ~ectJnd ~tep

For a moment ifwe view the membership ofeach Chamber as a class, we would conclLKie

tron1 the above discussion that the capitalist class in Kuwait and Jordan is divided a10ng severa!

dimensions. ln Jordan, those divisions were sharper and provided a firmer base for conflicting

interests. Stopping al tbis point would not be enough, however. First, there is much agreement in
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the literature on interest associations that the character ofa membership need not be axiomatically

reflected in the organization itself.77 This may be because institutions or social assaciations take

on a life and autonomy of their awn. A leadership may achieve autonomy from the rank and file

and hence ignore conflicts or daims originating from the membership that could hamper pursuit of

long term goals. Second, stopping al the point of secloral diversity delivers little analytical

iluportanCè. Robert Vitalis has stressed tbis point by pointing out lhat ail classes exhibit c1eava~es

and divisions~ this is nothing novel with the business canununity.7K The logie of Vitalis' s assenion

is accepted, but the implicit position in this thesis is that one's (or a tirnl's) position within an

ecanomic structure does, ta a certain degree, determine interests. Il would be a mistake ta

assume that ail interests are determined in this way or that an ecanomic actar could nat act

oUlside this rational ca1culus. lnstead, 1 take this assumption to be roughly generalizable to the

extent that it is part of an economic agent's calculation in any given situation. Consequently, the'

tocus on sectaral divisions links to the development ofcontrasting interests \\ ithin the business

conmlunity. Left alone, this is still not enough ta account for the outcome of my cases. Other

studies ofbusiness associations in the devdoping world can be faulted with relying too much on

the sectoral interest argument and not going further ta explain how and why interest contlicts

77 Moore and Hamalai, ··Economic Liberalization, Political..Pluralism," p.1898~ and
Graham K. Wilson, Bllsilles~· und Polilics: A Conlparalivt! Introduclion (London: MacMillian
Press, 1985); Mancur Oison, The Rise alld Decline afNatiolls; and Terry M. Moe, The
Orgalli:alioll ofIIItereSls: Illct!IIIi\!es and Ihe Internai DYllamics ofPolilical /lIleresls Groups
(Chicago: University ofChicago Press, 1980).

71' Roben Vitalis, Whell Capila/isis Collide: Bllsiness Conf/iCI and Ihe Eild ofE'"pire ill
~"gypt (Berkeley: University ofCalifornia Press, 1995).
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reproduce themselves in an association or how this may impact lobbying success. 7
,,) Therefore the

secloral focus complements the second step of the thesis. This section gives an explanation tor

why the more pronounced membership c1eavages in Jordan were able ta express lhemselves in the

Chamber while the admittedly less pronounced c1eavages in the case of Kuwait were still held al

bay.

Sinlply put, the most imponant tàctor that allows membership c1eavages entrance is the

criteria and scope of membership. ln Jordan after Nie changes in the early 1960s, membership

was compulsory lor ail businessmen wishing a license ta do business in the Kingdom.

Membership in the KCCI was not compulsory. Bath Chambers staned out as purely voluntary

associations, but in the 1950s and 1960s this changed for the ACC ta the present situation where

membership in the Chamber is a pre-requisite lor renewing annual business licenses. By contrast,

only annual renewal ofan impon license (often termed an agency licensetu or bidding license ,.

(permission to bid on state contracts) in Kuwait requires annuaJ renewal of membership in the

KCC!. SOt compulsory membership in the Jordanian Chamber and only selective compulsion in

7") See tor example: Ayse Oncu, "Chambers of lndustry in Turkey: An lnquiry into State­
lndustry Relations as a Distributive Domain," in l'hl! Polilic,71 Ecoi,omy of flu:omt! Di~·triblltioll ;11
l;,rkI!Y edited by Ergun Ozbundun and Aydin Ulusan (New York: Holmes and ~1eier Publishers,
(982); and Stanley A. Kochanek, bl/eresi Groups "nd DI!\.'e/opm~nt:Businf!ss and Politics ill
Pakistan (Oxford: Oxford University Press, 1983).

MO Agency licenses in Jordan and Kuwait refers to pennission granted through the Ministry
ofCommerce and Industry (with bureaucratie approval trom the Chamber) to import a specifie'
good or class ofgoods. In practical terms, the agent, or kasoo/, represents a foreign product (say
Ford Motors) to be imponed into the country and sold. From that middle positio~ a percentage
of the sales is taken by the agent. This is a very profitable venture among eHte merchants in
Jordan and Kuwait. Most of the prominent agencies (Western consumer goods) were secured in
the 1950s and 1960s (sorne even earlier) and are more or less granted permanently ta the nativç
agent. Bidding licenses are similarly controlled by the Chamber. State contraets in Kuwait are
quite lucrative (for foreigners and local business) and notoriously rigged.
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the KCCI meant that a smaller pool ofmembers was continually present in the KCCI than in the

Ace. In Disonian terms, the ACe became more encompassing after the 1960s.

ln both cases, these guidelines were part of the Chambers' by-Iaws and changes to these

by-Iaws tirst originated within the association itself1'1 lndeed, it was the leadership of the ACC

that decided to press municipal and state authorities to make compulsory membership a fact in '..

th~ 1960s. Front a theoretical perspective. the ACC--by taking over business licensing (a state

function)--was moving into its own quasi-corporatist arrangement with the state.M2 So what do

diffèrent membership rules mean? Two points are relevant.

1. Harking back. sectoral dist~nctions interacted with organizational variables to reinforce
this trend. The imponance of the commerce/industry spilt became evident once industry really
began to develop in Jordan in the 1970s. Gradually, the Amman Chamber of Industry (ACI)
became politically powerful through the 1980s as it drew more elite members. To an extent. the
growing power of the ACI helped weaken the ACC. Owing to compulsory regulations,
industrialists have to belong to the ACC, but gradually they were drawn to the industrial chamber
because of its given its smaller membership base and the lack of threats to leadership. The growth
ofan industrial sector intersected with the establishment of an industrial chamber to funher
weaken effective leadership of the ACC. Excessive inclusionary guidelines in the ACC worked to
push leadership elites toward the more favourably organized ACr at a time ofgrowing sectoral
diversity.

2. Compelled to join the ACC and pay dues, factions within the Jordanian business
cammunity have graduaUy come ta be more involved in Chamber politics and elections. For small

III Two types oflaws govem Chamber activities in each country. There is the founding
"law" ofeach Chamber which was approved by the Ministry ofCommerce and Industry, the
Prime Minister, and then by Parliament. This type of law is included in the Official Gazette of ..
each country as law. This law lays out the general parameters of the Chamber, its purpose, and its
legal status. By-Iaws for both Chambers do not require Parliament approval but simply Ministry
and Prime Ministerial approval. Thus, changes to the by-Iaws are designed to be easier. By...laws
govern the internai workings ofthe Chamber, size of the executive board, voting rules, and 50 on.

112Interestingly, trus fact runs couDter to the weU-studied cases ofTurkey and India where
the stale drew business associations into such arrangements. Ironically, in the 1990s the KCCI
has considered a similar move.
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business, renewal tèes and the bureaucracy involved is a cost for which many demand a retum.'J
With the periodic influx ofPalestinian refugees, the small and medium sized business community ·
is virtually remade each decade, 1948, 1967, and 1991. For the larger, elite merchants who
choose to run and serve on the executive board, managing tbis large influx of members has proven
very difficult. White tbis confirms Olson's wamings regarding "encompassingness," was
encompassingness alone the whole story? It was clearly not in the case in lordan.

vuting is the filial step

Voting rules are the most proximate factor shaping elite cohesion and hence lobbying

success. Both Chambers freely elect their executive boards every four years, and it is members of

tbis board who carry out the bulk of contacts with government o~cials. How they are elected

determines who may serve. The is a crucial addition 10 the encompassingness tàctor.

Secloral distinctions alone do not determine the character of an institution. Like\\'ise,

membership rules govern who gets in, but they do not deterITÙne the extent of influence. Votin~

rules close the loop because they directly deteffiÙne the degree of membership intluence. The

basic distinction is that in Kuwait voting rules have been crafted ta enhance leadership cohesion,

whereas in Jordan voting rules staned out sinùlarly but then became more inclusive. Details ot:

this variable can be stated in this way:

1. 80th Chambers began with roughly sinùlar voting rules. ln the 1960s, the Jordanian
Chanlber changed its rules ta allow vating and nominating from the lower categories of
membership (to be explained below). The KCCI did not alter its voting rules.

ii. Dy the 1980s and 1990s, lower categories ofmostly small businessmen began to wield
considerable influence over elections in Jordan. As new entrepreneurs came into their
own and interest conflicts heightened, securing voting blocks within the lordanian
Chalnber became more difficult. Not wishing to suifer the embarrassment and trouble of
losing an election, leading merchants gradually began to abandon Chamber politics. Dy" .

IJ At a micro-Ievel, this is an interesting confirmation of rentier theory expectations linking
• taxation (membership dues) with greater association involvement.
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contrast, KCCI leadership could count on steady voting blacks and subdued challenges ta
its power. The result was cohesive leadership and autonomy, allowing greater lobbying
success.

ln Jordan, members (firms) are ranked according 10 category, which is measured by

capital:

1. At/unI/a; (excellent) category,
2. Category One
3. Category Two
4. Category Three
5. Category Four
6. Category Five

In the Kuwait, rnembership was not ranked but organized by type, that is by the type of business'

license given. Currently there are 26 categories offirm/members (see Table

7, appendix).
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• ACC KCCI Associational EtTect

Membership

Votlng

Executive Board

-fully volunteer
association

-only first three
categories may vote
and nominate

-12 board members
elected every four ycars

-only import license
and bidders on state contracts
must renew each year

Only those businessmen . .
interested in the association
join; ellte, larger merchants
predominate; in Kuwait most
holders of agency licenses
are the targest merchants;
bath associations resemble
private, specializec:t
associations.

-ail types of members
may vote; nomination
open to ail paid-up members
of at least a year.

The largest merchants control
voting and nomination; hence
they elect their own.

-24 members, 12 elected
every two years

. In Jordan, the smaller board
allows for tighter control and
delegation; in Kuwait
elections every two years
ensures that a challenger can
only win hait of the board ln
any election.

•

Figure 1 Organizational Variables

The critical juncture tor these rules and the fate of each association occurred in the early

19605. Obligatory membership was introduced in Jordan al the same time as voting rules were.

changed, and shonly after secloral divisions began 10 develop signiticantly. Internai cules in the

KCC1 renlained unchanged, and shonly after concened government policies to create a new

merchant class began. From this point, each institution took a different path. The aspects ofthis

change are shown in tigures 1 & 2.
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Membershlp

Votmg

Executive Board

ACC

-obligatory ann!JaJ
membership for ail
classes of business

4th category and above
may vote and nominate
for the executive board.

·'2 board members
elected every four years

AssociationaJ [ffeelS

Cleavages and sectera. differences present in the
business community trans'er to the association;
obligatory payment of membership dues influence
members ta gain use tram the association; membership
dues become the sole source of association revenue;
ACC begins ta resemble astate agency.

Wilh a larger and more diverse membership. slates of
candidates for election appear; voting foundations for
elite merchants deteriorates; ascriptive criteria
graduaUy replace merit selection in elections; sectoral
divisions intersec:t with arfgin attributes in leadership
considerations; leadership autonomy tram rank and file
erodes; graduaUy elite merchants exit ACC.

Capturing the executive board in one election is
possible; elite cohesion breaks down; elections result
in vasUy different leadership types; state perceptions of
ACC leadership change; lobbying success declines.

•

Figure 2 Change in Organizational Variables

Obligatory membership combined w-ith revised voting rules gradually resulted in a wholly

diftèrent rank and tile. The addition of the founh category was most signiticant since the bulk of

members in the Charnber feU in this category (see Table 5, appendix). Taken in the context of

greater sectoral aniculation in the economy, and continuai inflows ofnew entrepreneurs,

obligatory membership and inclusive voting radically altered the electoral politics of the ACe. Il

forced elites to manage cohesion among themselves while at the same time courting lower

category votes. The difticult two-level game made enduring leadership coalitions highly complex
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and temporary. ln Kuwait, contrasting orgaIÙzational features guaranteed elite cohesion and

control.

Therefore putting the pieces together, we can see the thesi'S c1early. Changes in state rent

set the broad parameters ofstate vulnerability to association lobbying. But we must not target

that reots also influenced different sectoral attributes in Kuwait and Jordan. Secloral attributes '.

created, over time, the character ofeach business community and ilS interests. Mernbership

criteria (Olson's encompassingness) and voting rules determined the extent to which divisions in

the business community reproduced themselves within the associations and impacted leadership

cohesion. Thus, when rent declined (and state vulnerability increased) the association with a .

tighter organization and more cohesive leadership stood a better chance ofexploiting the new

opponunities.

The tollowing three chapters comprise the historical narrative and discuss how these

divergent characteristics and capabilities developed in Jordan and Kuwait. They explore issues of

lobbying between association and state and reveal the interactions among the dependenl and

independent variables described in trus chapter. Three overarching themes are developed in each

of the three time periods. First, each period tracks variation in the dependent variable,

associational lobbyinglengagenlent. A second therne tocuses on identifying and unpacking

variables arising from the rival arguments for successfullobbying. The third therne responds to..

the second by tracking how the more relevant organizational and sectoral variables make

themselves felt as each association matures.
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III
THE EARLY YEARS: 1920-1970

1. A~IONG EQUALS: FOlUlATION OF TUE STATE OF KUWAIT, THE
l\'IERCHANTS, AND THE FOUNDING OF THE KCCI .

The estllhUs/llllent ofpoli/ieul uuthority und the el"ly ,"erchtlnts

The historian Ahmad Mustafa Abu-Hakima gives the year 716 for the tbunding of the city

of Kuwait. 1 The actuaJ found~rs ofwhat would become the political entity of Kuv.ait, the Bani

Utub, did not arrive untilthe early eighteenth century. Gradually, tànùIies of (rus tribe built the

basis for political rule in Kuwait by managing internaI and external challenges.

Legend and what seant historical records exist, ponray the Bani Utub as a loose grouping

of tribal tànlilies who emigrat~d l'rom the Arabian Peninsula. After the Bani Utub settled in

Kuwait, they took advantage of its natural port to develop trade links and build a small pearl

diving industf)'. As Jill Crystal has documented, the Bani Utub were believed to be composed of

duee principle tàmily branches: al-Sabah, al-Khalità, and al-Jalahimah. These tàmilies

compromised among themselves ta determine that the al-Sabahs would be responsible tor political

tùnctions, the al-Khalità for econooûc functions, and the al-Jalahima for security aftàirs. 2 The

year 1752 was the first recorded year ofal-Sabah rule. ln the 1760s, a dispute between the al-

Sabahs and the al-Khalifa's resulted in the latter's departure for Qatar. This event established two

1 Ahamd Mustatà Abu-Hakima, The nluderJl hi!j'Iory ofKllll'ait (London: Luzac and
Company, 1983).

2 Jill Crystal, Kil"''';': 111f! l'ralliforll,uliCJII of"II Dil Siale, (Boulder: Westview Press,
(992), p.S-9~ Husayn Khalaf al-Shaykh Khazal, Tarikh a/-Kuwayt a/-Siyasi [The Political History
ofKuwait, 1962-1970], Volume 1, (Beirut: Matabu Dar al-Kutub), p.42
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• facts. First, the ease of mobility in the Gulf meant exit was a prime option when politicaJ or

economic disagreements couId not be solved. Second, the departure of the al Kahlifa solidified al­

Sabah political rule in Kuwait. From this period, no serious internaJ threats to al-Sabah rule

would develop.

By the late eighteenth and early nineteenth century, a rough outline of the merchant

community and its position in the overall social structure can be traced. finit, among the Bani

Utub, the largest merchants tocused on the pearl diving industry and the boats needed to dive and

transport the pearls. As most observers have noted, the political importance of the pearl trade

was not sa much the evolulion of a class consciousness, but the degree of dependence the al-

Sabah's had on the wealth produced. Bani Utub merchants, through the system of:LlkLiI (a torm

of religious tax), provided much needed finance ta the al-Sabah's, who, in this period, remained

tàcused on relations with the bedouin tribes and the caravan trade. Crystal and Ismael also note

that a second element of al-Sabah-merchant relations rested on the manpower resources

merchants possessed. Labourers and slaves in the employ of Bani Utub merchants provided

•

defense tor Kuwait City in times of need. This domestic tinanciaJ and manpower support allowed

the al-Sabahs to pursue tbreign intrigues with greater treedom. Generally, this was a foreign

policy "ofcalculated neutrality, tilting towards but never wholly siding with whatever power

seemed most useful, while keeping channels ofcomnlunication open with a11 parties.nj Close

relations, theretbre, developed between leading Bani Utub merchant tàmilies and the al-Sabahs.

Second, in terms of suppon, Kuwaiti merchants provided manpower to the monarchy.

~1anpower and tinancial power gave Kuwaiti merchants an early sense ofequality with the ruling

3 Crystal, Oil ""d PO/ilic~·, p.21 .
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al...Sabahs oot found in Jordan. From the perspective ofKuwait's merchants, social duties

(commerce, defense, politics, and 50 on) were simply divided among the leading tàmilies~ a

hierarchy was not assumed in trus division. Commerce was oat viewed as subordinate to politics.

lndeed, politics needed commerce. Thus, early on Kuwait merchants openly (and subtly)

exercised intluence commensurate with a perception of equaJity. An example oftrus was the al

Nisffamily. They represented the halfof the al Khalifa family (Ili~fmeans halfin Arabic) that did

not leave tor Qatar. The al Nisfs would not only be one of the tbunders of the KCCI, but they

would maintain very close relations with the royal tàmily.

Third, as a result of the Persian siege of Basra in 1775, merchants from trus area began

migrating to Kuwait.-l Unlike the smaller middlemen merchant ofKuwait city, these Basra

eanigres pursued maritime trade relationships with regional ceoters as tàr away as [ndia.

Movement ofthese merchanrs tied Basra, already an imponant trading center, more tightly with

Kuwait, helping to establish Ku"'ait City as a regional trading center. \Vilh these new merchants

the oudines of the Kuwait merchant class of the nineteenth century became apparent.

Sorne of the larger Sunni merchants irom Basra combloed with the largest of the Bani

Utub merchants, came to comprise what was loosely referred to a~ the ~iI (original) tàmilies.

Though the nunlber would gradually expand over lime, the core of the asil included eight principle

tàmilies: al-Sagr, al...Nist~ al-Ghanim, al-Hamad, al...Mudhaf, al-Khalid, al-Khorafi, and al...

Marzouq. S These were and remain Kuwait's merchant elites. Their early conlmercial interests

"J.F. Lorimer, Ga:~/If!t!r ofthe Persiall Gulf. Omall, and ('ell/ral Arabia. Joili/lle 2
(Shanon: Irish University Press, 1970), p.146.

S Several excellent studies confirm the identity of tbis core and overlap in identit)ting their
histories: Ismael, KIIM'ail: SCX:;,,, Challge; Nicolas Gavrielides, Tribal Democracy: The Anatomy
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went beyond the pearling industry to include commodity trading with Basra and the lower Gulf,

eventually expanding to include date plantations in Southem Iraq, These tàmilies settled within

the walls of the old city in the districts of Qiblah, Kayfan, and Hawal1i, and of the core eight

families, aU but one would sit on the first executive board of the KCCI in 1961. A second strata

ofmerchants, identitied by Ismael, was the middle and lower rungs of the Bani Utub "who dealt

primarily with the transfer of subsistence products from external sources to the internai and desert

markets.,,6 A third, albeit in this period very small, merchant grouping was the Shia, nlostly

immigrants from Iran. They were considered below even the lower Bani Utub and generally

occupied economic activities (such as textiles, water carrying, and later garbage collection)

considered intèrior to the more respectable activity of trade and finance. 7 Above these three

divisions, the al-Sabahs themselves gradually took on merchant roles. Initially, the al-Sabahs took

over land tracts within the old city atlording them not only ,,\<'ealth, but an important source of

patronage. At times, individuals in the ruling tàmily tàshioned business partnerships with

merchants tànliIies (ntiddle Bani Utub and later some Shia merchants) who in turn protited from

al-Sabah political intluence. ln limes of economic downturn, these alliances became points of

antagonism with asil merchants.

of Parliamentary Elections in Kuwait," in E/~cliulI~' illlh~ A-Jiddle ~asl: Imp/ic.:Clliolls ofR~Cf!11I
Trell"~·, edited by Linda Layne (Boulder: Westview Press, 1987); and Abdul-Reda Assiri and
Karnal Al-Monoufi, hKuwait's Political Elite: The Cabinet," Middle Easl Jourllal, 42 (Winter
(988)

6 Ismael, KU""lil: SO"lcll Change!, p.55.

7 Interview with lsa Majed al-Shaheen, Spokesman for the lslamic Brotherhood, Kuwait
City, March 3, 1996.
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The pre-oïl econoll'Y: ~/ubt"l.,k the Great

The modern history of Kuwait began in 1896 with the rule of Mubarak the Great. Coming

to power by killing his brother Shaikh Mohammed, Mubarak forged a new regionaJ position for

Kuwait and altered domestic political arrangements. At the close of the nineteenth century, Gulf

politics was composed ofcompetition among the Ottomans, the Britis~ and the rising power of

the al Sauds. Mubarak sought to change Kuwait's precarious position among these rivais by

securing protectorate status with the British. ln 1899, Britain made Kuwalt Ils protectorate.

Shortly aller the agreement, British obligations were tested. On two separate occasions, Britain

sent ships and arms to dissuade Ottoman and Al Saud incursions. Il ln 1904, Britain sent its tirst

political regent inaugurating a period (until (961) of domestic British presence and intluence.

Mubarak' s new relationship with Britain helped secure Kuwait' s position between

Ononlan and al Saud interesls. Kuwait' s new regional position also had domestic repercussions.

The arrangenlent aflbrded domèstic leverage to inaugurate three politically imponant domestic

changes. First, protectorate status allowed ~lubarak to lioùt future leadership successions ta bis

side of the al-Sabah tàmily, essentially cutting otfhis late brother's side. Though the British did

not directly support this plan~ the British agreed to support his designated heir to the throne.9

While al-Sabah rule had aJready been secured within Kuwait, this new suppon demonstrated that

security regionaJly. Second, along with the initial agreement and ail subsequent ones, the British

1 Crystal, Di/ and Puli/ici, p.24.

9 Mary Ann Tetrault~ "Autonomy, necessity, and the small state: ruling Kuwait in the
twentielh century," !1I1f!'IIaliollaIOrgalli:alioll 45, 4 (Autumn 1991), p.573.

84

•

•



•

•

gave Mubarak monetary payments. The British also guaranteed the safety of al-Sabah date

plantations~ an important source of family wealth~ in Southem Iraq. lU These concessions gave .

Mubarak important financial independence tram asil merchant. Consequently, sorne sixty years

betore Kuwait' s political independence, the material aspects of a rentier state were aIready

beginning to take hold. Mary Ann Tetrault described this nascent rentierism: "Sinee the ruler

[Mubarak] eontributes liule ta the people of Kuwait, his wealth eouid be used tor whatever

purpose he wished, including to proteet himself trom them and toIr~f! hÙII~f!1fIrolll the lIf!cf!ssity

ofbeh""illg lIicely ill order lu gt!llht!irfÙulIu.:ial slippon."ll ~'[ubarak'senhanced tinancial

independence allowed him to embark on a third imponant domestic change. state building.

State-building in Kuwait introduced important dynamics in the relationship between ruler

and asil merchants. Shonly after ~1ubarak came to power, he instituted nev, taxes on merchant

activities. An import tax, a pearling tax, a house tax. a pilgrimage tax, and enm priee controls

were decreed by Mubarak. Prior to this time, custOIl1S taxes were yoluntarily contributed by

leading merchants, but now taxation became a duty.ll Ostensibly, this revenue \\as needed to

fund Mubarak' s external political intrigues, but Ismael asclibes a second reason to the taxes.

By the early twentieth-century, British steam ships began to dominate commodity trade

within the Gulf and between India and the Gulf British involvement competed with larger Bani

lU Re"ords ofKII"·,'il. 'o/ume 1. 1899-1961, edited by AJan deLancy Rush (London:
Archive International, 1989), p. 149; and Alan Rush~ A/-Sab"h: His/oIY. Gellt!a/ogy ofKuwail 's

RII/illg Fami/y. J7j2-J987 (London: Ithaca Press, 1987), p.175.

11 Tetrau1t~ --Ruling Kuwait~" p.574. Myemphasis.

L! Paul Harrison, ··Economie and Social Conditions in East Arabia:~ Allu-/inl ~Vor/d, 14
( (924).
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Utub merchants and with the merchants tied to the Basra trade. Ismael daims Mubarak saw trus

as an opportunity and used sorne of the tu revenue ta extend easy laans to the middle and smaJler

Bani Utub merchants, who were becoming more and more dependent on British supplies to

support their retail trade. 13 The favouring of Bani Utub merchants marked the first instance, but

not the last, of ruler involvement in merchant affairs. Since asi] merchants were perceived as

domestic competition, weakening their position or enhancing the position (and loyalty) ofother

merchant groups would help minimize that threat. ln 1909, the issue canle to a head.

Wishing ta strengthen his control aver the important pearling industry. Mubarak declared

a ban on diving tor the season. This was the final straw. Leading pearl merchants along \'tith

other traders left Kuwait for Bahrain and Basra, taking with them signiticant capital. Still

dependent on that revenue and bowing to the popular support the dissidents gl;merated, ~;Iubarak

gave in and promised to redulo.:e some of the taxes if the merchants returned. I~ ~lost of the

merchants did return, but the etl~ct on ruler-merchant relations was protound. According ta

Crystal: "The act of secession ended one era and began another for the merchants. It was bath

the last time the merchants ",ould use secession as a political weapon and tirst of severallimes in

the twentieth century that they would arganize politically in opposition ta the Shaikh."15 Three

germane aspects summarize this period.

First, the inauguration of British control in Kuwait did not mean colanial ofticials directly

manipulated ruler-merchant relations. Kuwait itself was not an imperial object, rather, it was

lJ Ismael, p.54-59.

I~ R~"ord~' ofKI/wail, Vol. 1. p.542-551; Crystal, Vil and Pv/ilics, p.24-25.

lS Crystal, Oi/ alld Polilic~', p.25.
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Kuwait's position vis a vi~' Basra and the trade routes to India that was of British concem. The.

injection of British steamer trade certainly altered markets in the region by otlèring subsistence

traders (Bani Utub) a steady source of supply while challenging larger Kuwait traders. However.

it is an overstatement to assert. as Ismael does, that, ··lt was the new structure of colonial

relations forged by the linkages with Britain that inhibited the development ofproductive torces in

Kuwait and the region as a whole, initiating the historical process of the underdevelopnlent of not

only Kuwait but the entire region." As Crystal notes, despite British trade and Mubarak's taxes,

the larger Kuwait merchants did not abandon regional trade and continued slùp trade with India

and East Africa through World War Two. 16 Moreover. it was Mubarak that 50ught to use British

links 10 thwan his domestic rivais and to create new allies. As a variable. colonial rule alone is

insufticient to account tor futur~ panerns of merchant-ruler relations.

Second, the rule of t\lubarak and his relationship with the British help~d give merchant

politics a distinctive oppositional tlavour. t\'lubarak's overt and coven involv~ment in the

business and politics of asil merchants set a precedent tor future leaders in Kuwait. Rulers would

tl)' to influence merchant aftàirs to enhance their own polilical position. For the asil merchants,

t\1ubarak's actions did not mean their relegation to second c1ass citizens. Instead, they would, in

their own way, oppose al-Sabah interests l'rom lime to time. Moreover, trus opposition would

evolve into a proto-Arab nationalism, especially in the pre-independence period, with the British

as a target ofelite merchant disdain. So though many merchants fled Kuwait in 1909, they gladly

came back and consistently spoke of their loyalty to Kuwait and to the al-Sabahs. 17

16 Crystal, Oil and Polilk's, p.26.

17 Records ofKI/wail, rU/lime J, p.548.
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Third, Kuwait' s status as a British protectorate gave the al-Sabah' s an important source of

wealth independent from the merchants. Though the most overt characteristics of the rentier state

came with the discovery ofoil and its concessions in the 1930s, the pratectarate relationship with

Britain reaJly marked the onset of the rentier state in Kuwait. Institutional change and military

protection are often emphasized aspects of British colonial rule in -:he Middle East, but direct

payment to rulers were equaHy imponant. Historical records trom tbis period are replete with al-

Sabah concerns for British payments, their timing, and their level. Al-Sabah reliance on domestic .

revenue was a thing of the past, and thus, the leverage merchants held with the ruler was

weakened. British colonialism, more than anything else, instructed Kuwait' s merchant elites--the

future tbunders of the KCCl--that they wauld have to develop new levers ifthey were la retain

intluence Wilh the monarchy.

l\/erc:/,anl pulilù:s ;" Il,e illler-urtir yellrs

ln 1915 Shaikh Jabir, son of Mubarak, succeeded his father. Jabir's short reign was

succeeded by his brother, Salim. Events of domestic political importance were tèw during their

reign. However, wilh the reign of Shaikh Ahmed (rI921-1950) twa events of note occurred: the

arganization of merchant opposition, and the discovery of ail.

World War One and its aftermath was a period ofgreat protits for Kuwait's merchant

elites. British steamers were called away for the war etfon, reopening much of the regional trade

to Kuwait traders. III The enhanced financial position ofleading merchants, combined with the

111 This was also a period of significant smuggling, especially ta and trom [ndia. Much lore
and legend was created during trus period with leading merchants running wartime blockades and
enduring foreign prison. Families like the al-Sagrs, al Marzuqs, al Khalids, and al Ghanims
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animosity generated under ~1ubarak' s authoritarian rule, laid the foundation for a merchant

backlash. With the sudden dea[h of Salim in 1921, asil merchants saw their chance. Twelve

merchants formed al Mojlis al-lslishari (Consultative Council) in order to establish a merchant

voice in the decision of succession. Of the following twelve members, offspring of live would

fonn the first two executive boards afthe KeCI (see Table 8, appendix): Hamad Abduallah al-

Sagr (whose son wauld be tirst KCCI president), Hilal bin Fajhan al-Mutayri, Shaykh Yusifbin

Isa al-Qinaie, Al-Sayid Abd al-Rahman Aziz al-Rushayd, Ahmad Ibn Salih al-Humadi, ~1arzuq al-

Dawud al-Badr, Khalifbin Shahin al-Ghanim, Ahmad al-Fahd al-Khalid, Mishan al-Khudayir al-

Khalid, and Ibrahim ibn Mudhifl'J The cauncil proposed three al-Sabah candidates ta succeed

Salim. One of the candidates, Ahmed al-Jabir, became Emir and agreed ta \a.ork with the council

in determing future policies for Ku\\'ait.!U After anly IWO months, the council disimegrated due to

""internaI stritè and Indecision. n.!l Though il accomplished liule concrete change, the council

signalled the future organizational and political pro\\ess ofKuwail's merchant elites. Just as Leon

Trotsky's tàiled 1905 revalution tbreshadowed the successful Russian revolution of 1917, 50 ta

did the 1921 council tbreshadow the more significant 1938 ~1ajlis movement.

becanle well-known in this period as shrewd regianal traders and important tinanciers. Today,
sorne of the older m~mbers ofthese tànùlies are still fluent in Hindi, Swahili, Persian, and English,
the languages of Gulftrade in the early twentieth-century. However, like the Kennedy's of
~1assachusettsand the Bronfnlans ofMontreal, illegal trading allowed Kuwait's merchant elites to
diversify their business interests, away from strictly date fanning and pearl diving. (Interview with
Wael al-Sagr, Kuwait City, April 6, 1996; and R~c:o,.ds ofKilwait, Jollm/~ 4, pp. 440-441 and pp.
428-429)

19 Ismael, KU"'ail: Soc.:ù,l Challgë, p.71.

2U R~':CJrcJs ofKIIU'ail, Vol 2, pp.71-76.

21 Crystal, Vil and Puli/j,'s, p.42.
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The 1938 Majlis movement occurred primarily as a result of the inter-war economic

downturn and its etfect on Kuwait's merchants. Like the 1921 Council, the aim of the Majlis

movement was political, that is, a merchant desire to gain leverage with the al-Sabahs. The

ramifications of the movement were far reaching and cemented a series of merchant organizational

precedents that eventually culminated in the KCCI in 1961. The period leading up to the ~lajlis

movement included other important merchant organizations. In 1936, asil merchants established

the Education Council to establish and manage new schoots in Kuwait. Building on the

organizational experience of the Education Council, elite merchants expanded their activities in

the newly established Kuwait City Municipality, which the Emir approved in 1932. The

municipality was responsible tor health and social afiàirs, but most imponantly, the eouneil was an

dected body. Though the head of the council was appointed by the Emir. the executive board

was eomposed entirely ofasit merehants eleeted every two years. Crystal argues that these two

merchant institutions were imponant because they gave the merchants vital experience in politics

and collective action. As a pre~ursor to the KCCr. these bodies were imponant in a another

aspect.

The way asit merchants organized among themselves ta manage each institutions'

leadership was notable. Essentially, candidate lists tor the ~1unicipality were drawn up by the

executive board itselt: a method which insured that the sanle eHte merchants and their allies would

retain the leadership. Similar to the kind ofelections that the KCCI would experience, "the

elections were hody contested. Election irregularities were common enough ta elicit complaints,

yel linlited enough /0 prf!~'l!rl'l! '1 high If!Vf!/ of!il'PP0rl alnollg tire l1If!r(,'halllS.'~n Even al tbis early

22 Crystal, Dii alld Puliti(,'~', p.46. My italics.

90

•

•



•

•

stage, merchant leaders were learning haw ta maintain eHte coherence and cantinuance within an

important social institution. [n addition t the Municipality was financially independent, operating

off revenue generated from business taxes (sorne voluntary).!3 Therefore, thase that ran the

Municipality ensured their own leadership continuance as weIl as securing Municipality tinances.

ln the short term, as Crystal notes, this reliance on maintaining intra-merchant coherence would

handicap merchant aims during the Majlis movement, when effons to targe a broader coalition

against the al-Sabahs failed. ln the long run however, these organizational attributes, restricted

membership/voting and financial independence, would be adopted at the tbrmation of the KCC!.

[n this period, Kuwait l'eh the impact of the worldwide depression. ln 1923 Ibn Saud

banned the tribes of the Najd trom trading in Kuwail. [n 1929 the pearl market collapsed tor the

last time. Though small and middle traders \\ere the majority hun, many asil rnerchants did not

escape the downturn.1~ What pushed the asil merchants toward action \~as \\idespread

government corruption and the perception that the Sabahs were dominating what businesses were

left available. In 1938, Icading merchants began meeting secretly to draw up a list of retbrm

demands. Though historical sources and interviews suggest the meetings were secret, if modern

day Kuwait is any guide, it would be difficult to imagine any such gathering as truly secret,

especially tron1 the ruling tàmily. In this way, the Majlis Movement is aIso instructive of the kind

of not-so..secret dealings that take place between the merchants and the state. Each side remains

aware of the others' position. This transparency is one good reason why, despite the continued

!) Crystal, Oil alld Pu/ili,'s, p.46; and, Najat Abddalqadir al Jasim, Ba/cul;),Y"1 al Kllwaitfi
khanl~·ilianlan [Fifty Years of the Kuwait Municipality] (Kuwait: Kuwait Municipality, 1980).

2.. lsmael't KIIU'ait: Su,:;,,/ Clulllg~~ p.73.
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.
presence ofan organized, po~erful opposition in Kuwait, there has rarely been political violence.

Each side is spared extreme surprises. As a result of these meetings, two sides quickly took

shape.

On the side of the opposition were founeen members elected to the ,,[ !vJajlis al Umah al

7é.lShrU (The People' s Legislative Council).25 As in 1921, these were uniformly Sunni, elite

merchants. Out of founeen, six members' tàmilies would sit on the first two executive boards of

the KCCI, specifically: al-Ghanim, al-Saqr, al-l\1arzuq (2), al-Badr, and al-Khalid. These

merchant tàmilies were backed by dissident members of the royal tamily led by Abdalla Salim,

who had wanted ta be Emir ahead of Shaikh Ahmad. Ta bobiter their position, the opposition

quickly spread leatlets listing popular demands for improvements in health care, education, and so

on:~b On the side of Emir Ahmad was the majority of the ruling family, same Sunni merchants,

and the bulk of Kuwait's Shia ~ommunily.!7 The pro-Sabah torces also reacled quickly by

arresting some of the mosl out-spoken merchant dites, an act which scared some merchants into

tleeing to Iraq. Evenlually, atic=r a petition by the merchants calling tor fultihnent of the 1921

pledges, Emir Abdallah agreed 10 elections tor the new National Assembly. According to a repon

25 Like the 1921 Council, the election was lightly circunlscribed. The original merchants,
who had met in secret, drew up a candidates' list of 150 leading merchants and voted among
themselves for the fourteen. See Crystal, Oi/ and Polilies, p.47-48.

26 Ibid., p.47.

27 Re"ordso/Kllwclit, lo/unlt! 2, p 219. Besides an event ofhistorical imponance in
Kuwait, the Majlis Movement has also been used a watershed event to gauge where prominent
tàmilies fall regarding pro or con Sabah sentiments. Sorne Sunnî family members from the al­
Marzuq and al-Khalid branches sided with the Emir. Leading Shia families also tended 10 side
with the ruler, including al-Wazzan and Bu-khamseen. As a result, like religious minorities
lhroughout the Middle East, the Shia ofKuwait came ta be perceived by the general population' as
being pro-government.
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from the British Political Resident, the Emir asked opposition representatives what the outcome

would be if he refused their petition~ their response was, '·'10 that case, we bid you farewell, ",2M

hinting at their earlier exit strategy. The leading families met, drew up a candidates' list, and

elected the founeen representatives. They then asked Abdallah Salim to be Assembly speaker.

This was a signiticant political victory by the merchant opposition, and they used it ta form

Kuwait's first politicaJ pany, the National Bloc. The party sponsored speeches, events, and rallies

to express their nascent nationalist message and voice opposition ta Abdallah's policies. But the

real task was ta use the Assembly ta enact policy change. This sparked connict.

Though the tirst assembly lasted only six months, its legislative record was impressive. It·

quickly passed a basic law, establishing assembly jurisdiction over a wide range of state activities,

including: health, finance, education, public works, and tbreign treaties.!~ Retbrms ta existing

laws were equally impresslve and succeeded in gaining widespread popular suppon. l\.'lanopolies

were ended, taxes reduced, schools built, carrupt ofticials dismissed, priee controls introduced,

and a new police torce established. 30 By Oetaber 1938, the Council began collecting and

distributing state revenues. lt tunher extracted a promise trom the Emir ta tum over the oil

concession check by December. Ahmad quickly saw the implications and dissolved the Assembly

on 17 December. A standoft· ensued, sorne opposition figures were arrested--including a head of

the al Ghaninl family-., and other merchants fled Kuwait. One of the leading dissidents, Abdalla

AI Saqr never retumed to Kuwait, dying in exile in lndia. The assembly did continue but its

21 Rt1cords ofKlIll"'Îl, ra/lll11e 2, p. 146.

29 Records ofKIIlI'ail, '"u/lIn1e 2, pp.152-154.

JO Ibid.. pp.20S·209; and Crystal, Oit a"d Polilies, p.48.
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members were appointed by the Emir~ and its oppositional flavour was diluted. ln sum, the 1938

Majlis nlovement reflected two important facts ofmerchant-ruler relations on the eve of ail and

the future trajectory orthe KCCI and its leadership.

First~ as one of the mast important damestic political events in Kuwait's pre-independence

history, the Majlis movement again attested to the generallack afBritish interference within

Kuwait. Though asil merchants petitioned for British assistance,]1 the British avoided direct

involvement. Merchant-ruler politics and the future trajectory of the KeC., cannat, therefore, be

ascribed solely to patterns af colonial rule. Ironically, one eftèct of Britain' s aloofness was ta

enhance anti-British sentiment among the asi! merchants and strengthen their nascent Arab

nationalism. Indeed, as Crystal noies, asil merchants were among the tirst Arabs to establish a

COOlluiltee tor assisling Palestinians against the British. 31 Second, historical sources contiml that

the Majlis tàiled because asil merchants were unable to attract a wider base of popular support,

particularly anlong, the Shia, the bedauin, and the smaHer and nùddle merchants. 33 This inability

was a direct result of the way the asil tàmilies controlled the election and nomination processes.

Though the nlerchant opposition would try again and again in the future ta widen their base, the

success and the tàilure of the ~1ajlis demonstrated that they privileged the control ofprivate

institutions over a wider social appeal. ln other words, just like the 1921 council, the education

councils, and the municipality, the Majlis experience reinforced the value ofeHte cohesion and

J1 Merchants also looked to Iraq for assistance against the Sabahs but received only
rhetorical suppon. The Sabahs also looked to the British for support against the asil merchants
but were generally ignored as weil. R~corcb' ofKuwait, Volume 2, p.172.

32 Crystal, Oil alld Polilics, p.52.

Jl Ibid.• pp.52-55; and R~"'orcJs ofKllwail. JO/II"'~ 2, pp.2i9·221.
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• control over a more inclusive strategy that may have won greater politicaJ support. An interesting

window into that elite, was a list of Kuwait's most prominent citizens, prepared by the British . ,

resident in 1941. The following excerpt of that list contains the oames of the asil nlerchants who,

themselves or their sons, would compose the first executive board of the KeCI:

NAwlE

Ahmad Babar
Abdulla as Saqer
Abdulmuhsin Khcrafi
KahJid A. al-Hamad
Fahad Marzook

REMARKS

g~neral rncrchanl
ship o\\ncr, in exile front 1~3~
ship o\\ncr
ship o\\ner
ship o\\ner

FUTURE AFFILiATiON WI
CHAMBER EXECUTIVE BOARD

[1961 board, wiLh anoLhcr Bahar)
[son, Abdallah Al... 1961 President]
[M. Khourafi, 1961 board]
[1961 board)
[196 Lboard]

•

Fahad al FuJaij & Bros ship o\\ners, lhcy ha\c a [Y. Fulaij, 1961 Vice President)
business house in Karachi

• Nusfan Nusf Ship o\\ncr, memberof [M Youscfal-Nisf. 1961 board1
The Ad\"isory board~ Assl. lo Lhe Coun

Ahmad M. Al-Ghanim AI.O.C's agent and a lcading [t"o al Ghanim on lY61 board)
mcrchant, contractor, shiPO\\nerl-l

Though oil manies did not conlpose the majority of Kuwait tinances in the pre-WWll

peliod, changes were already on the horizon. ln 1938, the Kuwait Oil Company struck ail in the

Burgan tield, one of the largest oil tields in the world. Kuwait would never be the same.

Oil anl/ll.e new ,e/utiunsllip

Though many in the Third World today rue the etfects oil reot has had on their societies

and government, when oil was tirst discovered there were few who did not herald its possibilities.

3.. Rftcords ofKI/wail, l'o/li/Ilft 2, pp.311-315. My comments are in the bracketed area.
There are sorne spelling discrepancies from the original teXl, so 1 have corrected them with the
names on the executive board.

95



Oil fundarnentally altered domestic politics in Kuwait. This section focuses on two relevant

etTects of ail rent: the expansion of the state, and the forging ofa new relationship with the

merchants. These effects were key elements of the environment in which asil merchants

established the KCC1in 1961.

ln 1950 Shaikh Abdallah (1950-1965) ascended to the tbrone, at the death of Shaikh

Ahnlad. Il will be remember~d that Abdallah was the asil merchant·s royal ally in the struggJe

over the 1938 Majlis. Gaodwill between each remained, and this helped ease the transition ta a

purely rentier/ail econamy. The transition was fuelled by an annual increase of 33 percent af

crude oil output from 1950 ta 1954.JS In L952 and 1953 oil revenues ta the state doubled. J6

Much afthis increase was due to a 50 percent tax levied on the British owned Kuwait Oil

Company (KOC) in 1951. Wllt~reas customs taxes and British payments had camposed the bulk

of state revenue, the overwhdming bulk of state revenues became oil concessions aimost

overnight. Naturally, Abdallah's tirst task was ta see to his family.

The Emir instituted regular ail payments to pronûnent Sabah shaikhs and expanded the

state positions al-Sabahs occupied. Close tàmily members were given control ofimponant

nùnistries, panicularly finance and security.37 Increased tinanciaI resources tèd a frenzied spate of

land speculation as Sabah fanùly members staked out large land claims outside Kuwait City. By

the end orthe 1950s, Adballah succeeded in quelling Sabah farnily squabbles over the ail revenues

lS S. M. Al-Sab~ D~\·.!lopn'e!1I1 Plallllillg ill ail Oil Ecollomy alld th~ Role! ofthe!
~VOIII"II: Thf! Case ofKl1wail (London: Eastlords Publishing, 1983), p.71.

~etreault, '''Ruling Kuwait~n p. 578.

37 Crystal~ Oi/ and Politic.:s, pp.68-73.
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and avoided excessive British influence in the process. A direct etfect of this revenue distribution

was the expansion of the Kuwait state.

As government ministries were expanded or established at the behest of Sabah family

members, public employment jumped accordingly. While concrete statistics on government

employment are uneven during the 1950s, what is available suggests that a large·scale shift of the .

labour force loward public seClor empioymenl began in the 1950s. JlS A traditiona1 merchant

strength had been its labour force and the manpawer it could provide to the al·Sabahs in limes of

need. While this resource had been declining throughout the 1930s and 1940s, it ended in the

19505. The expansion of state ministries also began undereutting merchant institutions and

merchant access to the deeision making proeesses.

The e1eeted ~1unicipality board, that had served as an asil mercham enclave since 1932,

was replaced with an appointed board of Shaikhs. As royal tamily members took control of

government ministries, merchant eommittees (designed ta provide poliey input) \\ithin thase

bodies were disbanded. j'J ln 1952, Abdallah established the Development Board ta carry out

econamic planning and project coordination. ln practice, the Board began taking over many of

the planning functions previously the purview of the Municipality..w Asil merchant presence on

this Board was tightly circumscribed in favour of prooùnent Shaikhs. Eventually, the merchants

JI SlcllÎ.)1ÎC"/ Abslrac' ill 25 Years, Ministry ofPlanning, (Kuwait: Central Statistical
Office, 1990), pp. 91·92; M.W. Khouja and P.O. Sadler, The Ecollomy ofKllwail: Del'elop",elll
alld Role in illll!rnaliolla/ Fi"C1"cl! (London: MacMillian Press, 1979), pp. 3945.

J9 Crystal, Oil and Polilies, p. 73 .

.au Khouja and Sadler, IJle Ecollom)' ofKilwail, pp. 30-31.· The Development Board
became the Planning Board in the 19605. Eventually, tbis would evolve iota the Ministry of
PlaMing, still in existence today.
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protested to Abdallah, who responded with the formation of the High Executive Committee.

Again however, tbis committee too was dominated by royal family members.

Il is indeed unfortunate that the Ruler has not permitted a number of leading citizens to
become members of the High Committee...The Citizens are wealthy and naturally wish to
conserve and enjoy their wealth. Under the present system the extent to which they can
press their claims without some danger is limited.-6'

The tactic of establishing powerless or unrepresentative state policy bodies would become a

tàvourite response ta protest in the future. Il further convinced asil merchants of the uselessness

of depending on the state for institutional access to poliey making. More to the point, state

expansion and the concomitant isolation of merchant influence offered sorne benetit as well, a new

and more profitable relationship between merchants and ruler.

Because Abdallah had paid otT ail of rus tàmily's debts to asil merchants in the 1950s, h~

signiticantly lowered customs duties and imposed a tax on ail foreign tirms doing business in

Kuwait.-62 Formai levers of rent distribution were then institutionalized within the state. There

were tour principal means: (1) ordinary expendilures, wages to civil servants and goods and

services in suppon~ (2) development expenditures, public investment and spending on

infrastructure~ (3) expenditures on land, state purehases of land or low rent of public land~ and (4)

investment in companies, state support of public/private companies.

Wages to civil servants was a rather straighttbrward means ta tie larger sections of the

Kuwait population to the al-Sabahs. This distribution did Iiule to enhance the position ofasil

merchants. Instead, it actuaJly weakened public support for the merchants in the long run. The

.. , Official from the British Bank ofthe Middle East, cited in Crystal, Di/ and Po/ilics,
pp.73-74.

..2MidJ/~ East J:.èO"Ullli~·', (February 1956), p.29, and (July/August 1959), p.lll.
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latter three means, however, were tailor made to buy off merchant elites.

."
Development projects in the 1950s were typical for a newly developing state; they were

large-scale, ill-coordinated, and very profitable for the few. U Abdallah, through the Development

Board, saw to it that lucrative infrastructure projects were steered to local developers

representing favoured merchants.+a Construction boomed, and it quickly became the leading the

economic seClor in the 1950s.~s British linns that had previously bid on many ofthese projects

were banned from funher panicipation. Dy 1960, Law No.15, The Commercial Comparues Law,

was established, stipulating that any foreign business involvement in Kuwait must have a 51

percent Kuwaiti panner. Though the awarding of these projects were lucrative for many asil

merchants, the process was "d hoc: and depended on the good will of Abdallah. ~6

ln th~ same ad hoc tàshion, the land acquisition process enriched many. Vast tracts of .

land both within and outside Kuwait City \\ere purchased l'rom asil merchants at intlated priees.

These outlays accounted for a massive distribution of the new ail wealth. From 1957 ta 1966, the

land acquisition progranl account~d tor over $1 billion in public sp~nding. averaging more than 50

percent of state expenditures annually.-I7 Often land purchases by the state were rented back to

oU An excellent review of tbis period as it happened is contained in a British Foreign Office
Repon, Records ofKliwail, VO/llme -1, pp.768-775.

~ At/idd/e East ECOIIOlllist, (July 1957), p.l 09~ and Ismael, Kuwait: Social Change, pp.
133-134.

~s lv/idJ/e &tsl ECOIIU"Ii~'I, (July/August (959), p.lli.

46 Records ofKlIU'tlil. '·0/1I111e! -1, p.774.

-l, Ragaei El Mallakh, "Planning in a Capital Surplus Economy," Land Economics
(November 1966), p.427.
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the merchant at weIl below market priees. The industrial park at Shuwaikh was one such

example. The Shuwaikh PonU is located on land originally owned by the al-Gahnims and al-

Sagrs. Much of the land was sold to the state at a tremendous profit. To develop the industrial

park, the state rented the land baek to the same families at very low rates. The merchants divided'

the tracts up, and remed these tracks to retailers at very high priees."9 Thus, on both ends, the

merchants made significant profits with state help.

By comparison it is useful to note that these types of subsidies and expansion of state

enlployment are not unique to Kuwait, or the developing world. US tèderal subsidies tor catlle

tàrmers have enriched many in the American Mid-West. Su ~1oreover, in Harlem, New York a

recent study tbund that 43 percent ofjobs there were held by people directly employed by the

government. SI The vital ditference is the volume in respect ta the Iest of the economy. Kuwaiti

ail revenues tied the overwhehl1ing majority of the economy 10 the distribution ofrents.

Despite the amount of investment lied to the other distribution means, public investment in

merchant initiated companies was probably the most beneticial in the long run. ln the 1950s,

leading merchant tàmilies eSlablished a number of companies in which the state invested

"M There are two main ports in Kuwait, Shuwaikh in the nonh and Shubai in the south.
Shuwaikh handles the cargo traffic. Shubai handles most of the crude and refined oil expon. .

-49 Interview with Dr. ~lohammed A. AJ·Awadi, Departrnent of Business Administration,
University of Kuwait, 3 December 1995.

su The state ofWyoming is probably the best example ofa bust rentier state in the U.S. ln
1998, despite having the second largest average unearned incorne in the country (mostly in the
foern ofcattle subsidies and mining receipts), Wyoming ranked al the bottom of nearly every
major economic indicator. E"ollo'ni~'I, 18 July 1998, p.29.

SI Fred Siegel, The! Flllllre Oll'-f! HapfJelled Here: New York, D.C., L.A., and The Fale of
AnlericQ 's Big Cilies (New York: The Free Press, 1997), p.236.
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• significant start-up equity. Sorne orthose companies included: Kuwait Airways, GulfFisheries,

Kuwait Cinema, Kuwait Oil Tankers Company, Flour Mills Company, Kuwait Hotels Company,

National Industries Company, and Kuwait Transponation Company.S2 The establishment ofthese

companies enriched asil merchants in two ways: first, govemment shares in these comparues

averaged around 50 percent in the 19505 and 1960s,Sl a stake which gave the state executive

board appointments. H These appointments were used to reward or punish leading merchants.

Second, since public investment in these comparues was consistent and guaranteed, the value of

-
merchant equity in these companies was greatly intlated over the years. Therefore on the one

hand, increased rents and state expansion increased al-Sabah autonomy, thereby decreasing

merchant policy involvement~ while on the other hand, this wealth was channelled to asil

merchants making them very rich. There was clearly a deal.

Crystal's work was the tirst to detail this bargain and its impact. In retum tor Abdallah's

largesse, asil merchants essentially opted out of the type of political in\jolvenl~nt that had caused

S2 Rec:ord~' ofKWI'LJU, 1u/llt11e -l, p.23 5.

53 E.A. V. de Candole. "Kuwait Today," Royu/ Cell/r"/ Asi"" SUf..'Îely (September 29,
1964), pp. 35-36; and Ragaei El Mallakh, Economie Deve/opmell' and Regional Coopera/ioll:
Kliwaii (Chicago: University ofChicago Press, 1968), p.86.

•

5" As an example, one of the most important of these entities was National Bank of Kuwait
(NBK), established in 1952. This was the tirst bank established in Kuwait, and Emir Abdallah
helped establish the bank with an interest free loan. The Bank's founders, however, represenled
the cream of the asil merchant families: al-Bahar, al-Sayr, al-Hamad, al-Sagr, al-Khaled, and al­
Khourafi. Since the 1950s, the NBK has served as one of the most imponant sources of merchant
capital, and il has established itselfas one of the most profitable and respected independent banks
in the Middle East. Like the KCCI, the NBK came to provide asil merchants with a durable, .
independent institution in the wake oftheir banishment from other quasi-public institutions in the
19505. (Alllllla/ Report, 1995, National Bank ofKuwait; Interview with Nassar Al-Sayr, Deputy
Chairman ofthe Board, NBK, Kuwait, 16 December 1995; and Records ofKI/wail, VO/llme J,
pp.505-510).
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royal tàmily concern in 1938. ln addition~ Abdallah and rus successors, more or less~ kept family

members out of excessive involvement in the domestic economy, a prominent merchant complaint

in 1938. Aside trom the etfects on merchant-ruler relations, the arrivai of the oil in the 1950s aIso

impacted the character of the private sector itself

With capital tlooding ioto the local economy, asil merchants were able 10 establish

themselvcs at the pinnacle of the domestic economy. One principle means was through agency

licenses. By the 1950s, Kuwait already had one of the highest per-capita incornes in the World.

NaturaJly, this increased consumption ofimported luxul)' goods. sS Western imponers wishing to

exploit this market had to secure domestic Kuwait representatives (agents or ktlsvv/) in order to

access local distribution and retait networks. These were tremendously pratitable deals tor the

agent. who received a percentage of sales in return tor essentially signing his name. The agency

economy was one orthe tirst manitestations of the secandary rentier ecanamy. Asil nlerchants

were weil placed ta take advalltage of the agency pracess. By this period mast asil merchants

maintained business contacts in Europe and Nonh America. They gave many of their sons a

foreign education and spenl the summer nlonths in Europe. Dealing with toreign impol1ers was

an experience al which they w~re not amateurs. In the 1950s they quickly secured many of the .

leading Western commercial producers. The Ghanims, tor instance, secured General Motors,

British Airways, and Frigidaire. while the al-Sagrs became the agents for Ford Motor Company

and the Pepsi Company. Besides the revenue attached to these agencies, the process helped

create a unique hierarchy among traders and retailers within Kuwait. Though ilS impact will be

discussed later, the oligarchie control ofagency licenses gave asil merchanls considerable control

SS Records ofKlIwail. J~()llIlIIe -1, pp. 780-781.
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oyer other commercial/retail interests in Kuwait.

ln summation~ the 1950s witnessed the beginnings of the rentier state in Kuwait. Many of

the political and economic trends initiated in this decade would strengthen in the preceding

decades. The al-Sabahs and their state grew more autonomous from merchant influence, while

the merchanls became significantly wealthier. This wealth had a priee. The leading merchants of

Kuwait had efièctively been ousted trom the traditional institutions and representations that had

tàcilitated politieal intluence in the pasto While they still enjoyed a degree of cohesion and

identitication as the leading m~rchants, the asillack~d an institutional aftiliation. The political

independence of Kuwait in 1961 changed ail that.

/ndependence, IIII! fUUlldillg uftl,e KCC/, 111,,1 ilifluenc:e in Ille 1961Js

ln June 1961, Kuwait gained its independence from Britain. Though the KeC1 was

organized in 1959, it was not tormally established until 1961 with the election of 15 board

executiyeso The 1960s was a complex ~n\'ironment tor the KeCI' s tirst decade of existence.

Business downtums in 19b l, 1965, and 1969-70, contrasted with increased intlows ofoil rems.

Deyelopnlent was tàst paced. KCCllobbying figured prominently in the new state's eftons to

draft and implement laws governing econonlÎc policy. Political standotls and opposition moves

aIso impacted the KCCl's position \'il' a ,'is the state. A cabinet crisis in 1962 and the first

elections ta the National Assernbly in January 1963 saliditied the KCCI as not ooly a business

center, but a political institution as weil.

The first Arab Chamber ofCommerce was established in the nineteenth century in Allepo,

Syria. Jardan's Chamber was founded in 1923. Why did it take Kuwait's merchants, ostensibly .
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weil organized and motivated~ so long ta form their own Charnber? Kuwait's merchants already

had established organizational aftiliations and loyalties, as evidenced by the Majlis movement and

such institutions as the Municipality. However, in the 1950s these institutions were either

weakened by expanding state powers, or merchants were simply pushed out by the al-Sabahs and

their allies. Though politicaJ independence marked an appropriate time for the birth of the KCCI~

the founding of which was in pan a response to the weakening of merchant-controlled institutions

in the 1950s.

Discussions among asil merchants in 1959 generated an informai organization of future

Chamber leaders, Abdul Aziz Al-Sagr, Hamoud Al Zaid Al Khalid, and ~lohammed Yousef Al .

Nisf [n 1960, lhe tirsl elections were held for the executive board. Records trom this period are

incomplete, but this tirsl electorate c1early resembled previous asil voters in the 1921 Council, the

1938 Majlis, and the Municipality eleclions. As hinted in the previous chaptcr, the carly

organization and torm orthe Chamber was a crucial variable in the future success of the KCCL

Like its institutional precedents, the KCC[ was tightly organized and tirmly comrolled by ilS

leaders.

OrgallÎZation of the KCCI in the 1960s

The Chamber took a recognized, legal farro in 1961. The first annuaJ repon of the KCCl

described three imponant elenlcnts of the KCCI's tormation: by-Iaws of Chamber operations,

internai committee organization~ and Chamber financing.

1. By-Iaws were established to govem the Chamber's internai activities and executive board
elections. Future state laws would influence these by-laws, but their initial fonn was
significant and enduring. EssentiaUYt like many Arab Chambers, KCCI by-laws were

104

•

•



•

Il.

Ill.

IV.

modeled on the Anglo-American corporate model as opposed to the continental European
form. Internal organization, in other words, was a prerogative ofChamber organizers
with no state involvement or appointment. The KCCI was an autonomous organization.
The by-laws stipulated that the primary purposes of the Chamber were: '~Registration of
merchants, industrialists, companies and establishments, and updating ail information
related to them according to the latest changes and modifieations....Endorsing the
authenticity of the merchants, industrialists, or their representatives' signatures....
Receiving commercial complaints whether from the members of the Chamber or their
counterparts and acts towards settling the commercial disputes and pursuing the members'
rights....Receiving commercial, industrial and investment delegations and circulating the.
news to interested members ( companies, establishments or individuals ) for preparing
meeting schedule, together with a special informative file for each delegation....The
Chamber voluntarily presents its viewpoints and proposais about all matters related to
economic atTairs, whether in the form oflegal drafts, deerees or regulations."
Aside from these tasks, the by-Iaws also established voting rules. Rules on who could
vote were simple: the entity voting was actually the company or license registered with the
Chamber, therefore, the signatory of the registration was the specifie voter. Since each
registration with the Chamber has one vote, subsidiaries and branches of companies once
registered eould also vote. The registered entity must he a member for at least for one
year and have paid up ail registration fees. Rules governing those who can run for the
executive board stipulated only that the person be 25 years old if a college graduate, 30
years old if not a college graduate. and a member in good standing tor one year.
The tirst executive board established six. permanent internai comnlittees headed by
executive board members: Taritls Commiuee, Merchant Arbitration Committee, The
Library, Research and Studies Committee, Magazine Committee, and the General Support
Commiuee.
KCCI finances were primarily drawn trom memberslùp fees, whieh were dependent upon
the type of registration (agency or joint-stock company, for example) and one's capital.
AIready however, the first board signalled its intent to invest KCCI finances to generate.
revenue independent of membership fees. As weil, the first staffof the KCCI was drawn
from the offices and companies of executive board members. The establishment of the
KCCI was a collective effort by asi1 merchants.S6

•

The tasks of the KeCl were nothing novel. Il functions were quite sinli1ar to other Arab

Chambers: intbrmation, lobbying, and arbitration. These tasks were important (to the business'

community and to state economic policy) only in the light of continued e1ite cohesion at the

S6 AI-r""rir al.Sallawiyy, Ghllrft'I Tijiral ...a Salli"' ,,/-KlIwaü, 1961 [Year1y Report,
Chamber ofCommerce and Industry Kuwait]; Al-QiJIIIII wa a/-Nii:inl, Grilla' TijiJoal "'a a/­
Sana 1a/-KlIwail [By-Laws and Rules of the Kuwait Chamber ofCommerce and Industry], 1993.
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Chamber. A central argument ofthis study is that the by-laws helped ensure elite cohesion over

time. ln the 1960s the eftèct ofthese by-laws was not yet apparent since the membership ofthe

Chamber was small (see Table 6, appendix). At this juncture, what is notewonhy is that the

establishment of the KCCI gave asil merchants a ready institutional base with which to panicipate

in the politics of the new state.

The cabinet crisis and Il,e N"liunal Âssell,bly

The 15 elected board members (see Table 10, appendix) were the leading asil merchants.

aIl of whom had extensive experience dealing with state ofticials and the royal tàmily. Abdul

Aziz Al-Sagr, the first President and youngest son of the chaimlan of the 1921 Couneil, emerged

as the most dynamic of the young merehants. Politically astute, al-Sagr's leadership gave KCCI

policy labbying a distinctive advantage. ~loreover, the institutional cohesion orthe KCCI

pravided an early palitieal base lor al-Sagr's activities.

As the tirst president of the KCCI, al-Sagr was an excellent choice. Not only ~as he from

one of the leading asil tàmilies with a rich politieal history, but lùs personality would help eam

allies autside the merchant community. His leadership has been a key idiosyncratic variable in the

KCCl's success aver the years. ln interviews, AI-Sagr is often likened ta George Washington~ bis

opposition to al-Sabah policies is weil known, but bis loyaJty to Kuwait is unquestioned. British

ofticials identified al-Sagr's profile early, commenting: hAbdul Aziz al-Sage always talks with

moderation and authority.,,57 Al·Sagr's role within Kuwait's tirst Cabinet and tirst Parliament

carved a prominent raie for the KCCI.

S7 R~corJs ofKI/wail, J ollln'~ J, p.284.
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ln 1962 the Emir formed the first Kuwait cabinet. The ooly non-royal farnily members

were three KCCI board members: al-Sagr (Public Health), al-Nisf (Social Aftàirs and Labour),

and al-Khalid (Justice). There were two interconnecting disputes that led to the cabinet crisis.

First, sorne opposition elements in the new National Assembly objected to the presence of

merchants in the cabinet as a violation ofarticle 131 of the Constitution banning government

service while operating a private business. These elements were aJso joined by al-Sabah loyalists

upset about the loss of positions on the cabinet. Second, asil merchants close ta KCClleadersrup

c1aimed that al-Sagr had received a pledge from the Emir to appoint four merchants to the

cabinet. Sil Theretbre, while some Parliamentarians protested over the appointments, al-Sagr and

his colleagues protested over the unfulfilled pledge. KeCI merchants had linle popular suppan in

this case. The Emir, overseas al the time. returned to accept his Cabinet' s resignation and appoint

replacements tor the merchants.s'J For the KCClleadership, trus was a tinal straw in a series of

events depriving them of public institutional representation and leadership. lt made the presence

and success of the Chamber even more imponant~ it was their ooly institution and a venue in

which they could mediate their own interests and conmlurucate thenl ta the state. 6O There wauld

be future appointments of KCC1members and allies to Cabinets and public comparues to be sure,

but these were rightly viewed by asil merchants as transitory state giftS.61 Such appointments

SI Interview, Yousef bin Nisf, Kuwait, 9 April, 1996.

S~ Crystal, Oil and Pu/ilies, pp.86-87.

60 Interview. hin Nisf.

61 ln the remaining Cabinets of the 19605, there were roughly live postings ofKCCI
members ar allies. The imponance ofthe5e postings to KCCI influence will be discussed later.
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could come and go, but the KCCI was independent and reliable. The National Assembly offered

another venue to test the leadership of the KCCI.
.

In January 1963, Kuwait held ilS first elections for the National Assembly (the term

Parliament will also be used). Given the lively history of the Majlis movement, the politics of the

National Assembly did not disappoint. Al-Sabah intentions were clearly to use the new venue tO •

secure allies and punlsh opponents. For the opposition in general, and KCCI leadership

specitically, the Assembly allowed a new venue of pressure and policy panicipation. The task was

to press tbis access and expand it whenever possible. Asil merchants, primarily responsible for the

genesis ofan elected assembly, would play an imponam raie in the early Parliaments.

The powers of Parliament in newly indepcmdent Kuwait were diftèrent trom the 1938

lVlajlis. While the 1938 Majlis generated and passed legislation on ta the emir for approval,

Parliament could only accept. amend, or reject legislation submitte~ by the Prime ~1inister.

Parliament was thus a consultative body, not a legislative one. Il was nonetheless imponant,

because lobby etfons to inilucmce laws could take place on two levels: tirst within the Prime

Minister' s cabinet and then, if passed on ta Parliament, with Parliamentary conunÎttees. The

extent of these powers would be tested and altered over lime, but the essence of consultation

instead oflegislation remained. Voting was restricted to male citizens and was divided among ten

electoral districts, each electing tive members to Parliameot (for the period 1963 to 1975).62

Three of the original ten districts (Hawalli, Qiblah, and Kayfan) could be described as mostly

merchant~ but the rest contaioed mixed populations (asil merchants~ bedouin, Shia~ and so on).

This districting atTorded KCCI eliles solid representation across districts.

62 Gavrielides, hTribal Democracy," p. 165.
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Accordingly, the KCClleadership enjoyed two advantages in early Parliamentary

elections. Ficst, campaigns to Parliament traditionally took place through the Jiwalliyya, a

traditional men's forum for discussing political and social issues. Candidates, or groups of

candidates, generate support by hasting or visiting prominent diwaniyya sessions to discuss their

positions. KCCI candidates (executive board members or affiliated individuals) hosted inter- ..

connecting sessions in their voting districts ta encourage block voting. In other districts, lone

KCC1candidates benetited l'rom covert funding 1'rom other merchant districts to enhance their

diwaniyya canlpaigns.63 The eohesiveness ofthis strategy was aided by the institutional anchar
.

the KCCI provided. Executive board members had gone through their own eleetions, and hence,

a smaothly working hierarchy was already in place. This organizatianal strength was augnlented

by not-sa-covert tinancial incentives tor voters. Payments by KCClleaders (this applied tor al-' .

Sabah as weil) tbr votes also contributed to their elecloral success. Second, KCCl elites benefited

because oftheir lingering perception as the national opposition in the wake of the 1938 ~lajlis.

Other groups (5hia, Islanlist, and bedouin) had yet to strengthen their own organizationaJ and

political bases. Consequently, assemblies orthe 19605 and in to the 19705 marked the heyday for

KCCI intluence in that body.

ln the tirst Assenlbly (1963-1967), there were twemy-two KeCI members or allies elected

63 Fron1 the first Assembly political parties have been illegal in Kuwait. Instead, loose
groupings have developed. Merchants of the KCCI have generally allied behind the National
Block, led by Ahmed AI Khatib, a physician turned career politician. Since aU candidates are
technically independent, the Kuwaitis have evolved a ratber complex suppon scheme for allied
candidates. For example, sorne candidates are ovenly a1lied with KCCI interests, while others .
may be suspected ofan alliance. This has been true for [slamic groups and for pro-government
candidates as weil.
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out ofa total of fifty total representatives.M Four of the twenty-two were KCCI board members

including, Abdul Aziz al-Sagr, who was elected as the first speaker of the Parliament. Though"

political parties were illegal in Kuwait, the merchants allied themselves behind a front ofNasserite

nationalists (The NationaJ Bloc) headed by Ahmad al-Khatib. The reaJ force, however, was al-

Sagr, whose role as President of the KCCI, former Cabinet member, and Speaker ofParliament

indelibly tied mainstreaJn opposition in Ku~ait to the elites orthe KCCI. However, by 1967

another crisis erupted, signalling the beginning of the decline ofKCCI power in Parliarnent.

From its inception, merchant opposition tocused on three non-economic demands:

National Assembly eleelions without governrnent pressure,6S reduction of the votiny districts from

ten to two, and cancellation of Article 13 1of the Constitution banning governrnent service while

engaging in private business. In the year leading up to the second Parliamentary elections, al-S~gr

and the merchant opposition openly campaigned tor these reforms and boycoued governmem

tùnctions. ln those eleetions, the merchants and their allies lost ten seats. ln January 1967, al-

Sagr resigned as Speaker of the Parlian1ent. bO This would be the last government or Parliament

position he would occupy. Al-Sagr had tàiled to change govemment policy on non-economîc

issues ofpolitical imponance to the merchant community. lt was a teUing lesson. Qnly rarely in

the future would the KCCI directly push for non-economîc issues. Despile losses in the Cabinet

and Parliament, the KCC1still achieved significant lobbying successes in the 1960s.

~ CaJculations taken from data provided in, Gavrielides, "Tribal Democracy."

65 Just as opposition elements furnished waJk around money for votes, sa ta did al-SabaJt
supponers. This was what was referred ta as upressure" by the merchant opposition.

66 J'he Arabioll P~'IÎII~lIlaalld Jordan, lè.:ollomisl/lllelligellce Ullit (E/U), Qllarlerly
~(;u"o'nic Reviews, No. 1(1968), pp 7-8. Referred to subsequently as ElU.
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Internill col,esion and successfullobbying in the 1960s

ln the first decade of its existence the KCCI solidified its 6wn internai cohesion by

institutionalizing commercial relations among asil elites. This organization strengthened the KCCI

as a foundation through which asil merchants could express opinions on national economic poliey.

and influence the country's founding economic laws.

Though tbis study tocuses on the business association as a lobbying agent, merchant

organization also served other purposes. Hence, an important corollary to the KCCI' s successful

policy intluence in the 1960s was its ability to quickly organize its own members and eliles. This

coordination was manifest in (Wo principle areas. First, as mentioned previously, in the 19505 and

especially in the 1960s impans to Kuwait rapidly expanded as consumer demand blossomed.

Fronl 1955 to 1960 impons more than doubled from 33.7 million Kuwait Dinar (KD) to 86.4

nlillion Kn.b7 A British cansular dispatch in 1961 described trus situation:

Kuwait has ta impon tor its living every item...People have plenty of money ta spend
and while they can buy luxuries only once in a while the necessities aflife have ta be
purchased everyday. The result is that luxuries are camparatively cheap, the margin of
profit charged varying trom 25 to 100 percent.6I

Merchant elites at the KCCI grasped the potential for profits. In ilS first year ofexistence, the

KCCl moved quickly ta centralize trade around the executive board. KCCI board members

organized licensing and impanation nlonopolies among themselves around classes ofgoods,

arranging which tbreign producer would he represented by wruch Kuwait merchant.69 Though the

67 Khouja and Sadler, 1ht! E"OIlOlllY ofKliwail, p.5 1.

6. Rt!"orcJs ofKliwait, rO/lime -1, p.781.

6!1 Ibid, p. 784; and Interview with Jassem Al Sadoun, Kuwait, 5 March 1996.
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KCCI's legal involvement in approving import licenses would not come until the 1964

Importation Law, by 1961 the KCCI already played a significant role regulating imports ioto

Kuwait.

A second type of internai collusion involved bidding for state contraets. After British

tirms were expelled in the 1950s, state work projects went exclusively to Kuwait contractors and

their foreign panners. Just as arrangements among KeC! elites organized impons, similar

arrangements c1early impacted public contraets. Merchant elites divided up the work depending

on the type ofcontract--i.e., road building, pan tàcilities, public buildings, and 50 on. 7U Again,

similar to impon regulations, the KCCI' s legal management of public project Iicenses would be

established later in the 19605. While public works and impon collusion may have hampered

economic competition~ the point is that this collusion tàcilitated leadership cohesion at a key point

in the KCCl's early history. The success ofKCClleadership collusion was retlected in the case

with which the KCCI took ovcr cases ofmerchant arbitration in the early 19605. Kuwait's legal

system was still in its intàncy, and consequently, there were tèw procedures to adjudicate

merchant disputes. The KeC1arbitration conmuttee tilled tbis void by ruling on 5uch cases. 71 lt

proved so successful that the state rarely interceded in such cases in the future. ln a period in

which Kuwait' s founding economic laws were being debated, the potential for conflicting

merchant interests within the Chamber had been a11eviated. By compromising among themselves,

KCCI leaders were better able to lobby collectively on the coming economic legislation. This

70 British consular complaints of tbis fact were common. See, Rec:ords ofKllwail. ~ a/un,,!
-1, p 621.

71 Ibid., p. 786.
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torrn of collective organization (action) would resurface as a useful tool ofKCCI leaders.

A basic therne of KCCllobbying in the 1960s was the desire ta avoid the unregulated

public spending and development decisions of the 19505. Periodic econom.ic downturns in the

1960s reinforced the conservative approach by KeCI leaders to increase state supervision and

legal regulation over economic issues, while at the same time restricting state budgetary growth

(and ~nsuring mc:rchant invèslIllc:nts protited). This situation confirmed an oid argument that tree

markets are built on a degree of state controllregulation and precipitate struggles between ruler~ .

and merchants. 72 Thus, in an odd twist, Kuwait' s leading capitalists in the 19605 were actuaJly

lobbying tor more, not less, regulation in the new rentier economy. Their specitie target was the

eountry's tirst economie laws.

Historical details of the KCCI's lirst lobbying moves are not complete. 1t was evident,

however, that the aim of KCClleaders was not ta repeat development patterns of the 19505.

British records l'rom the period frequently reeount complaints by leading merchants (and the

British advisors) over wastelùl development spending and arbitrary development decisions. 73 The

institutions asi! merehants were pushed out of in the 1950s (i.e., the Development Board)

centralized many of the development schemes and distribution of oil monies. While it is true, thaf

through trus haphazard process asil merchants increased their collective wealth, their concem was

deeper. Through arbitrary, unplanned development spending, royal tàmily members benetited

greatly, a110wing sorne an entrance into private businesses, a violation of the unwritten pact

72 Kiren Aziz Chaudhry develops a line ofthis argument in, "The Myth orthe Market and
Late Developers," Polilics &Society, 21 (September 1993).

7J Re"orcls ofKIIH'uil. 1uillme -1, pp.664-65, 67, 161, and 646-647.
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between ruler and merchant. Moreover, uncontrolled spending tIu:eatened to ereate new

merchants to rival asil power. Consequently, leading merchants concluded that "keeping the

arbitrary power of the [royal] tàrnily in check...provid[ed] the administrative stability wbich they

recognize as being necessary for their prosperity.,,7-1 By lobbying to influence Kuwait's new

economic laws and pushing for better planrung, KCClleaders saw an opponunity to submit Sabah

development decisions to a bureaucratie and political routine (hey could b~uer influence.

Four economic laws developed in the 1960s best represented the KCCI' s lobbying

strength and influence: The Comparues Law No. 15/1960, The Conunercial Agency and

Commercial Representatives Law No. 68/1964, The Law Governing Public Tenders No. 37/1964,

and The Industrial Law No. 6/1964. lndividually and collectively, these laws directly benetited

KCCI elites in several ways:

1. The establishment of commercial entities was restricted to Kuwait nationals. Foreign
partnership was allowed but it could not exceed 49 percent of total capital. Tbis in effect
sealed oft.. the Kuwait market to foreign domination and allowed monopoly arrangements
hammered out within the KCCI to endure.

Il. Any entity wishing ta impon goods inta Kuwait or bid on lucrative state contracts must
annually register with the KeC!. In line with similar mechanisms in other developing
countries, the state was effectively extending public regulatory pawers to a private
institution~ tbis was in other words a form of quasi·corporatism. It was an imponant step
toward the goal of regularizing development spending and economic activity within
Kuwait. Dy playing a role within the licensing framework for important sectors (trading
and public works), the KeCI could belter track and manage that market. Licenses could
either be quickly processed or delayed. WhiJe tbis was not an absolute power (final
approval came from the Ministry ofCommerce and Industry), it greatly aided monopoly
arrangements arnong asil merchants. Furthermore, the regulation meant that every year
the largest traders and businessmen in Kuwait would jaïn the KCCI. State law, thus,
reinforced the exclusivity of the KCCI.

iii. The lndustrial Law specifically established a precedent that would greatly facilitate
Chamber lobbying in the future; an lndustrial Development Committee was created within
the Ministry of Commerce and lndustry. This committee had mne members, three of

U Rl!cords ofKliwail. J. v/unie 4, p.64.
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whom were appointed by the KCCI. Ils tasks were to review applications tor industrial .
companies and, more importantly, award various tax breaks and incentives ta stan-up
industries. By securing representation on tbis committee, the KCCI had succeeded in
further regularizing state-business relations while gaining an important, legal conduit for
information. In sum, these laws created important mechanisms for KCCI involvement in
policy formation and market control.7S

While these changes were important at the ministeriaJ level, econonùc policy remained the final

prerogative of the Prime Minister and ms Council of Ministers. When KCCI elites were

appointed as Ministers, the KCCI could benetit trom such access, but this was ad ho(.' and cJearly

used by the al-Sabahs as a tool of reward and punishment. Because a primaI)' concern of KeCI

elites was to improve general econonùc planning, the Keel became an early supponer ofa

revamped Planning Board after independence. Al-Sagr and his top board members (Fulaij, al-

Nisf, and aJ-Khourati) directly lobbied the Emir to establish a more institutionaJized planning

ln 1962 the Emir announced tbrmation of the Planning Board, which in addition to various

l\linisters induded tour members appointed by the KCC[ (but approved by the Pl\'I). [n line with

KeCl prerogatives then., '·the planning process itselfbecanle institutionaJized to ensure social

stability through rationalization of the allocation ofoil revenues.,,77 Though the mandate of the

board was "the tormulation of the generaJ economic and social policy, and the establishment of

development programs and supervision of their implementation," planning in Kuwait never really

became entrenched. Budgets were reviewedt suggestions made, but in the heady days of the

75 Thl! Officitl' Ga:I!III!, various years.

76 Interview, al Nisf.

TI Ismael, KUH'ait: Sud,,/ Changt!, p.l 34.
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1970s~ planning goals were tàr surpassed by ail rents and their political distribution. Still, a

regularized board at the level of the Prime Minister with KCCI participation marked an important

precedent. While the Planning Board may not have been a decisive arbiter of economic policy, it
.

was a venue for the KCeI and provided a high-Ievel conduit of information. For its pan, the

KeeI took the board seriously and assigned only its highest ranking leaders ta il. Consequently,

a mission from the International Bank for Reconstruction and Development to Kuwait in the early

1960s concluded that ~·private sector members [afthe Planning Board] are very intluemial.,,711 hi

eonsidering these lobbying successes, however, several caveats are necessary.

First, there are strong indications that state pretèrenees regarding the Planning Board and

the new laws were not substantially ditlèrent from the KeCI. The core issue \\as greater

accauntability (and access) in economic poliey versus greater tlexibility on the pan of the Sabahs

ta continue ta dispense economic patronage. But, new ecanomic laws \\ere needed, and the

extent to which the KeCl achieved legalized routines in economic. developmem cannat be said ta

have altered the locus ofeconamic decision making or signiticantly impaired al-Sabah tiscal

independence. So~ on the one hand, asil merchants had actually regressed tram the near success

they had in 1938. On the ether hand~ however~ given the ad hoc nature of economic developme~1t

in the 1950s and given the financial realities of a rentier state~ the KeCI had made progress by

influeneing the creation ofa bureaueratized eeonomic decision-making machine in the 1960s.

These were inlponant lobbying successes despite the tàet that aven state opposition did not haye

to be overeome.

7. Th~ Ecollolllic De\'e/uplllelli ofKllwail. k/issioll Repor/~ International Bank for
Reconstruction and Development (Baltimore: The Johns Hopkins~ress, 1965), p.99.
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Second~ the role of Parliarnent in lobbying was generally insignificant. Merchant control

of Parliament was at its height in the 1960s. but there were few legislative tights aver domestic

econooùc policy in the 1960s. tvlerchant opposition figures instead pursued larger issues regarding

oil concession deals, Arab nationalism, and fareign relations. From interviews, it was apparent

that the majority of the initiallobbying took place through intormal meetings aIllong state leaders~

the emir. and KCClleaders like al-Sagr. However, once structures like the Planning Board and
"

the ministerial committees were in place~ a greater emphasis (though nat exclusive) would be

placed on the KCCl's institutionalized access as a venue tor lobbying.

Tbird, As the KCCl began to assume its institutional identity in the 1960s, it initiated an

.
imponant mechanism tor future lobbying. annual economic repons. Because the Chamber

quickly created and staftèd an information and research depanment--tèd by intàrmation acquired

through its access--it could produce protèssianal studies and economic analyses. By 1968, annual

economic repons issued through the KeCI in the name of aI-Sagr became important bellwethers

tor the status of Kuwait' s econonlY. 79 These reports were sophisticated means through which the

KCCI voiced ilS approval or disapproval of state policies, coupled with suggestions for policy

changes. The eHte protile of al-Sagr and bis board supponed by the organizational assels of the

KCCI gave these repons their intluence. In combination with annual repons from the National

Bank of Kuwait (NBK, controlled by KCCI elites) and the eventual creation of the AI Qabas

newspaper in 1970 (also controlled by KCCI elites), the Chamber~t at the center ofan effective

media network to compliment its other lobbying tactics.

79 ElU Repurt. The! Arl.lbiall Pellill.sula andJorda", No. 1 (1968), p.9.
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2. BUiLDING STATE AND ECONOMY: THE HASHE~IITES,THE BRITISH, AND
THE Ace

This section covers Jordan for the sarne time period, 1920 to 1970. Sinular thernes as ~

with regard to Kuwait are pursued, albeit under sorne contrasting historical and political

circumstances. The core ofJordan's merchant elites emigrated to the cities ofTransJordan,

established their Chamber early on, crafted dose relations wilh pO!ilical aUlhority, and eventuaily

profited l'rom those political arrangements. Like Kuwait, development of the Jordanian state

closely tbllowed rentier patterns. Unlike Kuwait, the British raie was more intrusive, and elite

merchants did not share the unique political and social relationship with their monarchy, the

Hashemites, that was evident in Kuwait. These differences notwithstanding, tbis section finds that

there existed sinlilarities in palterns of state developnlent, Chanlber organization, and early

lobbying success so that the early trajectories of each business association \'''ere quite comparable.

ln the 1960s, this trajectory was protbundly impacted by the adoption ofcompulsory membership

and inclusive voting rules in the ACC.

"Strtlngen w;tl, cupitul: ,"u the fint Il,erchunts

Emir Abdullah Ibn Hussein and Jordan's tirst merchants were both strangers to a new

land. Merchants trom Syria and Palestine emigrated to the cities ofwhat would become knowo' as

TransJordan in the waning years ofOttoman rule. The establishment of the British mandate in

1923 satisfied both British regional designs and Abdullah's desire for a throne. Already

10 Quote taken from a British observer describing merchant emigrams to the city of al Salt
in 1867. Cited in Mustafa B. Hamarneh, Social and Ecollonlic Tralls/ormel/iull of TrallsJorda;,.
1921-19-16, (Ph.D. Dissenation: Georgetown University, 1985), p.95.
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established, Jordan's merchant elite founded the Amman Chamber ofCommerce in 1923. A brief

review of the early merchants and their social position provides an introduction.

Previous to the British mandate, TransJordan was consideted a southem province of

Syria. In comparison to its northern neighbour, the area ofTransJordan was vinually pre-

modern. Well-armed but poor. semi-nomadic tribes dominated the region, making long-distance.

trade a risky and intrequent endeavour. Cilies were small and underdeveloped. The largest in the

19th century was al Salt (around 20,000 by 1920) followed by Irbid, Jerash. and Kerak. 1l1 The

history of Jordan's modem merchant class began in the late 19th century ~ith the extension of

Ottoman garrisons and the Hijaz railway to the area.

Attracted by the incn:ased security, merchants from Nablus and Oamascus enùgrated to

Salt, Irbid and eventually to Anlman."! These tàmilies would foml the core of Jordan's leading

merchants. Among sorne of the earliest and most prominem were the Astour and t\lanku tàmilies,

who moved to TransJordan trom Nablus in the middle of the century. Yousef Astour \\<ould be

the tirst president of the ACe, and Hamdi ~1anku would follow as an imponant board member.

Al Saudi, Bauiktù, Shuqayr, and Shurbaji. aIl Syrian merchant families, also moved to

TransJordan and served on the tirst boards of the ACe (see Table Il, appendix). Later, fleeing

politicaJ turmoil in Damascus, the Tabba and Bdeir families established trading concems in

Il Ma'an Abu Nowar. The His/ol)' ofIhe Ha~"helllile Killgdom ofJord,,,,. JO/lime /: Thl!
Crt!alioll and Deve/op/"I!Il' of Trallsjordall: /920-/929 (Oxford~ UK: Ithaca Press~ 1989), pp.25­
27.

loZ Until the 1930s. Anullan was not considered among the -major urban areas of
TransJordan.
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TransJordan.13 ln the 1950s and 1960s, serving as presidents of the ACe Subri Tabba and

Mohammed Ali Bdeir contioued the trend of elite merchant control. While the immigration of

merchants ioto TransJordan was hardly unique tàr the region (after all, sorne asil merchants of

Kuwait came from Iraq), trus tàct did have tbree unique implications for the political-economic

tùture of Jordan.

First, a dominant them~ in Jordan ~ s history has been the division between indigenaus

TransJordanians (those with East Bank tribal ongins) and thase Arabs (mostly Palestinians) who

came ta Jordan as refugees. While there is continuing debate as ta the relevance of this division,U

there is Iittle doubt the evolution of the merchant c1ass and merchant elites were one of its tirst

manitestatians. Social perceptions of merchants in pre-mandate and mandate TransJordan were

not positive. There was liule tradition of commerce anl0ng the semi-nomadic TransJordanians.

The Palestinian and Syrian tàmilies that did emigrate came from urban areas with strong

commercial backgrounds where the status of the merchant was more positive. Though sorne East

Bank notables eventuaJly nloved into commerce, by and large, TransJordanians avoided il.

[nstead, East Bankers canle to tàvor public sector service and the military.

This fundamental social division closely tblJowed a second implication. The tbreign

.3 Interview with Hamdi al Tabba, 27 June 1995, Amman; Interview with Mohammed
Astbur, 24 May 1995, Amman~ and Abia Amawi, SUIII! and C/ass ill TransJordall: A SlluJy of
Siali! AUIOIIO'''Y (Ph.D Dissertation: Georgetown University, 199j), pp.390-394.

,,0& This debate is most pronounced among Jordanian intellectuals, most notably Tariq Tell
and Mustafa Harnarneh. The debate proceeds roughly in this manner: Arguments from the latter,
stress the important role both British colonialism and the influx ofPalestinian refugees have had.. .
on shaping astate (TransJordan) that was essentially a created entity. The former position
stresses instead that TransJordan did possess pre-state loyalties (rooted TransJordanian tribal and
peasant affiliations), but tbis nascent identity was preempted by Hashemite rule. Palestinian
influxes are viewed as secondary in importance.
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character of the nascent merchant community gave the future Amman Chamber ofCommerce a

similar profile. Throughout its history (and for many social institutions in Jordan) the Chamber-of

Commerce was perceived as a Syrian, and later Palestinian, institution. While this distinction

would seem to be a disadvantage within TransJordanian society, foreign origin was actually an

advantage in ways similar to Kuwait. These early merchants formed a c1ose-kmt community, in

one: re:spèct, which facilitatèd intc:rconnecting social and financial arrangemc:nts. Foreign origin

drew these merchants together and made collective action easier. Though Jordan's elite

merchants did not have the experience of early institution building as in the case of Kuwait,

Jordan's first merchants nevertheless demonstrated their cohesion by organizing intormally. One

such organization, jutlli}')'ui ul-lhultuha (Society ofThursday) was composed ofChamber

leaders and was set up to tàcilitate discussions and action on political and economic issues. liS

Sinlilar to merchant diwaniyyas in Kuwait, this society served to reinfarce intra-merchant

comnlunication and social ties.

Third, similar ta Kuwaiti merchants l'rom Basra, Damascene and Palestinian merchants

greatly expanded trade in Jordan. Because oftheir ties with regional trading eenters, Jordan's

position as a commercial center gradually increased. In addition to tbis trade, TransJordan's new

merchants enriched themselves in another manner similar to their Kuwaiti counterparts.

As in Kuwait, land provided an important early source ofmerchant wealth in Jordan. This

becanle most apparent in Kuwait and Jordan during the boom of the 1970s. As real estate priees

soared during the boom~ merchant land tracts in Amman and Kuwait City generated tremendous

IS Amawi. S',,'e and Cluss, p.513-514.

121



rent revenue. 1l6 However, even before the mandate period, Jordan's first merchants built their

wealth through land acquisitions. While trade in TransJordan was..still in its infancy, Palestinian

and Syrian merchants tumed ta money lending. When urban borrowers could not repay these

loans, money-Iending merchants simply took land in retum. In the towns of Kerak and Salt, tbis

process accounted for the expansion of merchant landholding in the period betore and after the

British mandate. 1l1 Indeed, the issue of landownership provided the tirst rea1 point of contention

among merchants, nlandate authorities, and King Abdullah.

A central implication emerging l'rom these points was that TransJordan did possess a ~

distinct merchant community that was already expanding and securing a donunant economic

position. 1l1l The best proof of the established status of these tirst merchants was the toundation of

the AJnman Chamber ofCommerce in 1923, nlore than tbny years before the establishment of its

Kuwaiti counterpart.

Organi:.ution Qftl,e ACC

Records regarding the establishment of the Chamber are modest. However, there is

sutlicient evidence to support a good description ofthe early Chambers. In August 1923 the Law

116 The subject of landownership is another interesting sirnilarity between these cases. In
Syria, Iraq, and Egypt, a landed elite predated state formation. In Jordan and Kuwait a landed
elite was created through state development. Merchants (not tribal shaikhs as in the latter cases)
became the landed elite. See, Gabriel Baer, ~·Land Tenure in the Hashemite Kingdom ofJordan,"
Land Ecollomk's (August 1957), pp. 194-195.

'7 Hamarne~Social,,,," Economie rra"~formalio", pp. 87-88~ and G.F. Walpole, "·Land
Problems in TransJordan," Royal Cellira/ AsiaJI Socif!1y (July 194'1). pp. 59-60.

1. Debates (HamamehITariq/Amawi) about whether tbis was "~a class-tbr-itself' miss the
point, that a merchant elite was historically evident prior to modem state formation.
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of the Chamber ofCommerce was completed by the new TransJordanian government, and in

November elections were held for a ten-man executive board. The organizational features

established at that time remained in effect until the early 1960s. In the way it was organized and

operated, the first Chamber was clearly the domain ofa small, tightly-knit merchant elite.
.

The impetus for the founding of the Chamber came trom two directions. First, pan of the

proposai to stan a Chamber came from Abdullah' s govermnent. Newly established, the

Translordanian government (staffed as it was by experienced Syrian and PalestilÙan civil servants)

desired to move quickJy toward establishing a greater role in the domestic economy. Following

the Chamber's tounding, Abdullah formed the High Economie Comnlittee within the Prime

Minister's cabinet and created the Depanment ofCustoms and Excise. lI
'J This historical tàct

supports pronunent theories (North. Tilly, Levi) about the relationship between state developme.nt

and revenue necd as a primary concem tor any nascent, state builders. Second, elite merchants

wanted their own association as a means to organize and register their businesses. By the early

1920s, a tinancial system began to take shape with the arrivai of the Arab Bank and the Ottoman

Bank. More available capital to tinance trade expanded capacity. The city of Amman was a

growing trade center in TransJordan by this time, hence, the Chamber was headquanered there.

AJso, O1any of the leading merchants had already come to senle in AInman. ln shol1, a critical

mass had been reached to organize intra-merchant relations. Because many of these merchants

came from Damascus, there was a desire to emulate that city's Chamber and its organization of

merchants. Finally, it was not difficult to agree on common institutional norms, since the elites

19 Ma'an Abu Nowar. The Hisloryoflhe Hashelnilf! Killgdam afJordan. Volu"'f! i,
(Oxford: Ithaca Press, 1989), p.228...229.
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shared similar origins.~ Evidence in tbis case funher contirms sorne of~'1ancur Olson's sub-

theses on collective action; that is collective action organization is made easier among

homogenous groups. More recent work on the cultural bases of social organization has been

done by Avner Grief,91 and while this research does not specifically examine what drove
.

merchants to form the type of associations they did, Greifs thesis suggests that cultural beliefs

may play a role. The collectivist society that TransJordanian merchants existed in may explain the

•

ease with which they organized 50 early.

As with the first KCCl, institutional organization was inlpOnanl. While the post-

independence legaJ parameters of the ACC wouJd be made law in 1949, the organizationaJ

tèatures were set in 1923.

. ,

-
l. The imponant organizational attributes of the ACC tbllo\ved the Anglo-Anlerican model.

It was an independent institution relying on membership dues tor its operating funds. Its
internaI features were the prerogative of the members, not the state. The early Chanlber
focused on two principal tasks. registering members and facilitating "member requests."
Members were registered by capital. Twice weekly, the executive board would meet to
discuss mutual concerns and prepare joint positions to present to the govemment.
However, there is no documentation revealing exact structures (i.e. the KCCI's arbitration
board) within the Chamber. According to interviews, the early Chamber was rather
unditferentiated, and given ilS snlall membership trus seems logical.92

11. Voting and representation rules were exclusive. Membership was voluntary tor merchants
and hence, like the KCCI, the initial ACe was in Olsonian terms not an encompassing
association. Members that did join, joined as individual merchants ranked in four
categories according to capital. Naturally, the top two levels were composed of the elit~.

90 Interview, Tabba.

91 Avner Greif, "Cultural Beliefs and the Organization of Society: A Historical and
Theoretical Refection on Colleclivist and Individualist Societies,n Journal ofPolilical EcollonlY,
Vol. 102, No. 5 (1994).

92 See Amawi, pp. 401-404; ACe documents: The Golde" Book: 50th AlIlli~lf!rsary ofIh#!
Amn"", L~hamb#!r ofComnler,'c!, 1973; Siji// ASlhma' al Tujjar, 1923-/927 [Registration of
Merchants).

124 •



•

•

The rules stipulated that only these two categories could nominate and vote for the 12
man executive board candidates. Elite control was thus ensured. Moreover, since total
membership did not exceed 100 unti.l1940 (see Table 5, appendix), elections to the board
were purely an elite affair. These merchants would essentially galher and agree among
themselves (prior to the election) who would sit on the next board. These crucial
regulations remained in effect until the early 1960s.93

Despite the paucity of records, it is c1ear the early organization of the ACC paralleled its Kuwaiti

counterpart in that elites were guaranteed control. This institutional foundation eased merchant

interaction with the state and tàcilitated key internai compromise among merchant elites.

The ,"undate period: l'tJU'tl, uf II rentier ~Iate Ilnd lire Il,e,chtlnt elile

The mandate was nalurally an imponant period ( 1923-1948) in the social and political

developrnent of Jordan. The task ofthis section is to place that imponance "ithin the context of

merchant-ruler relations and the nascent labbying ellons of the ACe. ~lerchant elites at the ACC

did targe close, intluential relations with King Abdullah and launched lobby initiatives directed at .

mandate economic policies. As well, since sorne mandate policies tàcilitated growing trade within

and through TransJordan, ACC elites were able to achieve a dominant position within the

economy and solidii)' their control of the ACC. ln general however, one should be cautious nat

10 overstate the impact of British calonialisnl. Sin1ilar ta the Kuwaiti case, British rule was crucial

because it introduced rents to the TransJordanian state, but beyond tbis, British interference in

merchant·ruler relations was not significant.

Most historical sources agree that British aims during the ~andate were geostrategic. ln

other words, British interests within TransJardan were focused on issues which could threatened

ClJ InterviewJ Hassan; and The Go/Je" Book.
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'..
to impact larger regional designs.!U Nevertheless, there is a therne in sorne of the Iiterature (akin

to Jacqueline lsmael's study of Kuwait) which argues Britain's ruJe profoundly shaped Jordan's

economic history. The following passage, with its implications for merchant-ruler relations, otfers

such an example:

Colonial economic policies introduced in Trans-Jordan varied considerably from those
introduced in other mandate territories. British economic policies during the entire
mandate period were deeply-rooted in and deternuned by British public security
considerations in the Middle East region. To use the words of Sir Alec Kirkbride, a
British official who served in Trans-Jordan for twenty-tive years, Trans-Jordan was
created to be a -buffer zone.' The entire British colonial machinery was al work to ensure
that the territory simply remain such. Foreign investment was discouraged, and thus no
influx of capital into the country took place. In fact British strategie and public security
considerations were such that one eoncludes that official British policy was to diseourage
foreign investment.9~

One could intèr from this position that British colonialism actually retarded and disadvantaged the

indigenous merchant elites. and subsequemly any relations bety..-een the ACC and the state tlowed

trom adverse colonial palicies. It is easy ta averstate this impact, and there are prablems wilh

this interpretation. In the tirst place. a comparative examination suggests that British economië

policies in Trans-Jordan were not considerably diftèrent than in other mandate territories.

Moreover, the idea that had British colonialism not existed or colonial policies actually allowed

tbreign investment, investmem would have tlowed into Trans-Jor4an stimulating a ditferent

development pattern does not seem plausible. Since modem Jordan (as weil as many other

developing states) has difficuhy attracting investment, how would Jordan of the 19205 have

94 Mary C. Wilson, Killg Abdul/ah. Brilai" and Ihf! Makillg ofJordan (Cambridge:
Cambridge University, Press, 1987).

9S Hamarneh~ Social 'll1d Ecollomic TraJl~fort"alioll, p.l S1.
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presented a belter investment?'JO With regard to the history of the ACC and merchant-ruler

relations, British colonialism did have an impact, but these etfects were a mixed bag, sorne

countered merchant concems, while others aided merchant organization. This did not depart

significantly from Kuwait's experience.

The 1921 mandate agreement between Britain and King Abdullah established the British

raie in TransJordan's domestic and foreign affairs. Ta support operations of the new state

institutions and to support the British-controlled Arab Legion, Britain gave TransJordan annual .

"grants-in-aid." Throughout the mandate period, this rem remained the single most imponant

source of state revenue, usually accounting lor 50 percent of total state revenues.97 The grants

also made for consistent issues of debate between resident British ofticials and Abdullah's

government. Typically, resident ofticials complained about Abdullah's expenditures. but

'JO This comprises pan of a larger debate about the aims and eftèct of \Vestem imperialism.
One argument is that Western policy in the developing world was primarily politically instead of
economically driven (in contrast to Marxist interpretations). See: John A. Hall, Pou'er~' &
Liberlit!s: The Causes and Consequences ofthe Rise ofthe ~Yesl (London: Basil Blackwell,
1985), pp.223-231 ~ and Raymond Aron, Imperia/ism and Capita/ism (Leeds: Leeds University
Press, 1959).

97 Calculation taken from Laurie Brand, Jordall's bUt!r-ArClb Rt!"lIioll~': lht! politic.:al
ecollo",>, ofa/liallct! mak;ng (New York: Columbia University Press, 1994), p.42. Reliable
statistics in this period until the 19605 are scaree (see Table 4, appendix). Moreover, documeÎlt
research found ditlèrent reponed aid levels from different RÙnistries (Ministry ofPlanning
conflieting with the Central Bank). Unlike Kuwait, where oil rent calculations were rather
straightforward (amount ofoil bought multiplied by world priee), aid in Jordan shifted by type and
was fungible year to year. Military aid, for instance, was not included in aid calculations, and its
presence eenainly freed up revenue to be spent in other areas. Also, aid disbursements arriving
near the end of the fiscal year were simply omitted trom revenue calculations. Under reponing or
incorrect reponing was probably due as mueh to weak state information gathering capabilities as
to national security concerns.
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nevenheless requested more funds to cover the shonfaJl.911 Thus, at its binh, TransJordan could

be considered a rentier state. Though this lessened the need to tax merchants, the grant system

did stimulate other points of leverage that ACC elites used.

Specifically, since Abdullah was forced to spend carefully under the scrutiny of resident

officiais, he sought other revenue sources. Merchant elites at the ACC were well-placed to

respond. There are several documented occasions of leading merchants providing ad hoc funds to

Abdullah.99 ln much the same way that Kuwaiti merchants supponed the al-Sabahs in the years

before oil, Jordan's merchants used this "d hoc: funding to forge close relations with Abdullah.

One leading ACC board member, Subri Tabba, met daily with Abdullah and frequently

approached him regarding commercial issues. At times, this raised British concern that the

merchants were gaining tao much leverage. 1UU Later in the mandate period, this relationship did

tàcilitate concessions from Abdullah' s government that greatly enhanced the position of Ace

board members. ln addition to shaping trus relationship, British grants had a cost .

British grants were premised upon the adoption of land and tax retorms to Cfeace a

domestic tax base. The intent was to replace various indirect Ottoman taxation systems with a

911 SeveraJ British resident repons contained these complaints: Rt!,:urtb ufJurJl.l1l lY19­
1925, 1a/unit! 2: 1923-1926, edited by Jane Priestland (London: Archive Editions, (996), pp.72..
73; and J.B. Philby, "'Trans-Jordan," Journal ofthe Royal Central Asiall Society, 10, Il (1923­
24), pp. 307-308.

9CJ During the Syrian RevoIt of 1927, ACe elites (Tabba, al..Shurabji, and Bdeir) organized
relief supplies on behalfofAbdullah for the refugees (Abu Nowar~ pp. 195-196); resident officiais
mentioned the presence ofother ad hoc fun~s, but were unsure of their origin (Records ofJordan,
Vo/unle 2, p. 102). Interviews with the sons of chamber leaders confirms that their ancestors
frequently gave Abdullah ~~unpaid loans" for bis personal use.

100 Amawi cites a repon from the British high commissioner to the secretary of state, 23
July 1921 in ~~State and Class," pp.409-413.
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more direct scheme. Beginning in 1927, the British conducted land surveys to develop data for

the tax. In 1933, the governrnent approved legislation on the Land Tax. ft applied a uniform 6

percent tax on specifie uses of land throughout TransJordan. lol Records from the time reveal tbat

sorne leading merchants anchored in the ACe strongly resisted the law to no avail. 102 This failed

pressure has led sorne observers to conclude that these new taxes confirmed weak mercham

intluence on the economic policies of the British and Abdullah' s government. IU3 However, the

outcome was more complex. l\'lerchant and landowner lobbying actually achieved a compromise

in the Land Tax. The overall tax burden to any individual"should not exceed the total amount of

the three replaced taxes [fonner Ottoman taxes that were being replaced by the land tax] by L.P.

lO,OOO."llU The law also benented big merchants in the Amman area because--in addition to

recognizing land gains made decades earlier through money lending--the registration and security

of land meant mongages were possible. Large nlerchants gained access to tracts of urban land by

linancing the mongages of smaller landowners. lUS Also, a compronuse \\tas implicit since

acceptance of the Land Tax resuhed in a signiticant weakening ofa new income tax passed the

same year.

This tax was levied against employee salaries but was premised upon merchants and

lUI A. Konikoff: TrulIsJO,.tit.IJI: Ali tè:ollolllic Sllrv~y (Jerusalem: Economie Research
Institute of the Jewish Agency for Palestine, 1946), pp.88-90; and G.f. Walpole, ~~Land

Problems."

lU2 Amawi, Siall! alld C,~'S, pp.283-289.

IU3 Hamarneh, Social "lld Economie Trall~fo,.malioll, pp. 162-165.

HU Official Gazelle, Number 384 (April 1, 1933).

lUS Walpole, "Land Problems," pp.58-59.
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shopkeepers providing detailed employee payment records. These records were simply not kept

on any large scale. Foreshadowing the intrusive weakness of the rentier state, the Ministry of

Finance did not bather to campel or audit merchant submissions. ~s a result, the tax yielded ooly

sorne L.P. 5,000 annually. HJ6 Given that the land tax ooly resulted in a 12 percent revenue

increase by 1946,107 the entire colonial project of enhancing direct tax revenue was not quite the

victory over merchants as is commonly assumed. Compromise on the tax issues only aHers

indirect evidence of the growing influence of merchant elites and the ACC. The tinal phase of the

mandate period (1938-1948) otlèred the strongest evidence of ACC intluence vis-a-vis Abdullah's

gavernment, and even the British authorities.

During World War Two, ACC members were able to take advantage ofnew trade

opponunities, enhance their Chamber' s economic role, and use the strengthened association to

black new government initiatives. By the late 1930s, local chambers had been established in the

cities of Kerak, ~Ia'an, Ajlun, and Salt. lU' However, the Amman Chamber remained the center

tor coordinating business activities and representing the country's merchants to the goverrunent.

The period witnessed a signiticant strengthening of the association.

Trade oppanunities in Jordan and the region increased significantly as a result of World

War Two. British authorities designated Aqaba as a primary impon point tor goods going not

only ta TransJordan, but to British mandate Palestine as weil. This placed Anunan's merchants in

106 KonikotI: Tralls.1urdtlll, p. 91-92.

107 Amawi~ SUI/#! and CILlSS, p.288.

10' Th#! HUlldbook ofP"If!~'lill#!, edited by Harry Luke and Edward Kieth-Roach (London:
MacMillan and Co., 1934), p.485.
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a pivotaI position to manage the increased re-expol1 trade with the cilies of Jerusalem, Nablus,

Hebron, and Bethlehem. Additionally, in order to deal with wal1ime shonages and rationing, the'

British established the Middle East Supply Center (MESC) in 1941. Through this institution,

colonial authorities regulated TransJordan's expol1s and imports. The MESC's trade regimes

tàvoured awarding semi...monopolistic importlexpon rights to guarantee supplies. 109 The eHte,

with their government contacts and regional trade links, were able to exploit the situation. The

control of impon/expon was located within the Depannlent of Customs, specitically with ils

British director, P. Livingstone. Executive board members of the ACC used their contacts with

Livingstone and Abdullah to steer trade concessions toward themselves. l1l1 The profits were

significant. ln one year l'rom 1940 to 1941, re-expons l'rom TransJordan increased by tive times.

Abia Amawi terms the recipicms of this windtàll, the "quota coterie."

The quota coterie ail shared sinùlar characteristics. They already had established trading
links. They were well...placed socially to take advantage ofquota allocations. They had a
head...stan in importing through the quota system. They were a cohesive group. They
controlled the chanlber of commerce. III

Of the thirty...one merchants Amawi identities as belonging to the coterie, twenty-four sat on, or

were related to, the executive board of the ACe l'rom 1935 to 1943. By securing these trading

rights, board members not ooly enriched themselves but augmented the capabilities and position

of the Chamber. Livingston and govemment ofticiaJs would suggest that foreign traders or

IIW Manin Wilmington, l'ht! AtlicJJ/t! Ero'1 Slipp/y Ct!IlIe!r (New York: State University of
New York Press, 1971).

IIU Interview with Mamduh Abu Hassan, former ACC board member, Amman 5
November 1996 and Tabba. Subri Tabba was an early and popular recipient ofthese concessions.

III Amawi, Sid/e! and Class, p.4S0.
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organizations contact the Chaolber for lists of potential importlexport partoees. Il:! Viewed

theoreticallyt Chamber provided information was a collective good that eased transaction costs.
(offorging extemaJ trade links) and benetited members' individual businesses. ln return, board

members opened facilities under Chamber control ta satisiY emergency storage needs for the

government. lU Members also used the Chamber t s politicaJ contacts ta secure travel documents
.

needed to fashion more extensive trading relationships. By the late 1940s the Charnber had

become the focal point for merchant self-regulation and collective action. Aside from managing

trade organization, the Chamber also took the lead in resolving intra-merchant commercial

disputes by hiring a company ta provide legal assistance. Il'' Riding this crest, Chamber elites

faced their first reallobbying challenge in 1945.

Given the tremendous increase in merchant capital from wanime trade, mandate oflicials

sought ta reimplernent the tàiled incorne tax trom the 19305. ACC leadership, of course, was

vehement1y opposed ta such direct taxation. ACC President, Subri Tabba, exercised rus clout and

directly appealed ta Prime Minister Tawtiq Abu Huda. Tabba succeeded in delaying the tax a

year by collecting the proposed tax amount trom ACC elites and tl:!rning it over the Minist1)' of

Finance. Colonial reports suggest this action not only angered British officiais but heightened

their fear that ·'the intluence of the business classes, as purveyors of financial credit, over the

112 Interviews Tabba and Asfour confinned that their tàmilies had established close
relations with P. Livingston, the colonial official responsible for imponJexpon licensing, and they
used trus leverage in conjunction with their influence with Abdullah to establish their coterie.

lU Al Sudiral, 7 July 1942,.Amawi, Slal~ aJl"C/as:~l, p.496

11.1 Amawi, Siall! ail" C/l.lS~·, pp.519-520.
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individual councillors [TransJordanian members of the appointed legislative assembly] is wide.,,1l5

ln the next year, government eflbrts ta institute the tax began agai.n, as did ACC resistance.

ACC elites mounted an impressive collective action campaign to derail the law including: a

general strike in November 1945 and arganization ofsevera! petitions and delegations to the
• 1

Prime Minister and Abdullah. 116 Despite these etfons, British advice and TransJordan's tinancial

needs won out. The law was passed. Still, lingering tear afthe ACC's clout tbrced British

officiais to suggest that the power of tax exemptions not be vested with the rvlinister of Finance,

where ACe intluence was suspected to more eftèctive, but with the Prinle ~1inister. As a singl~,

though notewonhy detèat, the income tax still contirnled the impressive development of the ACe

through the War period. With independence in 1948, the ACe faced a different type of political

authority. Now elites had to ~ngage a state in fornlation. Accordingly, as the new Jordanian state

expanded its control of the domestic economy, the ACC expanded its effons to shape that

intervention.

PuUlieal independence t'#ld "'f!rcJ'ant-~ltlle relal;lJn~

From 1948 to 1970 the crucial first stages political and economic development took place.

Rent, in the form of Arab and American aid, came to replace British grants as the leading source

of state revenue. By the 1960s state intervention in the economy was underway. The state

introduced measures to create distributive government institutions, encourage industrialization,

115 Ibid. p.517.

116 Ibid. p.520. Cited trom high commissioner repon to secretary of state, 1 October
1945.
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and initiale public investment in private companies. Experimentation with elected assemblies '.. •followed. Elements cfthese trends closely paralleled Kuwait during the boom. However, crucial

divergence did take place in this period. In the early 1960s, ACe elites undertook organizational

changes that eventually had far reaching consequences for its own leadership and lobbying

capabilities.

Jordan' s political independence trom Britain occurred in the comext of the first Arab-

Israeli War. The birth of Israel and Jordan's subsequent position as a trontline state made the

threat of war constant. Regional instability cominually impacted l.ordan's domestic poiiticai

arrangements. Two implications tàllowed. First and most ironicaUy, Jordan's position in the

region (bordering Syria, Israel, and Iraq) made the Kingdom imponant geostrategically. Whereas

Kuwait cashed in on its mineraI endowment, lordan cashed in on its geostrategic endowment. By

the mid-19S0s, British grants v.ere replaced by direct and indirect aid l'rom the United States.

From 1956 to 1966 the United States provided almost 50 percent of lordan's external revenue.

ln the period 1973 to 1985, Arab states provided over 80 percent ofthat aid. 1I7 Arab money,

predominately trom Kuwait and S&udi Arabia, followed as a result of Jordan's suppan of the

Palestine Liberation Organizatian and its role as a trontline state against Israel. ln the afiermath

of the 1967 War, Arab states at the Khartoum Conference pledged a renewal and increase of

10rdan's assistance. From 1959 ta 1970, foreign aid as a percentage ofGDP averaged 22 peri:ent

117 Fawzi Khatib, ··Foreign aid and economic development in Jordan: an empirical
investigation," in Po/ilics alld the Ec:ollonlY in Jordan, edited by Rodney Wilson (London:
Routledge, 1991 >. p.65.
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annually.llll While tbis level of aid did not approach the post-1972 boom, it was adequate to

support the various distributional aspects of a rentier state. Second, the 1948 War and the

periodic conflicts of the 1950s and 1960s pushed hundreds of thousands ofPalestinian refugees

into Jordan. By 1950, the population was three times what it had been in 1947. 119 After the 1967

War another 250,000 to 300,000 refugees emered Jordan. While inany settled in the \Ve5t Bank,

thousands more headed tor Amman. By the 1960s Amman was the commercial center tor bath

sides of the Jordan River. These waves also provided an intlux of new entrepreneurs and

expanded the domestic market. With new merchants and consumers, the Palestinian character of

the merchant community was confirmed. 120 This was reflected in the leadership of the ACC

where the presidency of Subri Tabba, a Syrian, gave way to the Palestinian presidency of Ibrahim

Manku in the 19505 and 19605. As the contours of the business community changed, slate

èxpansion and dèvelopment of the 19505 and 19605 would alter the relationship between state and

business.

Sinlilar to Kuwait, devdopment ofJordan 's state entailed construction ofa larger

government and greater intervention in the domestic economy. The two most important

economic ministries, The ~1inistry of Commerce and lndustry and The Finance Ministry, were

established in the 1950s. The ~1inistry ofConlffierce and Industry controlled import licensing and

1111 Khalil Hammad, "The Role of Foreign Aid in the Jordanian EcononlY, 1959-1983," in
The E"ollolllic: Deve/opnlelll ofJordan, edited by Bichara Khader and Adnan Badran (London:
Croom Held, 1987), p.17.

119 Khalil Hammad, "The Role of Foreign Aid," p.ll.

12U British situation report commenling on the new merchants, Recurcb ofJor""II, Ja/lInlt!
6, pp.571-572.
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approval of new business licenses (commercial and industrial). The Finance Ministry was the

bureaucratie tocal point for the two leading sources ofstate revenue: external aid and customs

duties. Recruitment ofcivil servants to staff the new ministries aIso took on imponant
'. ,

characteristics in tbis period.

While the majority orthe labour force remained anchored within the private sector

lspecifically the service sector), the ranks of civil employees began to grow throughout the 1960s.

Figures on precise employment are unavailable, but general estimates provide a rough picture.

Between 1961 and 1975 mililary ernployment (and related public securily) tripled. ln that same

period, civilian employment increased by only two-lhirds. 121 The greatest decline in employment

predictably occurred within the agriculture sector. As the waves of Palestinian refugees

produced scores of new merchants (small and large), East Bank Jcrdanians gravitated ta"ard

public sectar jobs, because, in pan, wages in the public sector were competitive. ~10st

importantly, these recruitment patterns tit the legitimacy needs of the Hashemite manarchy ta

tàshion a loyal civil service and a dependable military. Palestinians, desiring relurn to their own '

home, could not obviously salisi)' tbis requirement. This trend set into motion the hislorical

occupationaJ diftèrences between Jordanians of West Bank origin and those of East Bank origin.

State intervention inta the domestic economy followed.

Ta channel state capital inta selected industrial ventures, the state established the

lndustrial Development Board in 1957. The board was superseded in 1965 by the lndustrial

Development Bank (lOB). ln hand with the 1955 "Law for the Encouragement aflnvestment,"

121 Michael P. Manzur, Ee:onomie: GrowrlJ and Dt!ve/oplnelll '" Jorda" (Boulder:
Westview Press, 1979), pp. 108-IIS.
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which offered tax incentives, the tirst state policies to induce industrialization were in place.

Overall, these were moderate tonus of intervention since the initial capital of lOB was only 3

million Jordanian Dinars (JO). 122 The real focus of state intervention, as in Kuwait, was public

Învestment in or creation of senli-public (or shareholding) companies. Joint-sector ownership ..

centred on what became known as the "Big 5" companies. Four ofthese tive were established in

the 1950s. The Jordan Phosphate Mining Company began as a private corporation in the 1940s~

and by the mid-1960s the state had purchased over 60 percent ofits shares. Sioùlarly, the state

took over the Arab Potash Company by purchasing a majority share. ln 1956, the state

established The Jordan Petroleum and Retinery Company (JPRC) as a joint stock company with

private investors. State investnlent and expansion of these comparues progressed steadily until by

the 1970s these tirms accounted for a signiticant portion of employment and production in the

Kingdom. There was a political purpose to this large-scale intervention.

While taxation and protits of these companies were an important source of public revenue

(as in Kuwait), it is a mistake to assume state-Ied development tlowed solely trom economic need.

A comnlon tàllacy concerning late-late-developers was to assume that state investment was

necessary because indigenous capitalists either lacked the capital or the skills ta take up such

prajects. ln contrast, Albert Hirschman was observant enaugh in 1958 to argue "that whatlacks

in late-Iate developers is not the capital ta invest but the will ofcapitalists to invest. "123 Clearly~ a

key purpose of state investment was to buy-off economic eHtes. Once the state secured majority .

122 Raphael Patai, The Killgdom ofJordan (Princeton: Princeton University Press, 1958),
p. 109~ NJidJ/1! Easl Ecollonlic Dig~sl (MEED), 2 July 1965, p.30S.

123 Alben O. Hirschman, Th~ Stralegy ofEcollolnic D~\'e/opn'f!"l (New Haven: Yale
University Press, 1958)~ p.34-36.
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..
shares in the Big S, it could appoint most of the executive board. Therefore for instance. the first

board of the JPRC included two important ACC leaders, Mohammed Ali Bdeir and Ibrahim

Manku. Positions on such boards gave elite merchants advaotageous insight ioto government

contracts and future purchases. Additionally, shares held by either. board members or private

individuals increased in value as state investment increased. As in Kuwait, state investment

essentially equated more with pay-offs than economic development. A furthèf sinûlarity was in

the way the state used land to bind merchant elites to state largesse.

Supported by American and British aid, the East Ghor Canal Project \\tas launched in

1961. The goal was to irrigate thousands acres of Jordan Valley land to permit year round

cultivatioo. The project was al1110st identical to the Kuwaiti land purchase progranl. IH The stale

bought much ofthis Valley land l'rom merchants (ACe leaders who had amassed this land through

mortgages) at well-above market priees, and then distributed the irrigated land back to some of

these same merchants as a method of selective cooptation. L!S As Amman grew, another process

took shape whereby the state and the local municipality purchased land tor city expansion trom

merchants at high rates. l.!b Or, ta spur development, municipal land was sold to merchants at

weIl- below market value. This positioned merchant elites ta reap huge profits once the boom or'
the 1970s drave up real estate priees. For the merchants benefiting, the cast was, ofcourse,

politicai. ln retum, merchant elites would avoid any overt political positions counter to the state

12~ A4idd/~ East A"(:ollumist ( December (961). p.163.

12S Many East Bank notables were also included in tbis process.

126 Interview with Mohammed Tijani, Former General Manager of the ACe. Anlffian, 31
May 1995.
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and the monarchy. Loyalty was exchanged for profit. Timing was imponant because these

merchant elites stood at the pinnacle of the growing Palestinian majority, in a country whose

regime's politicallegitimacy rested upon East Bank notables. Future waves of Palestinian .. ·

refugees could be expected to be influenced by these merchants' loyalties and attitudes. Despité

the close similarity with Kuwait's famous merchant-state compromise, the issue ofpoliticalloyalty

bears on a key ditference between the cases: the raie ofChamber eHtes in elected parliament.

~Jerc/,ants in Parlia",enl

There were key parallels between each cauntry's parliamentary histories. Due ta protests

by legislators ~anting to expand their pawers, Jordan '5 tirst a55embly was dissolved in 1931.

Legislator agitation tor greater freedom also pushed King Abdullah in 1951 and King Hussein in

1956 to dissolve the aS5embly. ln 1947, a new electorallaw was completed allowing elections for

the A-ILlj/is C11-U"""" (Lower Parliament) and royal appolntments to the Jvltljli~ al-A. )"111 (the

Upper Parlianlent). Similar ta Kuwait's legislative body, the lower house \'.-as restricted ta the

approvaJ not the introduction of bills. Constitutionally, final approval of any legi5lation rested

with the Prime Minister and by extension the monarchy, who appointed the PM. 1
!7 Unlike

Kuwait, panies were legal, but like Kuwait, issues of debate in the 19505 and 19605 tended to

coalesce around anti..British, Arab nationalist causes. Varying degrees ofgovernment interference

in the election process took place in the 1950s and 1960s, but generally--as in Kuwait-the

127 Under Anicle 52 of the constitutio~ tbis cao be, technically, overridden by Parliament. .
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opposition achieved electoral success and were able to press its claims. 12
1! The last election,

before parliament was suspended in 1974, took place in 1967 two months betbre war with Israel.

Despite these similarities, Jordan's experience with elected parliament was diftèrent than Kuwait' s
•

in one important aspect.

Unlike Kuwait, the merchant role in Jordan's parliament was much less pronouneed.

After independen~e, the slalè dividèd èleclions to lh~ low~r Parliament betwe~n the: East and
.

Banks. This helped dilute any opposition by torcing it to straddle two different electoral areas.

And sinee eleetions on the East Bank were organized ta maximize the election of East Bank

notables at the expense of Palestinians, Il!1 ACC elites located in Anmlan were at a disadvantage. 13Ù

Consequently, in Kuwait the opposition was the merehant eHte, whereas in Jordan the opposition

was composed of Baathist and Arab nationalist parties. Merchants were elected to only a limited

extent in the lower Parliament. Of the twenty elected members (eventually rising to sixty by the

(9805) in the tirst few parliaments, prominent ACC-atliliated merchants only accounted tor one or

twa seats at the most. One of thase members from 195 1 to 1954 was l\lohammed Ali Bdeir, an

imponant ACe board member and future president. 131 ln the upper house ho\\cver, early ACe

12. Philip 1. Robins, ··Polities and the 1986 electorallaw in Jordan," in Wilson, Polilic.:s Cl"d
the! Aèollomy, pp. 185-189; Linda Layne, "Tribesmen as Citizens: 'Primordial Ties' and
Democracy in Rural Jordan," in Electiolls illlhe Middle Easl.

129 Aqil Hyder Hasan Abidi, JordaJl: A Politic.:al Sllidyt 1948-1957 (London: Asia
Publishing House, 1965), pp. 66-70.

lJO This was done by sinlply according more representational weight to rural southem
areas where the Hashemite power base was concentrated.

UI Interview with Tijani and Abu Hassan; and Abidi, Jordan, p. 216.
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• presidents were regularly appointed by the monarchy beginning with Subri Tabba in 1950.132

While this presence was shaJlow in comparison to Kuwait, it was suffieient enough tor the ACe

to achieve its most important lobbying success--a suecess that iro~caJly crippled the association.

Ace eliles and change in the Chullwe,.

During tbis lirst historieal period, eiite control of the ACe was secure. The leading and

most intluentiaJ merchants of Jordan elected among themselves the president and executive board

of the Chamber. It was an intormal process with categol)' one and two merchants meeting shortly

betore the eleetion to decide who would serve on the next board. Disagreements were often

resolved at these gatherings. IJj (n a period of increased wealth and excdlent relations with

political authority, these merchants nevertheless ran for the board. a job that ostensibly took lime

away from one's awn business. One cauld expect that given the greater centrality of the state's

.
economic raie, leading merchants would abandon associational strategies in tàvour of persona!

access. Why then did these elites choase ta participate?13-&

Two structural theories appear relevant. Lindblom's thesis that it is simply easier tor

capitalists to organize (in contrast to labour) suggests the comnton sense answer. The Haggardl

MaxfieldiSchneider point that ·1he more the state intervenes in the economy, the greater the

112 Records ofJonJall, 1éJ/lime 6, p.565.

III Interview Hassan and Hamdi Tabba, tormer ACe president, Anlnlan, 27 June (995.

•
l~ Returning again to the theme ofcollective action, tbis question bears not on the

difficulty of aebieving collective action but on the ehoice ta do sa jn the tirst place. Especially
when other options appear ta be available. .
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incentive afbusiness to mobilize ta influence that interventÎon,,13S aIso has merit. However~ in a

situation where merchant-state contacts already show collusiveness (or successful business

lobbying), there must be something more. This research suggests that one additional reason was,

tirst and foremost, prestige. The Syrian and Palestinian elites wha made up the merchant c1ass

were a tight-knit commuruty. Leadership oftheir business association was deemed prestigious,

especially since service in the government and parliament was limited. l36 This tàct is an interesfing

confirmation ofone of rentier theory's basic premises: that is, in a country where the state is the

locus ofwealth creation~ domestic issues tend to coalesce around ideology or ascriptive

concerns. 137 For businessmen especially, economic gain p4!r st! los.t its social status, making for a

situation in whieh election to the peak business association was an important marker of social

status in itself A second, non-revenue maximizing function of election to the chamber was in the

recruitment and recognition ofyounger merchants. For new merchants wishing to be "known,"

election to the board of the ACC was a necessity.13. In a period with a rapidly developing

economy and state, young merchants wishing to rnove up the ladder required status. By running

and serving on the board, it demonstrated acceptance by the elite, tàcilitating contacts and

13S Stc:phan Haggard~ Sylvia Maxtield, and Ben Ross Schneider, "Theories of Business and
Business-State Relations," in BII~'illes.s and the Siaie ill DeveJop;IIg COlllllries, edited by Sylvia
Maxfield and Ben Ross Schneider (Ithaca: Comel1 University Press, 1997), p.SO.

136 Interview with Mohammed Asfour.

U7 H. Mahdavy, ··The Patterns and Problems ofEconomie Development in Rentier
States," in S'udies ill E,'ollomic: His/ory ofthe Middle East, edited by M.A. Cook (London:
Oxford University Press, 1970); and recently, Hootan Shambayati, "The Rentier State, Interest '..
Groups~ and the Paradox ofAutonomy," Comparative Politics (April 1994).

131 Interview with Hassan.
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• partnerships. Conversely, standing elites used the nomination and election processes to socialize

the new merchants. As much as the ACC as an institution benefited by elite I~adership, backward

linkages meant the institution also served as a venue tbr elite creation. Bath the KCCI and the

ACC were in many ways a private club, and election to them were viewed as important social

symbols.

Three exanlples ofthis status were Subri Tabba, Mohanuncd Ali Bdeir, and Ibrahint

Manku. Tabba, originally from Damascus, had made tremendous land and trade profits in the

1940s and 1950s. He served as ACC president in that same period and enjoyed not only national.

recognition but sorne international notoriety as well. 139 His relations with the monarchy (Abdullah

and Hussein) were so close that one of rus daughters married into the royal tàmily. After a young

King Hussein ascended to the throne, Tabba played a raie in helping the new King situate himself

with Jordan' s merchant community.l-lU Also a Syrian by origin, Bdeir was president in the lale ,.

1940s, 1960s and 1970s. He also made a great deal of money in the 1940s and was considered

among the top merchants in Jordan. Whereas Tabba enjoyed unique personal access with the

monarchy, Bdeir was tremendously popular with the growing Palestinian merchant community.

He was a gifted negotiator and was considered to be an extremely honest dealer, ,·u a reputation

that greatly assisted his election to Parliament in 1951. Ibrahim Manku followed in tàther's

footsteps, Hamdi Manku, in serving on the board. Manku represented a return to Palestinian

Il'i In the 1950s, Lif~ A'aga:ill~ ran a story of Subri Tabba.

1.10 Interview with Tabba and Hassan.

•
•". Interview with Tijani and Said Matook, former general-secretary ACC, Amman, 13

November 1996.
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leadership of the Chamber. He gained prominence by serving on the board and was viewed as a •

young up-and-comer when he was elected president in 1954. Under the these presidencies,

younger, elite merchants were groomed into service. Asfour, Toufan, Raghib, Hassan, Nouri, and

Barakat ail gained prominence through their early service on the board (see Table 9, appendix).

In turn, their presence reintàrced the prestige and political access of the ACC. This period was

viewed by many merchants to be the Chamber)s golden age, because beginning in the mid-1950s

and cutminating in 1961, the ACC undertook organizational changes that would profoundly alter

its future.

The first of these changes was actually a positive one. In 1955, ACe elites created the

Federation ofJordanian Chambers of Commerce. By the 19S0s there were sorne 10 regional

Chambers in Kingdom, so an umbretla association was needed to organize the national activities

of these associations. The Federation tilled this need as "the peak business association "10

advocate policy and to participate with state policy."ln ACC elites ensured that their association

would control the Federation by stipulating that half of the executive board would be comprised

of ACC board menlbers (the remainder elected l'rom the other Chambers) and its director would

be the president of the ACC. l
.
u ln this way, ACe elites placed the Kingdom's entice business

conununity under their represèntation and guidance. Federation leadership and nationallobbyinp

were a direct extension of Amnlan's executive board. This led ta a second organizational change

in this period.

1.&2 FecJl11'ulioll ofJort/Ulltall Chumbt!rs ofCommerce: Orgalli:aliolla/ SlrU(..'lllre, Anunan,
1989.

I.&J Interview with AJnin Y. Husseini, Secretary-General, Federation ofJordanian
Chambers ofCommerce, Amman, 29 July 1995.
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Beginning in 1951 when Bdeir was elected to parliament, the ACC leadership began

pressing the Minister of Conlffierce and Industry to alter the licen~ing process for new businesses

in Amman. The previous process only required new businesses ta be registered with the

Municipal Authority and with the Ministry. Fees were charged and annuaI renewal was necessary.

ACe leaders lobbied to have membership in the Chamber made a prerequisite for licenses with the

~1unicipa1ity and wlinistry. State preferences on the issue were not strong and given the positive

relations between ACC president Tabba and then Minister ofCommerce and lndustry, Sulayman

Sukkar, the Nlinistry agreed. In Parliament, Mohammed AJi Bdeir attached a "rider" ta the

upcoming law of protèssional associations stating that "ail businesses [in Amman] must tirst be in

good standing with the Alnman Chamber of Commerce belore a license application to the

Ministry and Municipality."l.J.J From this point, ail of the Amman business community (the largest

and mast important in the Kingdonl) would be represented by the ACe since membership was

obligatory for a license.

This change made the ACe what ~lancur Oison terms an encompassing association, us

embracing ail sectors of the economy and aH sizes of merchants. Moreover, extension of

regulatory power to the social actor created a quasi..corporatist arrangement between state and

chanlber. While not a characteristic of the outright state creation or incorporation of the business

association, as witnessed in some pans of the developing world, the arrangement nevenheless

exhibited sonle aspects of tbrmal corporatism. For the state, aUowing the Chamber ta be part of

the licensing pracess fit weil with the ongoing cooptation of private sector elites. In the form of

loW Official G(C~lI~, Law No. 21., 1961; and Interview with Matook.

l·as Mancur Oison, The Rj~f! alldDf!clille ofNaliolls, pp.89-92.
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obligatory membership dues, the merchants' association was now beholden, albeit indirectly, to" •

state largesse. For the ACC, one clear reason for this encompassingness was revenue. ln 1950

the Chamber registered ooly 500 paying members, and since membership dues were ilS primary

source of incarne, iocreasing membership scope was a logical step toward iocreasing operating

revenue. l46 A second reason for encompassingness was the discretion it gave ACe officiais. In
Kuwail, obligalory membership tor bidding and impon licenses gave their Charnber officiais a

degree of market control over these important sectors. Likewise, by routing ail business

applications through the ACC, merchant elites achieved a degree Qfnlarket control as weIL

Delaying or expediting applications could be used as a tool to discipline individual members.

The success ofmembership expansion set the stage for intra-associationaJ changes that had funher

raoùtications for future lobbying.

ln 1960, ACe board members considered changing their by-laws to retlect the conling

intlux of new members. As a majority Palestinian institution, the Chanlber was sensitive to

regional political repercussions emanating trom the Arab-lsraeli contlict. When waves of new

refugees impacted Jordan's domestic politics, institutions were not spared. Driven by a desire to

be more inclusive and "democratic" toward the new members, the executive board approved

alterations ta the Chanlber's by-laws in 1961.1~' Specifically, vating and nomination powers were

1.a6 The change was nat inUllediate however. Municipal authorities did not respond
quickly. and ACC leaders had to continua11y press aver the next decade to make the Chamber­
membership requisite a matter ofbureaucratie routine at the municipallevel. Various interviews.

•.&, Two individuals, Mohammed Tijani and Said Matook, who served as officiais of the
Chamber in this period, confirmed the intent of the by-Iaw change. The sentiment fitted the
political mood of the day which was dominated by popular Palestinian sentiment in every Arab
country and active guerrilla operations along the lsraeli border. The maye satisfied a desire to
incorporate the Palestinian refugees to an institution to help their careers.
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extended to the lower categories 3 and 4 members. Since the obligatory membership rules had

not yet taken full effect, these categories did not yet make up the majority ofmembers.

Eventually however, the voting majority shifted away form the elite toward those category 3 and

4 members, the middle and small businessmen of the Chamber. Bath alterations, obligatory

membership and voting rules were ensconced in a retbrm 10 the original 1949 Law of the

Chamber ofCommerce. After Chamber approval, the Minister ofCommerce and Industry and

tinally the Prime Minister agreed ta the changes with no debate. The law was then passed to

parliament for approval, and in 1961, Law No. 21 was passed.

Elites figured inta a tinal institutional change in that same year. The Chamber elections of

1958 sparked the tirst real dispute among Chamber elites. Ibrahim ~lanku, the incumbent, and

Mohammed Bdc:ir, the challenger, were each elected to the board in 1958, but neither garnered

enough of the vote to secure the presidency. Personality issues entered the debate, and neither

relinquished claim to the presideney.I"1l Contliet was exacerbated by the tàct that with the

expeeted increase in the association's size, much greater prestige and power was a stake with the

presidency.l"~ Eventuallya compromise was reached whereby trom 1958 until 1962, Bdeir and

Manku altemated each year between the presidency and the vice-presidency. The comprolnise

did not however alleviate the animosity between each camp. In 1961, Bdeir, backed by bis

tàction., approached the Minister of Commerce and Industry to gain approval for a Chamber of

Industry. Despite arguments that Amman needed its own industry representative, the fact was

.... Though there is iittle evidence, the fact that the Bdeir and Manku tàmilies did not share
the same origins may have helped divide the electorate.

1..9 Interview, Tijani; 111~ GoIJ~" Book.
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that the move was personal, intended to create a rival elite institution to challenge Manku. 1SO

Manku and rus supponers resisted the idea but did not consider it a seriaus challenge, since

obligatory membership remained with the ACe. ln any case, members of the industry chamber

wauld have ta belong ta the ACe, and hence that is where the real power wauld lay.ls. State

officiais toak na significant interest in the canflict at this point, but since a chamber af industry fit

",eU wilh nasc~nt slate industrial polieies, the Minister ofCommerce and Industry approved thç

assaciation's creation. Consequently, a combination of ACe disregard and state acquiescence

helped create the Amman Chamber of Industry (ACl) in 1961. Still, tbis did not dampen

optimism within the ACe, because the association was enjoying fruitful access ta palicy makers.

Lobby success, und Ihe polilies QI1970 in the ACe

Jordan' s political independence introduced many of the same econamic policy issues and

apportunities tor the ACe as in Kuwait. Leveraging its position as the leading business

representative, its elite leadership, and its possession ofeconomic information, the ACe

successfully lobbied several economic policies and directions trom 1948 ta 1970.

Given the youth ofJordan's political and economic institutions in the 1950s and 1960s,

the ACe was weil placed to provide expen advice and intbrmation on proposed economic

policies. For instance, the Central Bank ofJordan, the primary reservoir and compiler of

ISO This was confirmed ooly four years later, when Bdeir retumed to the ACC to begin bis
long tenure as president; Interview with Ali Dajani, advisor to the Amman Chamber of Industry,
Amman, 4 June 1995.

ISI The Charnber oflndustry was set up along Iines c10sely resembling the ACC of 1923'­
Membership was voluntary and voting was reserved for the upper eche10ns of members. Na:im
a/-Ghrufa, al·Sana', [By-Laws ofthe Industry Chamber] 1961.
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domestic econooùc data, was not established until 1964. Prior to tbis period, the Depanment of

Statistics in the Ministry of National Economy produced sorne data, but it was hardly

comprehensive. 1s2 Lobbying in tbis period, with one exception, was quite similar to Kuwait in

that the ACC reacted to government proposed policies instead of proactively puslùng a set

agenda. This interaction was also primarily informaI and personaL ln sorne cases, regularized

committee meetings with otlicials at the ministerial and Prime Min!steriallevels were instituted,

but tbis was the exception. By the late 1960s, to augment the meetings, the Chamber sponsored

regular exhibitions to which ministers were invited, or ministers would be invited to speak at the

Chamber. Important executive board members such as Mank-u, Bdeir, Asfour, Malhus, and Tabba

would use these encounters to schedule ad hoc meetings with either the Prime Minister or other

relevant ministers ta provide input on policy. ln tbis period, use ofParliament as a lobbying

venue was minimal, what amendments to legislation that were required were agreed upon

previously in the intormai meetings. The tormer General-Manager of the Charnber in tbis period,

lVlohanlnled Tijani, descrîbed this situation:

Chamber otlicials were under the umbrella of the monarchy. They enjoyed not only the
position of leading businessmen, but their position vis a vis the monarchy meant that the
lower levels ofgovernment [ministers and deputies] knew that these men had the backing
of the monarchy...so in return. their interests were served.

Sorne of the first lobbying successes were in shaping the founding economic laws of the

Kingdom. Generally, drafts ofthese laws would be hammered out at the miIlÎsteriallevel where

sorne Chamber input could be achieved. From there, the draft went to the Prime Minister's office

for legal review and then--as a matter of routÎne--the draft would be passed formally to the

152 AlIlIlIa/ Statistü:al R&!port 19j2, Department of Statistics, Ministry ofNational
Economy, Amman.
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Chamber's executive board tor its suggestions. lS3 Severallaws underwent this process:

• Commercial Law and Comparues Law: These laws set up the legal parameters ofwhat
kinds ofcompanies there would be and how they should bè registered. This keenly
affected the way leading merchants would have to restructure their firms since most of
them pre-dated independence. Data provided by the ACC was key in establishing the
capital requirements for the joint-stock company and the reponing procedures, which
were modest by design.

• Trademarks and Merchandise Law (No. 19, 1953) and Patents and Design Law (No. 22~

1953): These laws updated a 1930 law on trademarks. Because of ACC contacts with .
toreign traders and members' impon comparues, ACe eHtes were able to provide details
so that the law eornplied with international standards. As weil, the law provided for a
trademarks' committee to be set up witbin the Ministry ofCommerce and Industry on
whleh the ACe had representation.

• Labour Law (No. 21, 1960): Labour regulations were ofobvious concern to the ACe.
There was no signifieant labour movement in Jordan at that time (ar currently), and
cansequently the ACC maintained a feeer hand in influencing the law. However, tbis law,
in contrast to the preceding, required a greater amount ofelite effon. ACC lobbying
efforts centred on amending the draft law once it was received from the Prime Minister.
Of primary concern was widening the definitions ofemployer and employee (so as ta give
merchant emplayers greater discretion in its application) and Iimiting negotiating
obligations between employer and employee. The resulting law was consequently vague
and open-ended in many respects. Evidence from interviews suggest lhat there were sorne
sectors of the government in favour ofa more detailed and stricter labour law.
Nationalist opposition elements in parliament also supported tbis position~ however, ACC
elites were able to overcome these demands and succeed in helping fashion a watered­
down version.

• Encouragement of (nvestment Law (1955): Tbis law, similar to one in Kuwait, allowed for
tax breaks and tax holidays for selected projects. AIso, similar to Kuwait, ACC merchants
successfully sought protection by Iimiting foreign ownership to 49 percent of any project.
Details provided for a technical conunittee within the Ministry ofCommerce and Industry
to review applications by investors. The ACC was given four personnel appointments to
the committee, which met once a month. This institutionalized access gave ACC eHtes a
degree of influence over future industrial and commercial projects that could impact their
own interests.

• Arbitration Law (No. 18, 1953): The arbitration law legalized Chamber requests to grant
the association legal purview over merchant disputes. Chamber lobbying for tbis law was

153 Various interviews. This routine was not legalized but was an anifact of the Chamber's
status previously discussed.
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driven by a desire to regulate growing construction disputes among members. 154

Aside from legal reform, an issue ofparamount concem to the Ace in this period was

customs duties. Customs on imported goods accounted for the largest percentage ofdomestic tax

revenue (direct and indirect) and required layers ofbureaucratic procedure. 1ss Officiais at the ~

Ministry ofCommerce and Industry aIso used customs dulies to protect tàvoured domestic

industries. Cansequently, customs duties were regularly raised or expanded throughout the 1950s

and 1960s. 156 Interviews t'rom business leaders contirmed that despite unitied business resistance

ta the tax and, mast imponantly, ilS regulation process, there was little state leeway on the issue.

As a recourse, ACC leaders began pressing state afticials to support the idea ofan Arab Common

Market. The idea had gained momentum in the early 1960s within the Arab League as a means 'to

link the Arab econamies. Among Arab countries, the Jordanian merchant class, led by the ACC,

was one ofits main proponems. 1H Since Jordan's most accessible external markets lay in Syria

and Iraq, the Conmlon Market pronused to help alleviate customs dUlies on impons and expons

with lhese markets. However, since the idea of a Conmlon Market intersected with larger

154 Offic:i,lf G(I:I!l/I!, various years; BwûlIl!~'~' Ll!gi~"lIioll and blC..'I!IUi\'l!s, edited by Ali
SharifZu'bi and Sharif Ali Zutbi (Amman: Allied Accountants, 1995); lll"u~'lryt Trudf! and
Services, (Anunan: Allied Accountants, 1995); Manzur, Ecollomiè GrolVlh, pp.222-227; Patai,
The Kil1gdom ofJordan, pp.l08-110; Various interviews.

155 Yl!ars Slali~·'ic.:a/ Sf!,.il!~· (196-1-1993), Central Bank Of Jordan (October 1994). Until
the 1970s, customs amounted to under 10 percent of the entire state revenue. Rates differed by.. .
the good and its origin requiring govemment agents al the Pon ofAqaba to inspect most impons.

156 NJidJ/t! Ea~1 ECOIlOllli~1 (March 1960), p.42.

157 Interview with Burban Dajani, Secretary General ofGeneral Union ofChambers of
Commerce, Indust&)' and Agriculture for Arab Countries, Amman, 6 June 1995.
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regional issues ofArab nationalism and Jordan's bilateral relations with countries like Iraq and .

Syria, the '''state's initial position was neutraI."ISII Ta push the issue, ACC elites first coordinated

with the Joint Arab Chambers of Commerce in Beirut to get ilS members ta agree on reciprocal

customs exemptions within the Common Market. ACe board members then directly appeaJed to
.

the Monarchy hlo bring Jordan on board." CenainJy regional political interests figured into

Jordan 1 S acceptance and the state took the negotiating lead, but it was Ace lobbying that tirst

introduced the issue and helped shape ilS eventual outcome. Jerdan's entry inte the Common

Market, therefore, allowed some goods to escape the customs regime and exempted sorne goods

tram further rate increases.I~9 ln addition ta marking an important lobbying success, the Cammon

Market issue also introduced a budding relationship between the ACC and Crown Prince Hassan.

Hassan, King Hussein' s brother, becanle a key conduit tbr ACC elites to intluence the

Monarehy. While relations between ACe elites (Astburs, Tabbas, ~Iankus, and Bdeirs) and the

King Hussein were good, the King was not known tor his Înterest in eeonomic issues. The Crown

Prince, however, look a keen Înterest. ln the 19605, he established the Royal Seientific Society,

an institution which convened an assembly of econamic and social advisors, hosted senùnars, and

produced poliey documents. Hassan periodically recruited ACe elites into the Society, and ma~e.

himself available to hear ACe ideas on economic issues. l60 In retum, ACC eHtes routinely invit~d

the Crown Prince to Chamber-sponsored events and exhibitions.

1'1 Interview with Tijani.

Ij9 NlEED (10 August 1965), p.378~ and interview with Doug Newman, US Embassy,
Amman, 16 May 1995. More nefariousiy, sorne Jordanian imponers and re-exponers could use
false papers oforigin to circumvent the dUlies.

160 Interview with Ahmed Obeidat, former Prime Minister, Amman, 5 June 1995.
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Finally in tbis period, the ACe successfully pressed state o-!licials to allow its presence on

imponant policy boards. ln addition to the lnvestments committee within the Ministry of

Commerce and Industry, the lndustrial Development Bank (IDB) was a good example ofthis

access. ACC elites successfully convinced state afficiais that the best methad ta ensure private

sector responsiveness ta the lOB would be ta permanently assign private sectar members to ilS

board af directors. 161 Three members would be appointed by the state with the remaining six from

the private sector. The ACC was given the respansibility to appoint these members which it

shared with the new Chamber of Industry .162 More "d hoc.: board inclusions took place within the

National Planning Council ta pravide input into Jordan's economic planning process; the new

Central Bank ofJordan ta suppart deliberations on fiscal policy measures, and the new Housing

Bank Corporation to determine loans to the boom construction sector.

On the whole, for a new country with a small market, ACC lobbying efforts were

impressive in this period. Elite cohesion and control of the institution facilitated regularized

influential access with state decision makers. Despite formation orthe ACI, the Chamber of

Commerce remained the Most imponant representative of the private sector in Jordan, and the

association was able to strengthen its pre-independence relationship with the new state.

Hawever, by the late 19605 change was already evident. While institutional effects trom the 1961

reorganizations were yet to be fully realized, changes in the fiscal situation of the state were

underway. In the wake of the 1967 War, a suddenjump in externaJ aid prompted the Prime

161 Interview, Dajani.

162 Manzur, EC:OllOIIÛc.: Growlh, p.230; and Jorc/all's Ecollolnic PlaJl. 1964-/970, National
Planning Council, Amman. '. .
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Minister's cabinet to repeal a new incarne tax law. l6J Likewise, Jordan's first five year econooûc

plan was revamped once new revenue expectations became externally available. In neither case

was ACC lobbying an important factor. State fiscal autonomy would profoundly impact

Chamber-state relations.

163 MEED (2 November 1967).
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J. SUMMARV

The period 1920 to 1970 encompassed much political and economic change in Kuwait and

Jordan. Several summary points stress tbis:

1. When examining the private sector's evolution within developing countries, an
examination ofcoloniallegacy is c1early warranted.1

6o& However, from exanùDation of this
tirst period one conclusion is that British colonialism did not signiticantly impact either the
trajectory of the KCCI or the ACC, nor their relations with the state. Unlike Lisa
AndersonJ s cases of Libya and Tunisia, types ofcolonial administration did not arise a
variable, simply because British involvement in Kuwaiti and Jordan followed similar !ines,
and because, in each case, British policies were a mixed bag for the interests ofdomestic
economic eliles. Both associations actually benefited from cenain aspects of the colonial
experience: ACC elites received profitable land and impon monopolies, and KCCI elites
gained a useful political target (colonialism) on which 10 make political demands. In
Kuwait, domestic decisions and politics during the 1921 Council and the 1938 Majlis
played far greater roles than British involvement. In Jordan, British politicaJ involvemem
was more extensive, but it was an involvement focused on regional political concerns not
domestic economic development of ACe-state relations. Where the colonial period was
significant in both cases, was in the tàct that British grants-in-aid set the path of state
dependency on exogenous revenue.

2. Earty Chamber histories revealed close functional parallels. By institutionalizing elite
merchant organization, each association facilitated intra-mcrchant interest coordination
and trade division. Similar organizationaJ features aided elite control~ thereby reducing the
transaction costs involved in interest aggregation and market compromise. Additionally,
the development ofa peak merchant association satisfied state desires ta have just one
vaice representing capital. Ail of tbis made exit costly since one wauld consequently miss.
out on a share of the pie.

3. Review of tbis period contirmed, in both cases, a variant of Crystal' s thesis that the
advent ofoiVaid resulted in a new pact between ruler and merchants. The sudden influx of

164 Roben L. Tignor's recent book, Capilu/ism and Natiolla/i~'m Cil the End ofE'"pirl!:"
Siall! and Bllsiness ill Dec%lli:ing EIDPI. Nigeria. andKenya. 19-1j-/963 (Princeton: Princeton
University Press, 1998) presents an excellent comparative study touching on tbis therne. Though
all three states underwent decolonization from the British, the post-colonial trajectories ofeach
business class were radically different. Tignor focuses on internal political dynamics, public­
private relations, and economic institutions ta arrive at sorne useful correctives to the literature on
decolonization, natianalism, and economic development. Among them, he finds that ~4imperialism

was not the avatar ofcapitalism." .
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exogenous revenue, the expansion of the state, and the distribution of that wealth were
more than Mere statistical artifacts. Enriched materially but stripped politically, asil
merchants and Jordanian eHtes relied on their associations as the only, independent
institutions situated ta engage state agencies.

4. In the process ofintra-merchant organization and institution building, a ditlèrence between
the cases was the experience Kuwaiti merchants had with public institutions prior ta the
KCCI. From the 1921 Council, the Education Council, and the 1938 Majlis, asil elites
gained valuable lessons in managing and controlling important social institutions. Though
lordan's eHte merchants staned WÎthout the same experience. they caught up quickly by
establishing their Chamber much earHer. Moreover, each was built with similar
organizational features, making the KCCI and the ACe more like private social clubs than
social institutions.

5. Comparable degrees of policy influence was achieved by each association in this early
period. Lobbying was informaI, relying on personal connections and internai coordination
to bargain successfully with state officiais. The KCCI achieved a good deal of its aims in
the 19605. This success was best exemplitied through the raie it played in the
establishment ofnew eeonomic laws and the creation ofthe Planning Board. These
changes submitted future development decisions ta a bureaucratie routine they could
influence. The ACe also played an important role in influencing founding eeonamic
laws, gaining access ta policy boards, and shaping external trade relations. In neither case
did Parliament play an important role in economic decisionmaking since both were
preoccupied with regional issues.

6. Finally, this section highlights change in the independent variables. ln the late 1960s, bath
states launched industrialization effons aimed at developing an indigenaus (and loyal) ,­
industrial class ta rival the merchant majority. Internai to the associations, the most
significant change was the Jordanian Chamber's successfullobbying ta make membership
obligatory. In Olsonian terms, merchant elites had formed an "encompassing association."
Following this change, ACe elites instituted more inclusive voting and nomination cules.
Though not immediately significant, sorne elites split off from the board and formed the
Amman Chamber of Industry. No comparable changes occurred in Kuwait. Over lime,
the impact of these institutional alterations would be made.deac.
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IV
THE BOOM IN JORDAN AND KUWAlT: 1970-1982

1. KCCI AND THE STATE lN T~IES OF PLENTY

The dramalic rise in ail priees in the 19705 generated an unpreeedented eeonomie boom in

Kuwait and throughoul the Middle East. The implications for KCCI-state relations were equally

profound. On the one hand, increased state investment in semi-private (shareholding) companies

and the general increase in domestic demand significantly enriched merchant elites. Whereas the

KCCI eHte were comparatively wealthy within their own country, the boom of the 19705 made

them rich regionally and internationally. On the other hand, the monumental increase in state

autonomy and distributional resources reduced the KCCl's policy leverage. By the mid-1970s,

state officiais and the monarchy iynored mast KCCI attempts al policy input and altered

distributional policies ta enrich KCCI rivaIs. By 1982, Kuwait was on the verge of a tiscaJ crisis

that would reverse these trends.

The buu'" alld slale pulic;es

While Kuwait reaped ail riches in the 1960s, the boom ofthe 1970s was massive by

comparison. In the latter halfof the 19605 oil revenue to the 5tate averaged about 270 million KD

annually. In 1974, oil revenue had jumped ta over 2 billion KD. I The 1973 War sparked the

inerease, and ensuing OPEC interventions helped keep ail prices rugh throughout the decade. ln

sorne aspects, the windfaJl accelerated state initiatives of the 1960s; in other aspects, the state

1 Slali~li"a/ Ab~"rClc:1 in 2j Year5, Ministry ofPlannio& State ofKuwait, 1990.
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launched wholly new endeavours. The majority of state actions during the boo~ however,

closely conformed to rentier theory expectations.

A first expression of increased rent was what Crystal observed as ··rapid:. disorganized

bureaucratie growth." As in the 1960s, the goal ofgovernment expansion was distributional, only

in the 1970s the means were shifting. Whereas in the 1960s land purchases accounted for around

30 percent ofpublic expenditure, through most of the 1970s that nunlber dropped to around 10

percent. 2 Still, public expenditure on the whole increased ( from 1967 to 1977 govemment

spending increased by an average of26 percent annually), the ~ifference is that much ofthis

spending went to increase the already robust public provision of health, education, and weltàre.

Kuwait came to lead the Gulf oil states in the development of its weltàre system. Public spending

also went to expand the ranks of the civil service. Kuwaitis employed in government service

comprised more than 75 percent of the total population by the mid-1970s. l Politically, weltàre

distribution and governnlent employment served to buy al Sabah legitimacy. Economically,

because much of the increase in external revenue was pumped iota the econonlY, the state's

position in the domestic economy grew. The ponicn of private sector employment

correspondingly declined, .. sa that by 1977 only 12 percent of the private sector work tarce was

2 Hazem Beblawi, 111e! Arab GulfE"ollolny in a Tllrbu/l!llI Age! (New York: St. Martin' s
Press, (984):. p.169.

l Ragaei El Mallakh, KIIU'ail: Tradl! alld fllVf!5lnll!lll (Boulder: Westview Press, (979),
pp.79-80; Slalisli"oJ Abslracl in 25 Years, Ministry ofPlanning, State ofKuwait:. 1990.

" As most Kuwaitis came to work for the government, the private sector turned to
imported foreign workers Anh Nga Longv8:. Wa//s Bu;/, 011 Salld: Migratioll, Exclusion, and
Society ill Kuwait (Boulder: Westview Press, 1997), pp.27-27. By 1975, 70 percent of the
Kuwaiti population was composed of foreign workers.
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Kuwaiti. Where once the merchants represented a sizable portion ofKuwaiti society, they were

now a minority.

The state's enhanced tiscaI position meant officiais could continue etfons to buy-otT

merchant elites while at the same time introducing a new effort, creation of new elites. A first

step in these duaJ processes were the nationalizations of the 1970s. In 1971 the govenunent

nationalized the natural gas industry in Kuwait. Following four years of negotiation and debate in

Parliament, the govemment then took a 60 percent share in the K~wait Oil Company (KOC)--the

joint British Petroleunl Gulf Oil company that secured the first oil concession in Kuwait. By

1976, the state had taken full control. Along with the KOC, the governnlent nationalized the

Kuwait National Petroleum Company (KNPC) in 1975. Consolidation of the oil industry

paralleled an expansion of state investment in the shareholding corporations. The tàllowing

tigures demonstrate the magnitude. In less than 10 years (1968-1977), the authorized capital for

Kuwait's joint-sector more than tripled. From the 1950s until 1968, 18 such joint companies had

been established, but trom ooly 1970 to 1977, 22 such companies were created.S Public

investment occurred through [WO means. The Ministry ofCommerce and Industry tirst

negotiated with the board of a company to expand its authorized capital. Once the size of the

expansion was agreed upon, the Ministry simply purchased the newly available shares. In 1976,

the state took a 49 percent share in the Kuwait Oil Tanker Company (founded in 1957 by KCCI

President al Sagr) by doubling its authorized capital, and by 1979 the company was completely .

state-owned. In a similar manner. a 51 percent public share was secured in the National Industries

S Calculations made tbml data provided in, Y.S.F. AI Sabah, The Oil E"ollon,y ofKuwail
(London: Kegan Paul International, Ltd., 1980), pp. 70-71 .
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Company in 1978.6

A second means of public investment was the purchase of existing stock shares. Kuwaiti

citizens were allowed to trade in shareholding comparues through licensed local brokers since the

1960s, but in April 1977 a formal stock market was inaugurated. "As a result of wild price

tluctuations and market instability in laIe 1977 and 1978, the state directly purchased shares in

many joint comparues to support priees and guard liquidity. In sorne cases, previously private

companies became public vinually overnight. For example, Kuwait Flour MiIls, Gulf Insurance,

and GulfCables ail realized sizable increases in public ownership after the stock fluctuations. 7

The macro-economic result of this massive state intervention was the funher reduction of the

private sector's contribution to the overall economy. By Hazern Beblawi's standard calculation

(in contrast to the Stautlèr calculation), the share of non-oil GDP tèll l'rom 43 percent in 1970 to

30 percent in 1975." With more public fingers in the private sector, the state had the capability to

tocus on creating ilS own economic elite.

Endangering the pact: illdustrialization. the stock market, and the new 1I1erchants

If the 19505 and 1960s were decades in which the monarchy sougbt ta coopt the merchant

elite, the 1970s was a period in which the state attempted to create its own economic eüte. The

process eventually involved even the royal family entering private business, a clear violation of the

6 ElUt 1977 and 1980 Supplements.

7 Stock purchases alsa look place thraugh other slate-owned companies--such as the
Kuwait National Petroleum Company.

1 Beblawi, The Arab GulfEcollomy, p.I64.

160

•

•



•

•

unspoken merchant-ruler pact of the 1960s. There were two phases to ttUs efton. State

industrialization policies in the first half of the 1970s eamestly sought to funher the

industrialization initiatives inaugurated in the 1960s. Not satisfied with the progress of the

lndustrial Development Committee (created in 1965) or the lack ofcommercial bank lending to

private industry, officiaIs in the Ministry ofCommerce and Industry and the Prime Minister's

otlice emphasized import substitution and expol1-led strategies in Kuwait' s 1971-1976 econoRÙc

plan.9 To spur private sector industrialization, more robust incentive and protection regimes were

created, products of domestic industries were given purehase pretèrence by government

ministries, and industrial zones were created. To guide and supervise implementation, th~ Prinle

Minster created a committee v.ith ail relevant govemment ministers {but no KCCI

representative).lU To tinance projects, the state established the Industrial Development Bank of

Kuwait (IBK) in 1973 with th~ express mandate of providing stan-up funding for domestic

industries. ll Undergirding these industrial policies was a not-so-subtle politicaJ project.

Through industrialization, state officiais hoped to foster a rival business elite to the KCCI.

By drawing in younger Kuwailis, Shia, and bedouin into industrial ventures the intent was to

toster a sectoraUy distinct business elile not tied to the commercially rooled Sunni KCCI elite; in

9 Fillallcia/lïnles (25 February 1977), p.25.

lU Ragaei El Mallakh and Jacob K. Atta, The Absorplive Capac:ily ofKIIU'ai/ (Toronto:
Lexington Books, 1981), pp.94-97.

11 The majority ofIBK funding was public but there were also private investors. The
Bank raised funher capital by issuing bonds, a direct response to the unwilüngness of the
commercial (private) banks to avoid industrial investments.
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other words, a politicaUy loyal business elite. 12 Consequently, many of the "new merchants" who •

appeared in the 1980s got their start during tbis period. For example, the al Wazzan group (a .

Sma family business with close ties to the monarchy) used industriaJ incentives to form a very

successful sugar company in the mid-1970s. 13 Praise for Kuwaiti industrialization was quite

common in the international press.
.

The wise polides followed by the Kuwaiti government in encouraging industry, and even
manufacturing industries and artisan products, has along with other factors triggered a
trend of industrialization in Kuwait which is expected to take wider dimensions by vinue
of the increasing tendency towards inter-Arab economic cooperation. 101

By and large however, the industriaJization prograrn was a failure. Private sector manutàcturing

accounted for 3.6 percent of the GDP in 1970, and by 1976 it had fisen ooly to 5 percent. The

private sector remained stubbornly rooted in commerce, trade, and services (see Table l,

appendix). lS Near the close of the live year plan, Dr. Ali Khalifah al Sabah, under secretaI)' in the

f\1inistry ofFinance, admitted lhat the program had tàiled, recognizing. "a series of white

elephants draining the economies of oil expol1ing countries under the guise of industriaiizalion,"

12 Interviews: Jasem al Sadoun, Econooùc Consultant, Kuwait City, 5 March 1996;
Professor Hassan Johar, Kuwait City, April 1996; and (sa Majed al Shaheen, Spokesman for the
Istamic Brotherhood, Kuwait City, 3 March 1996.

13 ElU, No. 4 (1976), p.20.

101 The Arab Wor/d Wt't'k/y (4 February 1978), p.ll.

as Reasons for tbis conunitment to commerce are commonly attributed to Kuwaiti tradition
or pre-existing cultural norms. Seen from another angle, the types of industries the state was
pushing (cement, pipes, construction materials) were precisely the same industries that other Arab
states were pushing for their own econoDÙes. The prospect of market saturation coupled with
Kuwait's lack ofindustriaJ raw materials, ponrays private Kuwaiti investors of the day, as more
rational actors, than tradition-bound traders.
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• was not Kuwait's desire. 16 Though the economic program was eut-short, its political aim

remained.

A second phase of the creation a new business class foUowed on the heels of failed

industrialization. lt roughly corresponded to the Prime Minister, Crown Prince Shaikh Jabir,

taking the throne upon the death of Emir Salim al Sabah in 1977. The second phase was less a

direct policy and more a decentralized approach by the government ta allow those "not formerly

in the private sector ta get their piece.n17 Though incentives to lure investors inta industry tàiled,

incentives to lure them into the commerce and services secters heId a better chance tbr success.

For instance, in the mid-1970s the Ministry of Commerce and Industry rela.xed its guidelines tàr

approving new business licenses. It should be remembered l'rom the 1961 cabinet crisis that the

constitution in Kuwait preclud~d civil servants l'rom operaüng private sector businesses. In

relaxing ilS screening of new applications, the ~tinistry, in effect, turned a blind eye to many civil

servants setting up businesses. UI rvlany of the new entrants focused on the booming construction

and real estate sectors. Others used the ~1inistry loop hale to stan what were retèrred ta as lijara

i ''1all1a (the business ofvisas). Domestic need làr tàreign workers as housekeepers, maids, and

sa on led ta overnight businesses to bring in these workers. Charging the worker a tee for the

visa procurement, and charging a tinder's fee ta the Kuwaiti employer, made tàr profitable side

businesses for many civil servants. Larger-scale government incentives toward Islamists tbllowed

a similar lagie.

•
16 ElU, No. 4 (1976), p.20.

17 Interview Johar.

•1 Often registration would be in the name ofa civil servant's wife or soo.
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In 1977 the state approved creation orthe Kuwait Finance House (KFH). State ministries'

took a 49 percent share in the bank and appointed four of the nine board members. The bank was

run according to Islamic principles and allowed a wide purview ta operate in all economic facets~

from commercial banking to consumer lending. 19 Moreover, it was exempted from normal

Central Bank regulations and oversight. The KFH was immediately successful receiving over

5,000 deposils in ilS first twa manths ofoperation. 20 Il bècame a principal source ofsuppon for

the growing Islamic movement in Kuwait, a movement that often clashed with the type ofleftist.

Arab nationalisnl predominate among KCCI eHtes. In hand with the KFH, the state approved and

subsidized the tormation of severa! non-protit, Islamic charitable societies, such as the S"JlabiJ

Project. Predating the institutionalization of the Islamic non-profits was the Cooperative

Movement, inaugurated in the 1960s, and significant1y enhanced in the late 1970s.

The cooperatives, essentially grocery store outlets, were established in every district in

Kuwait. With govemment subsidies, the cooperatives sold basic goods at b~low or near market

priees, and were govemed by an elected body from the district. At tirst in the mid-1970s, the

state allowed cooperatives ta inlpon goods on their own. Then, state supervision of the

cooperatives was relaxed and certain cooperatives that could tum a protit did so without state

supervision. Greater profitability made share purchases in the cooperatives more attractive for

those living in the local districts. From 1973 to 1976 total sales almost tripled, and membership

19 Middle EtUI, February 1983, pp.72-73.

20 BII~'''/t1SS Week (6 November 1978), p.83.

164

•

•



•

•

(that is, shareholders) increased from just under 30,000 to over 50,000. 21 ln 1980 there were 25

cooperatives in Kuwait with over 100,000 shareholders. In purely economic terms, the

cooperatives posed a growing threat to merchants' market shares. In 1976 cooperatives only

accounted for 10 percent of private consumption but 50 percent of the total expenditure on

foodstutfs. 22 The graduai reach back into direct importing carried future wamings for merchant

interests. PoliticaHy and more immediately however, Islamic groups (at ficst the Salaifi, then the

Muslim Brotherhood) took control of sorne ofthese cooperatives through the local elections.

Cooperatives proved valuable not only as electoral training grounds but eventually as venues for

revenue and patronage. Hence, by the late 1970s, state policies (or their calculated absence) had

aided the consolidation of the core of an lslamic economic and political network. In 1977, the

state brought to the tore a more potent tool of rival coalition construction, the inauguration of

Kuwait's stock market.

ln 1970 and again in 1971, the ~linistry ofCommerce and Industry issued resolutions

designed to regulate the growing securities trade in shareholding comparues. ln 1972 the Bureau

of Securities Exchange was created, with a principal aim of limiting trade ta shares aoly in

Kuwaiti companies. However, these measures were incomplete. Owing to the unregulated

increase in the number of shareholding companies and the lack of restrictions on individual

subseriptions, the market boomed in the early 19705. Because investors could trade in rea! estate

companies and land priees were soaring, the small investors, not previously able to invest directly

21 Kheuja and Sadler, 1~'f! /:..è:oIlOIll)' ofKlIwail, p.13 1. The cooperatives aise gOl their
own assoeiational representation in the 1970s, The Consumers Co-operative Union.

22 Sialislicu/ Abstracl in 25 Years, 1990.
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in land, were atforded tremendously profitable opponunities.23 Oversubscription, heavy

speculation, and soaring priees ensued. Fonunes were being made as ~·brokers with little

knowledge of the markets...rose to prominent positions as dea1ers."2~ Fonunes, however, clouded

more ominous aspects of the stock trade.

First, owing to a lack of supervision, forward trading in stocks developed. Small traders

",ith lin!e Of no capital \\Iere able to purchase and rrade shares with essenrial1y post-dated checks.

Checks were then exchanged in secondary and teniary trades with other traders in hopes that

future protits would make the checks good. This magnitied the number of subscribers, investors,

and profiteers. In 1974, the ~linister of Conlffierce and Industry issued a resolution banning such

tbrward trading, but again lack of state enforcement allowed the practice to continue. Second,

since disc10sure guidelines were weak, there was little "meaningful relationship between stock

priees and the underlying companies' tinancial and earning position.n2S Poorly informed,

excessive speculation, especially in newly established companies with low stock priees, became

the noern. Third, beginning in 1976, trade in the first off-shore Gulf company began. Kuwaitis in

pannership with other Gulf state nationals set up companies (in the U.A.E. tbr example) and

otlèred stocks in Kuwait. Since these companies were outside the purview of the state and

because almost any earnings rate could be imputed to them, off-shore trading opened another

imponant venue for the new investor. Once more the Ministry of ConlOlerce and Industry

2J Beblawi, The Arab GulfEcollomy, pp. 194-199; and Fidà Darwiche, The! GulfSiock
Ex"h""gf! Crash: The Rise! (llld Fall ofthe SOU(I A/-Mallakh (London: Croom Held, 1986), pp.5­
9.

2-1 Darwiche, The GulfStock Exchallge, p.4.

U Beblawi, The Arab GulfEcollomy, p. 209.
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appeared to act by banning trade in non-Kuwaiti companies~ but enforcement did not follow.

lndeed, most govemment interventions fostered further incentives toward destructive speculation.

The most obvious example came in 1975-1976 when the state purchased large numbers of shaées

to shore up falling priees. lnstead, tbis actually flooded the market with excessive liquidity (24

percent in 1975 and 37 percent in 1976 above the normal market level), leading to renewed

speculation and investor beliets that the state would forever ensur~ their investments.26

Finally in 1977, the state created an official stock exchange and made the 1972 Bureau of

Securities Exchange ilS executive. The newly institutionalized market traded securities in sorne

40 Kuwaiti..based companies Wilh a total value ofKD 347 million. Of the initial stock issued the

government controlled around 24 percent. 17 To gain further control over the market~ the Ministry

of Commerce and Industry rdeased a string ofnew guidelines in 1977. Since torward

transactions continued, the ministry 50ught to establi5h standards and manage them. A

subsequent nlirustry ruling banned funher establishnlent of shareholding comparues in Kuwait and

prohibited any increase in existing companies' capital. These measures aftected some stability~

but they also pushed the aggressive, new investors into unchaned waters. Trade in the off-shore

companies oftèred a way around these restrictions. Thus in 1979, the Souq al Manakh opened ils

doors. hs purpose was to deal in stocks of the shareholding comparues not registered in Kuwail.

Despite the tàct that the Manakh was illegal, '''the government tumed a blind eye."21 The

speculative activity and forward trading that eventuaJly occurred outstripped even levels that the

26 Darwiche, rh~ GulfStock Exchallge, p.57.

27 Beblawi~ Ille GillfEc..·OIlOlllY, p.2il.

211 Ibid~ p.233 .
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legal market had achieved.

How the boo". affecled Ihe positiull ofthe KCC/

lndustrial incentives and a permissive regulatory environment helped to fashion the
, .

oudines ofa new class of Kuwaiti entrepreneur. ln sorne cases, these were civil service

employees with side businesses, athers were Shia and bedouin groups who had taken advantage

of new market openings, and still athers were simply gamblers with good connections. One US

State Depanment cable, retèrring to the stock market and trus period in general, put it this way:

The Stock market so enveloped Kuwaiti society that one could nOI sit down with a
Kuwaiti for more than 30 seconds without the subject being raised...young aggressive
Kuwaitis became billionaires in a matter of months; Kuwaiti women found an activity they
could profit al and enjoy. Kuwaiti society--with the perceived blessing of the government­
-indulged in an orgy ofgreed that knew no hounds.19

Whatever the means, more Kuwaitis were in business. KCCI membership tigures retlected the

jump. From 1970 to 1975 membership increased by 40 percent (see Table 6, appendix). Because

any tirst business license required Chamber membership--but only impon and bidding required '

yearly renewal--the new businessmen simply registered only once. With tbis in mind, the double

digit membership increases of the 1970s were composed mostly ofthose new merchants. ln

addition to swelling the ranks of the small and nùddle class businessmen, governrnent policies also

succeeded in laying the tbundation for a new business elite. Some, like the al-W~

panicipated in sorne of the few industrial concerns that developed. Many more focused on real

estate and construction such as Ahmad Duaij) chiefexecutive of the Kuwait Real Estate

29 Cited in Edward Jay Epstein, ""Kuwait Embassy Cables," Atlantic MOlllhly) Volume
251, No. 5 (May 1983).
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• lnvestment Consonium. JO Few ofthese business groups immediately approached the size and '.

diversity of the conglomerates of the KCCI elite, but many were gaining recognition, principally·

from the state. One former ofticial in the Prime Minister's office in the 19705, [sa Majed Al

Shahee~ recalls that:

Lists for invitees to ofticial functions at the Prime Minister' s office began showing new ~

names. The richest of the new businessmen began calling on the Prime Minister and
showing up at meetings, whereas before ooly the Sunni eHte of the Chamber had been
present. li

~lore expansive state control of shareholding companies also meant new names began appearing

on the executive boards of sorne companies. Correspondingly, thê cabinets of the 1970s saw an

increase in non-asil, non-Sabah ministers. Prominent Shia and non-asil Sunni representatives

increased their share of cabinet posts from about 30 percent in 1965 to over 40 percent in 1975,

(an increase of 2-3 posts), while the asil of the KCCI dropped from 38 percent to a steady 33

percent in the 1970s..J:! To a certain extent, much ofthis was tolerable tor the KCClleadership.

Few of the new nlerchants were challenging elite economic concerns and no imnlediate leadership

challenge within the KeCI was apparent. However, KCCI elites were awar~ of the direction and

intent of state policy. "We knew that by ignoring (market) excesses, the government was hoping

to foster a rival merchant class. "33 The problem was that, although direct gûvemment

30 Tht! Ti/Ilc!s ofLondun, 12 July 1977.

li Interview, Shaheen.

•
)! Abdul-Reda Assiri and Kamal Al-Monoufi, "Kuwait's Political Elite: The Cabinet,"

~JicJJl#! East Journal 42 (Winter 1988). The change in these numbers may appear small, but in .
small and medium sized developing nations even slight cabinet shifts carry political meaning.

J) Interview, Abdullah ~f.S. Beaijan, KCCI Board Member, Kuwait, 26 March 1996.
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industrialization policies had failed on their own, the more amorphous permissive policies that

followed were difficuIt to pin down and lobby against. Moreover, the flip side to all ofthis was

the boom (particularly in real estate and infrastructure) greatly enriched KeCI elites, because their

investment positions of the 1960s increased in value. l.& The boom, then, impaned conflicting

pressures regarding KCCllobbying.

Trying to lobbying during tlte bOODI

On the one hand, stale rent increases and the generaJ economic boom buried oven issues

ofdisagreement between Chamber and state. Certainly, the stale did not have to entertain

taxation of merchant protits. State fiscal strength allowed it to continue cooptation processes and

tàvourable deals tor the elite. On the other hand, that same fiscal power allowed the Siaie to .

pursue policies that indirectly endangered KCCI interests. Therefore. though few oven issues.

like legal reform, concerned KeC1lobbying in the 1970s, issues of contlict were nevenheless

present. Unlike the 1950s and 1960s, however, the state simply ignored most KCCI demands.

ln the 1970s the Chamber was quite active. lt augmented its institutional capabilities by

establishing public relations and foreign relations depanments. The staff was expanded and

nlanagemem experts outside Kuwait were recruited to serve as permanent advisors.lS The

Chanlber moved to diversify its revenue base by investing more Chamber finances into real estate

and development projects in Kuwait. ln perhaps their most shrewd public relations move, KCCI

J.4 Imports soared in the 1970s, and given the monopolies KCeI elites maintained, they ,­
direclly benefited. For instance, in 1975 Kuwait had the highest per capita number ofcars in the
world. N!EED (8 August 1975), p.14.

J5 Interview with Majeed lamai Adin. Advisor KCCI, Kuwait, 6 December 1995.
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elites started a national newspaper, A/-Qubu~', in 1970. Four of the original investors in the

newspaper--Saqr, Khourafi, Bahir, and Nisf--sat on the KCCI' s board. With the paper, the KCCr

had a respected media outlet with which to press its daims. For instance, the president's annual

economic statement, which had gained notice in the 1960s, was published by A/-Qabas. The

paper carried KCCr policy statements and drafts proposaIs. One of the first issues tackled in tbis

way was the rise in priees.

Tied to the tremendous intlow ofcapital beginning in 1972, prices skyrocketed in Kuwait

City. Demand tbrced an over 50 percent increase in imports from 1974 to 1975.36 Retail priees

went up. The state and Central Bank responded with a variety of measures that worried KeCI

elites. In 1972 and again in 1974, the state declared retail price freezes on cenain commodities.

ln sorne cases, the state took ov~r the importation and subsidized distribution ofbasic

conmlodities. J7 The Central Bank imposed a more stringent liquidity r~quir~ment on Kuwait's

commercial banks to stem lending. lndividually these policies did not strike al the heart of any

KCCI interests, collectively they were ooùnous. Little consultation took place wilh KCCI

ofticials on these measures. The Kecr responded in 1972 and again in 1976 with public

proposais to lower costs. The core proposai was a free-trade zone in Kuwait. The KCer hired a

group of British consultants to study the idea and put forward recommendalions on how it might

be accomplished. With the report in hand, KeCI elites argued to state ofticials that by

establishing a customs-tTee zone al Shuwaikh pon, the cast of imported items could be brought

down. Moreover, they assened Kuwait' s entrepot trade stood to benefit by lowering the cost of

36 ElU, Supplement 1980, p. 62.

31 ElU, No.2 (1972), pA; The !vJidJ/e East ECOIIO'"isl (November 1975), p.139.
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'..
goods re-exported to Iraq and Iran. lM The govenunent did not act on the ti-ee-zone proposaI.

Despite ilS access and the institutional capacity to fund research of projeet itsel( the KCCI

proposai was wholly ignored. ln a second effon on the issue, KeCI elites proposed an expon

promotion fund be set up within the IDB and funded with customs dulies on impons. ln trus way,

entrepot merchants could recover sorne of the import tax by having their re-exports partiaUy

subsidized by th~ fund. J'I In this cas~, the ~linistry ofCommerce and lndustry and the lOB agreed

but never divened any customs revenue to the new fund. The autonomy high rents fostered and

the ensuing weak consultation and implementation, were not contined to the institutionallevel,

but were interestingly retlected in the appointment of civil servants as weIl.

An important point of policy leverage was the personal relationship between KCClleaders

and the ~1inister ofCommerce and Industry. Traditional consultation had developed between

KCCI elites and the Prime ~'linister regarding the selection of each minister. That tradition broke

down in 1975 with the appointment of Abdul Wahhab Yusifal-Natisi to the post. Though the

precise nature of the disagreenlent was not documented, KeCI President al-Sagr and Natisi had a

number of personal disagreements. -lU Previous appoinlments to the post had either been royal

tàmily members or individuals close to the KeCI. Natisi had not served previously in any cabinet

post, but his closeness to the monarchy won him four poslings 10 state controlled shareholding

comparues. He was aIso not associated with any ofthe core asil families, and sorne observers

suggest that pan of the contlict flowed from the faet that Nafisi was a virulent eritie ofal-Sagr's

3. Interview, Adin.

39 Interview, Dr. Mohanwed A. Al Awadi, Kuwait University, Summer 1996.

~o Interview Wael al Sage, Son ofA.A. al-5a8f, Kuwait, 6 April 1996; and Dr. al-Awadi.
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leftist, Arab nationalist politics:u Whatever the source ofdisagreement, Natisi was an --outsider"

ta the KCCI and despite their resistance, he was appainted. ByaU accounts, the institutional

relatianship between the KeCl and the Ministry sutTered. Policy committees within the ~tinistry

saw fewer meetings with KeCl officiais. The persona! animasity l!'eant the Minister rarely

auended KCCI events, in contrast to previaus ministers. Again, despite KCCI protesls Nafisi was

appointed for another term in 197b--the tlrsl non-Sabah reappointed ta that ministry. Loss of tbis..
nùnisterialleverage inlpacted broader Chamber-state relations.

Traditionally, the KeCl relied on the Ministry ofCommerce and lndustry to provide an

institutional counter-weight ta the Ministry of Finance, where KCCI intluence was weaker. Il

was to be the pro-nlerchant element among state agents... :2 Off and on recession in 1976 and 1977

coupled with a growing public budget, sparked bold commems by the l\.linister of Finance Abdul

Rahman Salim al-AtiqiH that Kuwait wauld have ta consider "direct taxation in the range of 10-

l5 percent.".... ln addition 10 the lack ofconsultation w'ith KCCI eHtes on the idea,"s the expected

"l Various interviews. In Kuwait, few personal disputes are secret, but there is discretion
in discussing them.

.a2 This situation suppans Joel rvligdal's contention regarding the importance of
'-disaggregating the state" to view intra-state conflict as a determinant of policy outcomes. The
larger point, hawever, that this study emphasizes is a rocus on the strength and organization of
the social elite--Iike business--as a factor in the manipulation afrival segements ofthe state.

·u Atiqi was another minister close to the monarchy and with whom the KCCI had open
disagreements. When he was nùnister ofoil in 1968, KCCI loyalists in Parliament demanded bis
suspension. N/idJ/e Em'I Re,:ord, Volume -/, 1968, edited by Daniel Dishon (JerusaIem: Israel
Universities Press), p.615.

~ Eli!, No. 1 (1978); A.JEED (31 December 1976), p.Jl; and Thl! Arab JVor/d Wf!f!k/y (J
February 1979), p.ll.
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resistance by the Mioister ofCommerce and Industry was not fonhcoming. Nothing came of the •

tax proposai, but the lack ofministerial support left its impression. For the tirst time, the KCCI

lacked an ally in the Ministry.

Poor relations with commerce and industry could not have come at a worse lime. In 1976

the Emir dissolved Parliament. Crown Prince Jabir explained that "the defective application of

democracy in Kuwait has reached a serious turning point. .. the deterioration orthe situation
..

represented a threat to Kuwaiti security and stability.".J6 The threat to Kuwait was concern over

the repercussions of Lebanon's civil war and fear over possible reactions from Kuwait's 300,000

Palestinian workers. More deeply, the monarchy was trustrated with the opposition in Parliament.

Preoccupied with oil concession negotiations, the opposition had on several occasions refused to

approve state plans regarding the ail industl)'."7 ln 1972, rancorous debates threatened to

withhold approval of the state's budget. Press crack-downs tbllowed the suspension,

undercutting one of the KCCl's newest outlets, the AI-Qabas newspaper. Cabinet reform mer

the suspension did result in the retum ofthree KCClloyalists, but as weil, it was in trus

reshuftling that Natisi was reappointed and the new lslanùc Affairs post was created."11 Overall,

loss orthe parliamentary venue ail but destroyed the KCCI's ability to supply '1l1idpro ""0~ in .

.&S Counter-intuitively, this was an excellent example of the paor-relations between state
and business during the boom. Because there was Iittle fiscal need for increased domestic
revenue, the Finance Minister's statement better refleeted the institutional autonomy the Finance
Ministry had achieved to that point than any budget shonfall. .

.&6 Quoted in Th&! Arclb JVo,./d JV~&!kJy(4 September 1976), p.l3 .

.&1 The Arab JVorld We~kly (5 August 1972), pp.13-14

.&. Crystal, Oil and Puli/ic.)·, p.92.
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exchange for policy input. This led to the funher centralization ofeconomic decision making and

its insulation tram KCCI involvement.

In place of the eleeted ministers, the aetivities of Parliament's Finance Conunittee were "

taken over by a eommittee eonsisting of the ministers offinance, commerce/industry, oil, and

planning,49 none of whom were KCC1loyalists. Trends toward institutionalizing Islamic

opposition and limiling KCClleverage were toreshadowed in the.e!eelions inlffiediately prior to

dissolution. ln the 1975 eleelions, half orthose elected were new to Parlianlent. Owing panly to

state gerrymandering, the number of asil (KCCI loyalists) dropped from around 20 to 1~, tribal

elements realized 2 more seats, and Shia representatives rose to 12. The result was a cunous

alliance amongt tribal, Shia, and Sunni fundamentalists whose voting block could assure the state

of opposition to any "legislation sponsored by the liberal urban merchants. "50 Thus, even betbre

the suspension ofParlianlent. KCClleverage there had weakened. The cunlulative eftèct ofth~se

weakened venues caine with unsuceessfullobbying over the stock market and the graduai

entrance of Sabah tàluily members into the private sector.

As reviewed earlier, the gro\'lth and development ofKuwait' s stock market required a

great degree of institutional crafting and polieymaking. PolitieallYt the KCCI saw weak state

regulation as a tool to ereate a rival, politically loyal merchant elite. More specitically, by the late

1970s sorne of the KCClleadership began to fear the economic repercussions of a runaway,

unregulated stock market and the harm it could do to their own interests. CenainJy pan of the

49 ElU, No. 4 (1976), p.19.

50 Gavrielides, hTribal Democracy," in E/~cti()lIs ill the MicJd/~ Easl, p.164~ also see,
Crystal, Oil alld Po/ilü:s, pp.91-92..
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KCCI's failure to affect the state's decision making grew in part from the tàct that many KeCI

elites benetitted from the stock market, and hence opinion was divided in the early stages.

Accordingly, the KCCl backed the initial institutional phases ofthè stock market in the early

1970s. KCCI board members salon the first Bureau of Securities Exchange and continued to

serve when it headed the formai creation of the stock market in 1977. Those same members

directly benefitted from government share purchases in companies in which they held stock.

Access, however, did not translate into successful influence.

Even betbre the inauguration of the stock market, KCCr position papers retlected a

...

•

growing concern. After four meetings with govemment officiais, a panel of KCC1board members

completed a comprehensive document detailing Chamber proposais. Themes emphasized greater

supervision by state agencies and greater nlarket transparency. Sl First and toremost, the KCCI

wanted more torceful regulation of the intàolOUS tbrward transacti.ons. "Circulating stocks by

postponed payment eaused an increase in speculation and a drop in priees, that is why this kind of

circulation should be organized." The KCCI called tor greater transparency by eompelling

shareholding companies to publish "quarterly bulletins about their tinancial situation." T0 address

the problem ofexcessive liquidity, the KCCl proposed the Central Bank be empowered to tloat

"treasury bonds or public debt bonds." Modelling itselfafter the Security and Exchanges

Comnlission in the United States, the KCCI funher argued that the Bureau ofSecurity Exchange

be able to "stop deaJing with any stock, if there is enough cenainly that the process increased or

decreased due to rumours or planned contrivance." Though well-researched and professional, the

SI Atllldhukktll'Ll ail SIICj "I-A~hu", wu al-Nashit al-/qariyyfi al-K"wail [Notes on the
Stock Market in Kuwait]. KeCI, 1977.
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proposais reflected more than purely economic concems. The writers went out of their way to
'..

stress the importance of the market to smaH investors and the positive benefits ofhwidening the

market." In that veio., they even proposed that closed stock comparues be allowed on the market

to widen Învestment opportunities. 52 However, the clear thrust of tbis document, and ethers that

would follow, was to rein in the market, thereby curtailing the methods ofcreating a rival

merchant class. 53

Il is clear that KCCI proposaIs were heard. ProposaIs appeared in AI-Qub,LS and there

were presentations within the ~linistry of Commerce and Industry and within the Securities

Exchange. 501 As the progression ofoff-shore trading and the creation of the Souq al ~lanakh

demonstrated, the KCCI was unable to marshal any internai government support. There was

cenainly no sympathy al the top of the key ministries, tinance and conunerce/industry.

Furthermore, involvetuent of government ofticials and sorne royals in the illegal trade Oleant

powertùl personal interests resisted KCCI complaints. Once the Souq al-l\"lanakh came on the

scene in 1979, an institutionalized, albeit illegal, market tor trading in oft:shore companies was

available. Chamber strategy switched trom banning tbis trade toward bringing il under Ministry

control.

A teHing Chanlber-sponsored conference in November 1981 (shortly before the crash of

S2 This proposai may have been something ofa red herring. Since mast of the closed stock
companies were cODtrolled by the asil, they could exercise positive control over trade in their
stocks.

S3 For sorne, tbis was simply sour grapes, since KCCI elites had made their money and
now wanted to prevent others from similarly benefitting.

SI Interviewt Adin.
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the Souq al Manakh) represented this effort. The conference brought together government

officiais, KCCI leaders, and economists to discuss the markets. In a key address, al-Sagr laid out

the KCCI's position. While admitting the "'second stock market" served a useful purpose in

Kuwait's economy. al-Sagr focused on the need for more information and state supervision. ··1

believe that the problem is very difticult but we can reduce its resL!lts by providing accurate

information, making studies, and by giving traders and small stock carriers the information to

know where to step and when to buy." More specifically, al-Sagr called for the Manakh to be

subsumed under the Ministry of Commerce and Industry, essentially bringing these companies

into the official stock exchange and regulating forward transactions. 55 He concluded with an

ominous waming: ··This is so dangerous because nowadays are different than betbre, we are

dealing with millions and if any problem occurs, there will he a disaster."Sô ln the end, no

eftèctive measures were taken.

Failure to rein in the stock market and limit state creation of rival merchants were the most

obvious tàilures in the 1970s, but they were not the most serious for the KCCI eHte. Crystal

shows that after the succession ofJabir Ahnlad in 1977, more and more Sabah family members

entered the business boom. 57 This directly threatened the unspoken deal bet\\-een KCCI eHtes and

the monarchy and, because of royal family poHtical connections, threatened asil economic

positions_ The dissolution of Parliament confimled that KCCI involvement in politics would

55 By 1980, forward transactions were effectively controlled on the official stock market.
p

56 Conference on the Development of the Kuwaiti Stock Exchange, November 1981; also
see,Darwiche, The GuJjSlo,-k Exchallge, pp. 62-63.

57 Crystal, Oil alld Pulilic:s, pp.93.97.
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remain muted. SH With royals entering business, reciproeity was withering away. Sorne Sabahs

even used their aceess to win state contracts for front companies or pressed the new Emir ta

punish rival merchants. S9 While much Sabah involvement was covert, royals such as Shaikh

Nassar Sabah al-Ahmad surfaced as well-known domestic investors.60 KCCllobbying on this

issue was naturally precarious and open records are searee. Indeed, given that the famous

agreenlent was covert, protesting its violation had to be coven as weIl. None of the KeCI' s

public venues or resources could be utilized. Observers confirmed that trus was a baekroom issue

tor KCCI elites at the top of the monarchy. In specitic instances where royal businesses protitèd

at the expense of private concerns, meetings between the PM or the Emir and al Sagr occurred.bl

Without the full public backing ofthis institution or a detinite lobby target (Iegislation tor

instance), royal promises made:: at one point could be forgotten at ~nother. The trend oruy served

to heighten KCCI concern over the other more concrete issues it failed to intluence.

The KCCI entered the 1980s a politically weakened institution. OnJy a tremendous

econonùc downturn or change in state tonune could alter the situation.

S' This was nowhere more evident than in the tàct that there was liule merchant protest·­
aver the suspension of Parliament.

SIJ Tetreault, ..Autanomy, necessity," p.581.

6U lïnll!s ofLondo" (4 November (976); Fillullcia/ Times (25 February 1977), p.23. This
situation was ail the more aggravating to KCCI elites beeause they had been forced to acquiesce
to the constitutional ban against serving in the government and ~ntaining a private business.
But since there was no such legal standard for the royals, there was no legal stick by which to
measure.

61 Various interviews.
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2. ACC AND THE STATE IN TIMES OF PLENTY

The dramatic rise in oil prices and worker remittances also generated an unprecedented

economic boom in Jordan. The implications for ACC-state relations mirrored events in Kuwait.

Increased state investmentlexpenditure coupled with greater consumer demand enriched the

merchant eHte. Conversely, state expansion and enhanced distributional capabilities weakened the

ACC's policy leverage. By the nlid-1970s, state officiaIs and the monarchy not orny ignored ACe

policy interests but enacted policies that directly endangered those interests. ln addition, state

policies to encourage an industrial class--while not fully realized--were more successful than in

Kuwait. The ACC entered the decade of the 19805 a weakened association with a growing core

of potential rivais.

Wur, renls, tlntl sltlte tiutunulIIY

Jordan entered the decade of the 1970s tàcing ils most signiticant domestic crisis, the

September civil war. Armed lorces of the Palestine Liberation Orgaruzation (PLO) fought the

Jordanian arnlY in Amman and surrounding areas. Eventually, King Hussein prevailed, expelling

PLO torces from Jordan. Politically, the conflict inexorably altered state and society.

On September 15 1970, just two days betbre open hostiliti~s broke out, the ACe held its

executive board eleclions. A group of PLO-affiJiated candidates ran against Mohammed Ali Bdier

and bis allies. As it was for most social groups in Jordan, the war and its issues were a test for the

loyalty orthe Ace to the Hashemite monarchy. Despite the faet that the ACe was by 1970 a

fully Palestinian institution, PLO candidates were completely defeated. The close historical

relations between ACC elites and the state, the merchant desire for calm, and the latent fears of
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communist sympathies within the PLO, influenced the detèat. 62 During the conflict and after, the

ACe never issued a direct slatement, but it was c1ear where their 10yaIly lay. For example, after

hostilities the executive board tbrmed a committee 10 assess damage trom the tighling and present

the data to stale officiaIs. Damage was significant. The war virtually shut down commerce, and

most trade routes were closed, reducing GpP for the year by 15 percent.63 PoliticaUy, the war

providèd an opportunity for lhe Slale to alter ilS raie.

King Hussein's victory put in place new cules for domestic politics. Serious domestic

challenges to the regime were quelled once and for ail. When regional inslability did occur, the

Jordanian arnlY would take up positions oUlside Palestinian refugee camps, but no serious internai

military threat emerged after 1970. So, while latent tèars of Palestinian encroachment persiste~

among East Bankers, the most imponant tesl-- the nùlitary test--had been overcome. Viclory

also set new parameters tor future opposition groups (Islamisl and tribal). Opposition was

accepled within bounds, but \\-ho was in control was never in dispute. As it was tor Syriats Hatez

al-Assad at Hama in 1982, the example and memory of past violence went a long way in keeping

future opposition in line. Economically, 1970 proved a launching point for greater state

involvement.

ln the aftermath of the war, the state centralized the processes ofeconomic decision

making. As in Kuwait, technocrats in charge of poliey making gained greater insulation from the

private sector. This was best exemplified in the creation of the Economie Security Committee

62 Interview Abu Hassan.

6J NJidJ/~ Ea~'1 andAjl"ù.:c", Ec:ollolllisi (October 1971), p.143; NJEED (12 July 1974),
p.785.
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(ESC). Empowered through martiallaw protocols and designed tb bar currency tlight from

Jordan during the civil war, the ESC was located within the Prime Minister's office and was

composed of ministers from the leading economic ministries. Ils first head was Crown Prince

Hassan, and there were no private sector or ACC representatives.~ After the initial recovery

period, the ESC became the locus for state sequestration. For instance, in 1975 the ESC invoked

national security regulations to sequester private investors operating a large, nearly insolvent,

bakery company. The company's board was disbanded and the state bought out the investors. C1S

Though the ESC was created to address issues of national economic security, it was a source of

press crack-down regulations in the 19705 and 1980s. Much ofthis new decision making was the

legacy of Prime ~Iinister Zayd al-Ritài's government in 1973. Rifai brought in a younger

generatÎon of econoluic techno,-=rats, including: Mohammed Nun Shatiq (Finance), Kamal Abu

Jabir (Economy), ~ludar Badran (Education) and Umar al-Nablusi (Agriculture}.60 Input to

econonùc policymaking at the ESC was enhanced within specifie ministries: the renamed ~linistry

of Conunerce and Industry (previously National Economy), the Ministry of Planning, and the

Ministry of Finance (specitically, the customs department).67 Ministers of each of these agencies

tH The Arab JVorld ~Vf!f!k/y (25 June 1972), p.15; Eventually, the sitting Prime Minister
would cali and head the comnlittee.

65 Michael B. Sullivan, 'îndustrial Development in Jordan," in Khader and Badran, The
Ecollo,,,;c Del'e/opnll!IIt ofJordan, p.136.

66 Shmuel Bar, "The Jordanian Elite, Change and ContinuiÎy," in Thl! Hashenli/I!s ill/he
Moder" Arab Wor/d, Asher Susser and Aryeh Shmuelevitz, ed. (London: Frank Cass, 1995),
pp.224-226.

67 Interview with Riad al·Khouri, Amman, Summer 1995; and Tayseer Abdel Jabber,
Amman, 27 June 1995.
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composed the core of the ESC. Drastic increases in the level of foreign aid matched these

institutional augmentations with increased fiscal capabilities.

Aid pledges trom the 1967 Khartoum Summit, increases following the 1973 War, and

reaffirmation at the 1978 Baghdad Conference kept external revenues as a percentage of total

state revenue just under 50 percent for the first half of the 1970s (See Table 4, appendix).61 As a

portion ofGDP. foreign aid a\~ragèd 30 percent ti-om 19ïO tO 1980 (whereas in the 1960s the

average was 22 percent), peaking to 40 percent in 1975.69 Ifone lncludes internaVexternal debt

and protits trom state-owned enterprises (phosphate and potash mining) as tbrms of rent, then

the percentage goes much higher.'° Though the government does not single oul the revenue of.

state-owned enterprises in ilS revenue calculations, it is undouhtedly significant. Owing to rises in

the world priee of phosphates in 1972, phosphates accounted for aver hall' of the increase in

industrial value added trom 1972 to 1975, halfofthe commodity expol1s, and 16.3 percent of

GDP (quadrupled from [973 to [975).71 The connection between increased state revenue and'

increased government spending was uncanny. From 1970 to 1975 absolute levels of aid increased

6" At the Baghdad Conference Arab leaders agreed that Jorda~ as a frondine state, should
be given on average $1.25 billion a year--an amount nearly equal to the public budget in 1978.

69 Khalil Hammad, ··The Raie ofForeign Aid in the Jordanian Economy, 1959-1983," in'·
Khader and Badran, The Economie Deve/opmell' ofJordall, p.17.

70 Phosphate and potash mining are ooly slightly more labour intensive than ail mining.
Moreover, since profits accrue directly to the state they work like foreign aid in freeing the state
fram damestic revenue extraction.

11 Yeur/y Slali~'liC:Q/ ~f!"if!s, Central Bank ofJordan~ and Mazur, Ec:ollonlic: Grolt'Ih, p.214.
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by 184 percent while absolute state spending increased by 192 percent.n A good deal of the

increase in spending went to the military,73 but a signiticant amount also supponed the state's

increased share in the economy. This occurred in several ways quite sinùlar to Kuwait.

While Jordan's spending on social services was far less robust than Kuwait's, the

government nevenheless embarked on major social funding programs in the 19705. The state

~nacted minimal health and social security plans, boosted the minimum wag~, expanded health

tàcilities, and extended coverage of the educational system. In hand with greater military

employment, state ministries also expanded their pay-rolls bringing on thousands more East

Bankers. Dy the mid-1970s, the state employed hall" of Jordan's work force. 7
" Greater state

revenue also found its way into new modes of distribution. The precedent of direct state

investment in shareholding companies (i.e., the Big 5) was established in the 1960s. ln the 1970s,

new institutions ta direct state equity panicipation v.ere created, and public o\\nership of nùxed

comparues increased.

State-tinanced, but strul.:turally autonomous institutions7s like the Social Security

Corporation, the Postal Savings Fund, and later in the 1980s, the Jordan lnvestment Corporation.

72 Calculations taken tram data in, YC!ar/y Sll.llislic(l/ Series (196-1-1993), Central Bank of
Jordan (October 1994).

7J There were three salary hikes for the military l'rom 1975 to 1980 alone. Cited in Roben
Satlotf, Trollb/~s 011 the Easl B,,"k: Cha/I~IIg~s 10 Ihe Dames/ie Slabi/ity ofJorciaJl (New York:
Praeger. 1986), p.19. •

7-1 Roger Owen, '~Government and Economy in Jordan: Progress, Problems and
Prospects," in l'hl! Shapillg of(lll Arab Slalc!slnall, Patrick Seale, ed. (New York: Quanet Books,
1983), p.88.

75 Meaning run by ilS own government-appointed executive board and not under the direct
control ofa specifie governnlent ministry. ~

184

•

•



•

•

(JIC), established their own investment portfolios in shareholding companies. In addition,

individual ministries were allowed to take out smaller shares in companies operating within

sectors under their jurisdiction. Through this network of state appendages, what evolved was le.ss

wholly publicly-owned companies and more varied participation in a number of comparues.

Outright public ownership was limited to utilities, the national airlines, and the Big 5. 76 Dispersed

public ownership gave Jordan the appearance of living up to its claim ofa tree market economy.

Certainly in contrast to Egypt's formidable array of publicly-owned emerprises, Jordan' s 31 state

companies (by the 1980s) appeared liny by comparison. But when one considers the tremendous

importance of mining to the domestic economy, the smaU number mask their imponance.

Moreover, by buying company shares in ditTerent sectors of the economy, the Jordanian state, like

the Kuwaiti state, came to exercise wide influence in the composition and direction of ostensibly

private comparues in the 1970s. Theretore. total state employment (the state-owned sector plus

sorne semi-private companies plus direct state employment) tàr exceeded the 50 percent ligure

conUllonly anributed to Jordan. Autonomy and greater market control enabled pursuit of new

economic palicies that directly addressed merchant interests al the ACC.

StMte Ïladustrhtlization and a busis for new olerchaliUs

Three policy directions evidenced the state's reach and its insulation tram the private

sector: intport-substitution industriaJization, liberal business licensing, and subsidized impanation

and distribution ofcommodities. Each policy fit the state's overaJl desire to tàshion a new

..

76 Jorcklll: COllso/idalillg Ecollonlic Adjllslmellt and Estab/ishillg the Base for
SIl~'laillab/e GroU'lh, Volume 1, World Bank (24 August 1994), pp.59.61.
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business elite, one geared more toward industry and marked by East Bank political

loyalties.

ln line with the developmentalist ideologies of the day, Jordan's economic decision makers

were enamoured with the idea ofturning Jordan's economy away trom ""non-productive"

commerce toward more productive industrial enterprises. State guidance was a key ingredient. A

core of economic advisors, mostly of East Bank origin and associa.ted with the Royal Scientitic

Society (RSS), gained prominence in the 1970s advocating these policies. Bassam Saket, a young

advisor to Crown Prince Hassan, frequently commented that Jordan should curb imports and

direct investment toward nlore fixed assets. 71 The RSS published a series of studies suggesting .

various import-substitution strategies to wean Jordan of ilS excessive reliance on trade. 711 These

ideas were mOS1 evident in the expansion of the state's Big 5 industrial companies. Cement

($21.3 nùllion), phosphates, tè:nilizer ($325 million), and potash ($420 million) aIl expanded th~ir

tàcilities and capacity through public funding and external aid. 79 The state's various 5 year plans

also stressed more straightforward incemives tor private sector industrial projects.

Augmenting loans l'rom the Industrial Development Bank, the 1972 Encouragement of

Investment Law expanded the powers orthe Investnlent Conunittee within the Ministry of

Comnlerce and Industry to grant tax breaks for new industries. The Ministry also shifted industry

n 1vJ~"ED (22 August (980), p.4; ElU, No. 1 (1980), p.IS.

11 The A4icJdJe Easl (September 1976), p.54; The Middle East Rep0rlf!r (14 September
1979), p.8; The E,'ollomic Rea/ilies: Jorda" 1976-1977, The Royal Scientific Society, Economies
Depanment (March 1977).

7'J Five Y&!ar Plau fur f.:c:ullomic and Social Deve/opme"t, 1973·1976 and 1976-1980,
Ministry of Planning, Amman~ ElU Supplement (1978), p.94.
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protection away trom quantitative impolt restrictions toward greater reliance on tarifts. More

targeted assistance came with the Small Industries and Handicrafts Fund established within the

IDB in 1975.kO StillIDB loans amounted to ooly a moderate effon, 65 industrialloans worth JO

2.6 million in 1976."1 Of more quantitative importance have been govemment purchase

preferences for local industries as weil as Central Bank policies. Beginning in 1973, the Centraf .

Bank called for Jordan1s commercial banks ta lend more toward "productive activities. n Since

commercial banks accounted tor far more 1080s to the industrial sector than the lOB, this was an

imponant direction. ln 1974 the Central Bank placed ceilings on commerciallending but

exempted industrialloans.

This had only a slight impact. The bulk of commerciallending remained biased toward the

trade sector with industriallending moving tram about 8 percent of total lending in 1970 to 12

percent by 1975.1$2 Finally, through its varied investnlent means, the state directly participated in

newly established industries by purchasing sharc~s. With the formation ofJordan' s tirst stock

market in 1977--the Amman Financial ~larket (AFM)--public investment in these shareholding .

industrial comparues could be easily tracked. Thus, it was no surprise to tind that of the 77

industrial comparues currently registered on the Amman Financial Market, 25 were established in

the period 1970 to 1982, twice the number that were established in the period 1948 to 1970.113 By

10 Mazur, Economie Gruwlh, pp.223 and 23 1.

Il ElU, No. 1 (1977), p.16.

12 Year/y Sialislicai St:ries, Central Bank ofJordan.

13 Author' s calculation taken from Dalil al sharekal al,nœ:IJalhill,a ,,1 aallld al IIrcJf!yya
[Jordanian Share holding Companies Guide] 1995, Issue 10. Amman Financial Market. Industrial
comparues listed on the AFM are publicly traded and the largest industrial concems in the
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the 1980s, state shares in these companies averaged over 60 percent. The result was not the type
" .

ofc1assic industrialization state elites hoped for, but, unlike Kuwait, a private industrial sector di.d

take root.

One ironic advantage Jordan ~ad over Kuwait was that per capita incarne grew during the

boom but did not reach the Kuwaiti level (See Table 2, appendix). The comparative point was..

clear. the average Jordanian was better otfbut the average Kuwaiti was rich. ln Kuwait,

increased purchasing power meant that price was not as important as quality or prestige. There

was liule market tor medium-scale, domestically produced goods, al least not the kind

predonùnant in Jordan. Whereas in the 1970s, Kuwait was one of the world' s richest counlrîes,

Jordan had but moved inta the upper brackets of nuddle incorne coumries. This \\ias a remarkable

achievement for a country with national resource and market endowments not much better than' .

the average sub-Saharan At'rican country. For nlid-level industrialization trus \Vas a plus. Official

remittances increased more than a 1000 percent tram 1973 to 1980 widening the consumer base. W-l

Since renùttance incorne went directly into people's hands consumption was directly aftècted, and

a viable market tor mediunl and small scale industry resulted. Consequendy, two-thirds of the

production that emerged in Jordan in the 1970s was c1ustered within the cement, tood, and

clothing sectors. Larger joint-sector, expon-oriented projects developed in ceramics,

phanllaceuticals, and piping. Thus, excluding the growth in government mining, the industrial

sector's share ofGDP showed steady, moderate growth in the 1970s (See Table l, appendix).

country. Most have ovec 10 employees.

1.. This calculation is based on remittances tracked through the banking system and thus
ooly gels a ponion of the real amounts. Internatiollal FillDllcial Slatistics, IMF, various years.
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Underlying the industrialization strategy was a cIear political rationale. Similar to the
.

Sabahs, the Hashemites viewed industrialization as a roeans to draw politically loyal elements into

the private sector. Contrasts with Palestinian-dominated private commerce were hard to miss.

Many of the new government technocrats pushing Jordan's industrialization tound themselves

appointed ta the boards of the Big 5 and other publicIy invested in~ustries~ tor example, Saket at

Jordan Cement Factories~ Abu Hassan al Jordan Ceramics~ and Ayyoub at Aluminum industries.

Despite these successes, the private sector remained finnJy rooted in comnlerce and Palestinian in

origin. lndeed, the majority of private industrial establishments were run by the elit~ Palestinian.

merchants who chose to diversifY. Thus, while sorne politically loyal elements were induced to

enter the private sector, government service remained the prime destination tor East Bankers.

An obvious difference, then, between Jordan and Kuwait was that the rather small Kuw.ait

industrial sHce presented little threat to the Keel, while the more sizeable industrial sector in

Jordan atlècted the ACC, especially since an industrial association had already been tbrmed. Its

tirst, nlost obvious, manifestation came with the appointment ofWalid Astour, lormer president

orthe ACl, to head the Ministry OfeOmnlerC~ and Industry. The appointment marked the tirst

and only time a representative ofa private sector association was given this imponant minist!)'.

The tàct that the appointment did not come trom the ACe reflected not only the political

iOlponance of industrialization but the declining influence of the ACe. The choice, however, was

off set a bit since Walid's relative, Zuhar Asfour, was vice-president of the ACe.

A second policy with political undenones was the relaxation ofbusiness licensing.

Beginning with the 1972 Encouragement ofInvestment Law, the ~1inistry ofCommerce and

Industry was given far greater discretion in awarding special tax breaks to new businesses. This
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had the etTect of easing licensing requirements, since the ministry switched to using tax incentives •

as the principal means to dissuade licenses in saturated sectors. Consequently, "around 1971-72

the govemment began to approve nearly aIllicense applications without regard to the number of

firms currently in existence.nllS Combined with the continuing influx of Paiestinians in the 19705,'

the size of the private sector as measured by the number ofregistered companies shot l'rom 2,30'5

in 1970 to 12,439 in 1982.1l6 ln Amman, registered ACe members increased l'rom 2,100 to avec

8,000 ln the same period. As in Kuwait, the eombination ofindustrial policies with a rela.xed

lieensing regime helped lay the toundation for a new merchant elile. Gradually, as the

entrepreneurial ranks expanded, ACe revenue increased. but the cast was greater stress on ilS

institutional capabilities (recalling Samuel Huntington's tàmous thesis). This occurred precisely at

the moment the state launch~d a third policy, one aimed directly against ACe interests.

Like many developing countries of the 1970s, Jordan experienced chronic. high inllation.

It was classic liquidity induced intlation. Remittance increases, higher oil priees, and a greater .

volume of impol1s (sa called, imponed intlation) drave up priees, panicularly in Anlman. From.

1973 to 1974 the consumer prke index rose 17 percent in Amman aIone. As housing shonages

increased, land prices and rents went up correspondingly, nearly 200 percent in 1977.n Elite

merchants who had built up (or been awarded) land tracts in the 1960s protited immensely. Gi..-en

p.73.

U Ma=lIr, Economie Development, p.220.

16 Fillall"ia/ Til1lf!st 13 August 1982.

117 klicJd/e Easl alld Afrieun Ecollonli~'1 (October 1974), p.134; MicJd/f! East (March (977),
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• the politieal sensitivity of higher priees,"" the state stepped in forcefully. ln 1974, the state creat~d

the Ministry ofSupply (MaS). Previously just a division within the Ministry of

Commereellndustry, the MOS was made a separate ministry with cabinet status. The MaS

eentralized government subsidization schemes and extended them ta more classes ofgoods. Il..

took over the importation and distribution of meal, riee, sugar, tea, tlour, cooking tàt, and some

fuel products. Storage tàeilities were established tbr non-eontrolled goods to allow the state

further leverage over distribution and priees. For other categories ofgoods, the MOS established

set priees and published lists of the oftieiaJ priees in the local dailies. These activities quickly

made the MaS one of the most important economie ministries.

Mas ofticials regularly eriticized nlerchants tbr ·-hoarding," "price gouging," and ignoring

the needs of low income eitizens. Press and governmem rhetorie accused the minority of rich

merehants of protiting at the country's expense.ll~ [n 1978, Prime ~linister ~ludar Badran in a

major address issued not-so-veiled statements on the govemment's concern. ··any goverrunent in

power must aint at ensuring the prosperity and well-being of its citizens \\ ith an atmosphere of

security and stability so they can produce and build." The next Prime Minster, Abdul Hamid

Sharat: continued the eanlpaign by railing against ··runaway consumption," emphasizing

.Oincreased production and a cutback in luxuries," and suggesting mat °1ree enterprise would be

promoted as long as it is conducive to the welfare of society and lies within the eonstraints of

social justice and balance."9O Action followed words. The Cabinet approved a Citizens'

•
III Those bearing the brunt of priee increases could not help but notice those profiting-­

Palestinian merchants.

19 AI -Dlu'llir 10-16 Mareh; AI-Rai 7 September 1980.
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Complaint Bureau to facilitate intormation about merchant price violations. Soon after, a

military-run, anti-corruption court was created to lry price violators.91 ln 1980, the MOS

expanded its reach by opening "parallel markets" designed to sel1 a wide range ofcommodities al

below market prices. The Minister of Supply, Jawad Anani, then announeed the government

would be creating a chicken supply company to slaughter, package and market taul al below

market priees. 92 ln addition to threatening ACC member interests by competing with retailers,

MûS policies furthered the political direction of industrial and licensing policies.

MOS inlport schemes relied on middle merchants to import the subsidiz~d commodities.

These arrangements created instant monopolies and guaranteed protits ter merchants close to th~

bureaucracy.!lJ ln the words of one tarmer ACC ofticial, ""the MOS became a swamp."

Collusion, easy protits, and corruption help~d create another niche tor a class of nl~rchants

wedded to state distribution.

Inler"ul dynuIII;cs: coulil;(J1I bui/ll;ng ""d st!clurul rl!pre$l!ntllt;on w;II.;" ll'I! ChulI.ber

Superticially and vicwed in isolation, the ACC appeared to be a strong and durable soci~l

institution in the 19705. lt survived the civil war with no doubts about its loyalty to the

monarchy. Its elite was protiting from the boom in consumption and rise in land priees. As

90 ElU, No. 1 (1980), p.15.

91 Jordan lïmc!s Il JanU8l)' 1980; A4idd/f! &., COII/emporary SlIrve!Y, Volume 4, 1979­
1980 (New York: Holmes & Meier Publishers), p.573.

92 ElU, No. 2 (1980), p.14.

93 Various interviews.

192

'. ,

•

•



..•

•

private savings were invested in the West, sons and daughters followed. The widely respected

Muhammed Ali Bdier, remained president, and the cream of the elite merchant families were

represented on the board, including: Asfour, Touqan, Tabba, and Taher. Despite these positive

conditions, the ACC realized liule lobbying success, particularly on the macro issues ofeconomic

policy. As in Kuwait, increased state autonomy translated into officia! disregard for ACe

interests. Moreover, the 1961 organizationaJ changes and the growing ranks of new merchant~

were recasting intra-associational politics. First, what were these the internai changes?

Under Bdeir in the 1970s, the ACC instituted several positive changes. The Chamber

bought land and constructed a new headquaners in a developing upscale area of Amman,

Shmeisani. ShIueisani was a booming business and residemial area of the Palestinian merchant

elite. Many of the largest commercial and banking (including the largest, the Arab Bank) firms

had moved their headquaners to the area. Hence, it was no coïncidence that the ACe

headquaners were built across the street from the Arab Bank building. Since office tàcilities were

signiticantly expanded, the board approved an expansion of the permanent administrative staff

There was enough additional space ta rent tloors out to local businesses. The area quickJy

becanle synonymous with the heart orthe business sector of the city.9-1 Along with the physical

changes, Bdeir created a library and documents division to store and organize much of the

economic statistics which state agencies, like the CentraJ Bank and the Ministry of Planning, were

producing annually. He also introduced one orthe first computer-$ystems in Amman. The rather

unsophisticated (by today's standards) punch-card system was tasked with upgrading and

handling the growing nunlber ofmember registrations. No other private social institution

9.a Interview Tijani.
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operated such a system and only a handful of state agencies had followed suit.9S In contrast with

these organizational upgrades, more negative trends were taking root.

By 1973 the Palestînian character of the ACC was solidified. Not only were the vast

majority of merchants in the Amman area Palestinian in origin, but the signiticant Syrian board

representation of the past had a1l but disappeared. The 1961 changes in membership scope were

only seriously entbrced by the municipality in the tate 19605. Thet:efore, by the mid-1970s we see

just the onset of the effects that membership expansion and voting liberalization were going to

have. There are tèw open records remaining on past Chamber elections, sa one must piece

togelher the remnants with personal recollections to get an idea. What is documented was the.

membership breakdown. In 1975, of the total possible member voters (classes IIIll11u,e through

4), 9 percent tèIJ into the category ofold elile (those allowed ta vote and nominate belore 1961)

and 91 percent tèll into the newly enfranchised categories. By 1980, those ligures were 13

percent and 87 percent, respectively. Besides the obvious expansion of the overall electorate, the

increased nUlllber of elâtes complicated the processes ofelite compromise and cohesion. Sorne of

the elite increase included the new merchant rich, some the older generation, and some th~ sons of

the traditional elite. The periodic clashes ofperspective and bias alone would require constant

attention to nlaintain elite cohesion. The leadership team of Bdeir and Asfour in the 1970s, by aU

accounts was respected, secure, and skilled enough to manage the larger elite grouping without

any severe institutional or electoral repercussions. What eventually wrought changes was the

addition of the mass of lower category voters. Their problem came straight tram the literature on

9S Interview Matook; A/-l'a.t/rir c,I-Sa"awi)y. Ghllrfat TijàJoat A/lima" [Yearly Report,
ACC] various years.

194

-.

•

•



•

•

the difficulties ofcoalition building and collective action. ln line with Osions' s early hypothesis,

small groups have disproportionate powers tor collective action and organization. Once they are

no longer small, trus power weakens, but what is the process?

First evident in the early 1970s, elections for the 12-member board began to show signs of

aven ongin and religious affiliation. For instance, running in alliance with Bdeir, there would be ·

among the Palestinians two Christian candidates, two with ongins in Hebron, two from Nablus~

and outside the Palestinians, maybe one Syrian, one TransJordanian, and so on. Surtàcing

possibly in the 1974 election but cenainly in the 1978 election, formallisls of candidates

appeared. These lists compressed II board candidates plus their leader (the presidential

candidate) into a single vote list. A tool of coping with the larger and more diverse rank and lile,

lists allowed the presidential candidate to include elements representative of the larger voting

membership. Ascriptive concerns, like garnering the Hebron vote; gradually trumped more

pragmatic concerns, like candidate protile or political access. By the early 1980s, candidate lists

retlected less sectoral balance and more narrow interests. Choices based on ongin and religion,

nleant that an entire ACC board couId represent onJy one or two sectars, and trus occurred

precisely at the time in which sectoral diversity was deepening. An unbalanced board couId be

expected to present proposais to the state that reflected particular as opposed ta encompassing

interests. This is a clear violation of Oisonts thesis that encompassing associations, while

inlpaired al policy advocacy, are better able to espouse more baJanced economic policies.

Evidence to be presented about the 1980s and 19905 and the role ofvoting rules suggests

additions to Olsants thesis. Suffice it to say by the late 1970st a trend was emerging that this

Jordanian encompassing association was bath impaired at policy advocacy and unable to free itself
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tram panicularist interests.

•.

... •The effect on elites was clear. Not only winning elections, but distilling diverse interests'

into palicy initiatives, was greatly complicated because elites had ta play a two-level game, so to

speak. At one level, elite compromise had ta be made and cohesion ensured. At another level,

since sorne board mernbers were directly chosen because of !heir ties to the lower categories, rank

and file concerns had to be Olt:t not only every election but during policy deliberations as weil.

Negotiation between levels stressed information provision and made internaI political calculations

less dear. The etfects were not immediate, but hints of change du!ing the 19705 \'f ere evident.

One of the tirst, and most notable elile detèctions, was one ofSubri Tabba's sons, Tawtiq

Tabba. Like many sons of prominent merchant tàmilies, Tawtiq sought to demonstrate his

independence and success by serving on the board from 1966-1970. After 1970 he left the board,

despite attempts by Bdeir ta bring him back.96 His younger brother Hamdi, would eventually take

over Tawtiq's position, but the symbolism of the detèction was clear. The ACC was not the

association il had once been. One institution 10 c1early benefit was the ACl. Unburdened by t~e

need to compromise with its rank and rile, the AC1could attract leading merchants who chose to

take on the "industrial hat." Even though membership in the ACe was obligatary, industrial

representation was continuaUy absent, tbr an industrial board member could not command a large

voting black. lJ7 The lack of this imponant sectoral representation ~as not lost on state officiais.

Il should be remenlbered that the Prinle Mioister appointed Walid AsfauT, the former ACI

96 Interviews Tijani and Tabba.

97 The big vote getters became textiles trom Hebro~ foodstutfs fram Nablus, and retailers
tram Ramallah.
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president, to the post ofMinister ofCommerce and Industry in 1979. More evidence ofthe

declining ACC position and its antagonistic relationship with the ACI was Crown Prince Hassan's

negotiation eftorts in the 19705.

Buoyed by the growing po1icy advocacy role orthe RSS, Hassan took an interest in

private sector representation in the 1970s. He reasoned that the separation of industrial and

commercial into two chambers injured private sector representation and interest mediation. In
..

1971, Hassan engaged the head of the Central Bank to mediate negotiations between the (WO

associations with the aim of reuniting them. Off and on meetings took place until 1975. Bdeir

proposed that industrialists receive one third representation on the board--in other words a

guarantee of4 seats every election--while Asfour responded with a demand tor half the board.

Neither side compramised and the issue receded ailer 1975. Though there are no open records

on the deliberations, panicipallls and observers suggested that a core issue: for the ACe was the

growing power of the lower çategories.'J" Some of the most resistant (to ACI inclusion) executive

board members were those whase base was composed orthe newlj assenive lower ranks. They

stood to be sacriticed in any unitication process, and 50 raising the industrial percentage was not

negotiable from their perspective.1J'J This was possibly the last chance ACC eHtes had to alter the.

1961 organizational changes.

91 Interviews Hassan, Tijani, Tabba, Asfour.

9'J To be sure, sorne observers suggest that neither Bdeir or Astour were serious about
reuniting. Negotiations were taken because the Crown Prince had asked for lhem.
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ACC lobbying during the boonl

The types of lobby failure in Jordan closely resembled the pattern in Kuwait. Business's

resistance to more aggressive economic intrusions by the state were generally ignored. Policies

were adopted with little or no associational input. Sorne ofthese policies (e.g. helping foster

rivais) indirectly endangered elite interests, while others directly challenged merchant interests.

The suspension ofJordan's Parliament in 1976 was symptomatic of increased state autonomy and.
the general freeze on lobby venues during the boom.

Access points tor policy input underwent sorne change in the 19705, but in the aggregate

l11uch was the same as it had been in the 1960s. Persona! access to ministers (commerceJindustry

and tinance) and the Prime ~Iinister remained the paramount venu·es. Permanent representation

on the lnvestment Promotion Council within the ~linistry ofCommercellndustry remained in

place. The high protile policy role of Crown Prince Hassan, which began in the 19605, added

another dimension of access. Hawever, in the 1970s Hassan was building his own advisory

coterie within the RSS, and ACC elites had yet ta make much headway there. Consequently,

Hassan's record of economic advocacy in the 1970s retlected lilde of the ACC's concerns. In the

words of one board member, ··Hassan had his own ideas" in the 1970s.1OO Not umil the 19805,'

when the Crown Prince broached more consultation with the ACC, did merchant eHtes become

more conûortable with Hassan. A noticeable addition to ACe access came with its permanent

representation on the board of the Social Security Corporation (S~C) in 1980. The Corporation's

primary task was to extend insurance coverage for Jordan's work force. The SSC--in addition to

the Postal Fund and the JlC--acted as a principal funding arm for public investment in
...

100 Interview Hassan.
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shareholding companies. 101 These were imponant functions that clearly impacted ACC interests,

but since patterns of public investment were already in place, representation with the SSC did not

assume much lobbying importance untillater in the 1980s. The more imponant change in

lobbying access during the period was the suspension of Parliament and its replacement with the

National Consultative Council.

In 1974, Arab leaders al Rabat, Morocco declared the PaJ~stine Liberation Organization

"the sole and legitimate" representative of the Palestinian people. King Hussein, ever vigilant

over external politics and domestic impacts, returned trom the meeting deternùned to change ..
Jordan' s electorallaw to '''retlecl the new situation." lU.! The previous separation of the lower

house into East and West Bank elections was limited to the East Bank onJy. However, in 1976

the King halted plans to elect an East Bank onJy Parliament and dismissed Parliament. ln its

place, the King proposed in 1978 a temporary appointed body, the National Consultative CouO&il

(NCC). As its name suggested, the NeC was designed solely as a consultative body, with no

legally binding powers. lt was to deliberate on policy passed down l'rom the Prime ~1inister and

oner advice, but unlike Parliament, it could not approve or disapprove. At tirst gJance, the

suspension of Parliament looked ta be a gain tor the ACe.

The 60 menlber NCC had ilS own Finance Comnùuee, and business representation was tàr

greater than in past Parliamenls. Nine businessmen sat on the first council, including ACC board .

members Bdeir and Hassan. Other businessmen were either past board members or were closely

101 Officiell Ga:elle, The Social Security Law, No. 30, 1978.
..

IO.! Nabeel Khoury, ~"The National Consultative Council ofJordan: A Study in Legislative
Development," bllerllaliollal Jour"al ofMiddle East Studies, 13 (1981), p.429.
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allied witb ACC elites. Tribal representation (rarely in agreement with business) declined in

contrast to urban-educated elites as a whole. 103 Business represen.tatives controlled the Finance

Committee for the tirst time. However, access proved easier than actual influence. Aside from

the very limited power of the NCC, the royal invitation to panicipate was predicated on loyalty.

Just as Subri Tabba sat on the tirst appointed senates because ofhis loyalty and c10seness to the

King, the sarne was expected of the new generation. Consequently, businessmen sat as

individuals not as representatives of their association. Marnduh Abu Hassan describes the

precarious position ofbusiness on the NCC:

The NeC actually paralyzed business. We sat on the council without community activity
or assocational backing. We could do liule. Because there was already an atmosphere of
suspicion about business, our appointment was regarded with even greater caution by the
other political elements on the NCC.

Two pieces of legislation and the 1976-1980 economic plan lor Jordan best exemplified

the ACC's lack of policy input. In 1972, the Prime Minster pushed through Parliament a key

rctcrro orthe Labar Law. The purpose of the reform was to enact legal paranleters for the

establishment of professional associations. 10.4 ACC elites sought to have the reform stipulate that

professional employer associations (sub-sector associations like food stufts, transportation,

sweets, and so on) be legaHy obliged ta either faH under the leadership ofa local Chamber or

under the representation of the Federation. ln other words, tbey wanted encompassingness ta ~

extend not orny ta individual business licenses but to Iicensed economic associations as weil.

Since ACC elites feared that such institutions would compete for lobbying access or duplicate

lUJ Khoury, ··The National Consultative Council ofJordan;" and Bar, .. The Jordanian
El- " ""3Ile, p.__ .

11).1 Official (j'I:(!II~, Labor Law 1972, (Article 69, section 0).
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proposais, their appeal was based on the state's desire for one business voice on national policy.lUS

OfficiaIs at the Ministry of Commerce and Industry ignored the appea1 and left the reform rather

vague. Associations were given permission to form, and no legal guidelines on affiliation with the

Chamber were put in place. 106 The Chamber had little sway over associational formation since

permission was granted solely by the Minister. Seen in conjunction with other state policies to

spur the gro",th of ne", merchants, deccmtralization ofassociations made sense. WhiJe ACe eHtes

did not see such associations as serious rivais, their presence would evemually complicate

relations with state ministries and occupy resources otherwise in tfteir possession.

Another legaJ revision tlowing from the 1976-1980 economic plan stirred signiticantly

more ACC resistance. Following the exit of Western companies trom war-torn Beirut in 1975,

Jordan's state technocrats, led by Crown Prince Hassan, crafted a new vision ofJordan's

economic role in the region. ll
" The sanle group that pushed the idea of Jordan·s industrialization,

closed ranks with Hassan in dt:claring Jordan as "the new Beirut." With much tàn!àre and

international press coverage in 1975, the Crown Prince unveiled plans to turn Amman into the'

new center ofbusiness in the ~Iiddle East. lU' World Bank President, Roben ~lcNamara,

reponedly agreed to baek the plan with targeted loans.lo") The twin visions of an industrial Jordan

and the new Beirut came together in the 1976-1980 econonlÎe pla~ for Jordan. The plan

lUS As weil, the additional fees trom associational members would be welcome.

106 Interviews Malook and Abu Hassan.

lU7 Even into the 19905, this new economic vision ofJordan surtàces again and again.

lU' New York Tinl&!s, 2 Oelober 1975.

1O'J Journal ofCOnllllf!n:e, 8 December 1975.

201



represented the low point for AC~ involvement in planning for lordan's economic future.

Integral to the plan were caUs lor increasing investment in industry, mining, and tourism. 11U It

projected investment in commerce ta decline. Ta boost export oriented industries, the plan called

for a committee ta reexamine Jordan's tariff structure. Though the therne of taritl' retorm was an

annual concern of ACC policy papers and leuers ta the Ministry, the committee had no ACe

representation. lll In addition to ignoring any input role for the ACC, the plan called tor

expanding the capabilities of th~ ACI by funding the formation of sub-sections to caver specifie.

industries. Il:! Ta serve the purpose ofrecasting Amman's regional role, the plan advocated

modit)ting the 1972 Encouragement of [nvestment Law.

Hassan and rus advisors argued that a tirst step in replacing Seirut ~ould be ta attract

those tirms which left Lebanon. On November 1976, the ~linistry of Commerce and Industry and

the Prime Minister's oilice completed revisions ta the law. 1t was clear ACC elites had not been

consulted either on the law or on the larger vision tor remaking Amman. Foreign companies

wishing ta relocate to Anunan "'cre exempted tram registration with the Chamber. and l'rom

custorns tees. III The conmlittee (on which the ACC had representation) empowered in 1972 to

rule on tax breaks tor business was bypassed by tbis new legislation. Judgements tbr foreign

business requests would be made in a week by the minister only, not the comnùttee. Theretore,

IIU Five Yt:"r for Ecollumie and Social Deve/opmf!lll. 1976-1980, Ministry ofPlanning,
Amman, p.39. ..

111 Ibid, p.173.

l12/bid, p.176.

lU Offi";ul Ga:t:lle. Law No. 46, 1975; ElU, No. 1 (1976), p.14.
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not onJy was the Chamber deprived oftèes and contacts from foreign business licensing, but

important leverage over granting breaks was bypassed. By spring 1977, businessmen in Amman

were openJy protesting the law. They argued that simply letting in foreign offices contributed

linle ta the economy, but actuaHy stretched already tbin social services and increased competition

for skilled workers. 114 ln vain, ACe elites filed petitions with the Ministry and the Prime ~1inister

to r~voke the law. The failure of these eftons soliditied an already poor record of lobbying by lhe

association up ta that point, because the Chamber was aJready losing its most imponant struggle

over the ~linistry of Supply.

The creation and operation of the MaS was the most injurious and ditlicult issue merchant

eHtes faced in the 19705. Jordan and its private seclor had successfully \'.eathered the waves of

Nassar inspired socialism of the 19505. Demonstration etlècls from Nassar's treatment of Egypt's

once well-respected private sector were muted in Jordan. llS However, the public sectar mood of'

the 1970s, resounding with ilS injunctions against "runaway consumplion" and demands that "free

enterprise.. .lie within the conslraints of social justice and balance," echoed--lor Jordan' s merchant

elites--themes of the Nassarite era. Exaggeration was easy, but the MOS's activities and the

ESC's selective sequestrations dep.arted from traditional state-business relations. These were not

halcyon days tor the pnvate sector.

ln the tirst place, state otlicials did not consult ACC representalives prior to the creation

of'the MOS. To no avait, Bdeir and Asfour reacted by petitioning ta the Prime Minster tor ACC

Il'' The Timf!s ofLOlldulI, 25 May 1976~ A-fiddle Easl, April 1977, p.73.

Ils For an excellent history ofthat relationsrup see: Roben L. Tignor, Capi/alioS'" (",d ..
Naliolla/ism al the End ofl:..illpirt!: Siaie alld Business ill Decolollizing EK>pl. Nigeria, and
Kellya, 19-15-1963, pp. 96-194.
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representation within the MûS to ease sorne of the impon transitions and guard against unfair

accusations against merchants. 116 The rapid expansion of the MOS's import lists and goods that

tèll under price control were not curbed by merchant eomplaints. The type of working

relationship of the past where ACC elites, like Subri Tabba, worked with ministry officiais to set

up emergency storage facilities was gone. MûS officiais made storage, distribution, impon, and

pricing deeisions in the absence of any merchant or associational input. Mid-level merchants close

to MOS officiais were award~d monopoly impon righ15 to bring in goods tor the ministry.1l7

Ace elites argued that merchants were simply setting priees in relation to demand and ta cite

them for the rise in prices ignored other more imponant external factors, notably oil priees. ln the

lale 1970s, when the MûS began to establish retail autlets, "the private sectar began to see the

government as a competitor since it owned so many businesses."llll These tèars were eantirmed

with the MûS's decision to sp~nd JOli million to develap its own bakery capabl~ ofsupplying

Anlman with Il,000 loaves of br~ad an hour. lllJ For state otlicials and the monarchy, priee rises

and the need tor govemment r~sponse was an issue of politicallegitimacy. Uu

ln 1979, the Citizen's Complaint Bureau came inta etfect and military-administered courts

were enlpowered to try price vialators. The new Prime Minister Abdul Haroid Sharafgave

..
116 Interview Hassan, Tabba.

117 Interview Jabber.

1111 Interview Tijani.

ll~ !v/idd/~ Easl, February 1979.

12U For instance, there were repons trom Kuwait that retired army officers and bedouin
leaders staged a mareh near Amman in October 1979 ta protest the rise in priees. Kllwail News
Age/l'')' (KUNA)30 October 1979.
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special weight ta the MOS and ilS policies. 111 Over the next year and a half, ··hundreds of

merchants" were tried betbre tbis court~ additionally, retailers that violated priee controls or

··hoarded stocks" had their names pubIished in local tabloids. lll Amman merchants were

exclusively targeted and thaugh none of the ACC elites were arrested, sorne were quietly

implicated through the tabloïds. Despite protests that the MaS rein in such suspicion, the climate

continued. "MÛS witch hunts," (as they had became known among merchants) proved

ïmpervious to ACe influence even as Bdeir and Hassan led vocal criticisms of the government' s

pricing policies in the NCC. I.!J Prime Minister Sharaf rejected the appeals, as weil as proposais

that the Chamber' s own arbitration department adjudicate sorne of the priee violation cases.

The state'5 move into the private sector represemed a break with past arrangements

between state and merchant dites. AImost a mirror image of the broken Kuwaiti pact, Jordan's

private sector elites perceived that their own tàith and loyalty had becn trampled. Given the

tunluituoU5 eftècts capital 110\\ s had, ACC elites recognized the necd tor a greater state raie.

What they did not expect and what they railed against was the sacriticing of policy access and the

traditions of private-public consultation that had historically developed. On the one hand, the

Amman Chamber was one ofJordan's largest and best organized social associations of the 19705.

On the other hand, it entered the decade of the 1980s a significantly emasculated policy advocate.

The abrupt econon1Ïc shocks of the 19805 that engultèd Jordan and the entire region, heraided

121 Umayya S. Tukan, "The Debale about Development:~ in 11,t! Sh,'pillg ofail Arab
S/"/t!~.,"all: SharifAbd a/-Hcllllici Sharajand Ihe A-/odt!rn Arab JYor/d, Patrick Seale, ed. (New
York: Quanet Books~ 1983), p.l09. .

122 MESC, Volume 5 ( 1980-1981), p.639; Interview Hassan.

12J AI Rai, 14 November 1979.
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new opportunities to reverse this trend. Intra-associational trends and domestic political

dynamics, however, nùtigated against a retum to power.
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J.SUMMARY

ln sorne ways, the boom period enhanced state developmental policies of the 1960s. In

other ways, Jordanian and Kuwaiti public policies broke with past-arrangements, specifically

privatelpublic consultation. With state autonomy at its pea~ each Chamber was equaUy

estranged and isolated from meaningful policy input. Similar weaknesses, however, could not ..

mask divergent internai dynamics that were 10 have crucial etfects the next decade. The following

points summarize these salient issues.

1. Patterns of state economic intervention moved along similar lines and employed sinliJar
means. Significant amounts of exogenous revenue buttressed jumps in civil service
employmenl. By the lale 1970s, the majority of the Kuwaiti and Jordanian work forces'
were publicly employed. More rent expanded state capabilities to purchase large numbers
of shares in formerly private companies. When considered in conjunction with state
owned enterprises, public control of the domestic economy in each case was profound.
Included in the expansionist policies were incentives to expand the ranks of the private
sector~ one direction was industrialization, and another was more liberallicensing
requirements. As a result, the entrepreneurial ranks in each country grew. The key
difference was that industrialization took hold to a greater-degree in Jordan than in
Kuwait. Owing to what Robert Looney termed a market with '-high purchasing power but
low sales,"l:!-' tèw of the Kuwaiti private sector were lured away from the lucrative
commerce sector into industrial ventures. Actually, technocrats in each country showed
litde cognizance tor the standards of investment safety and profitability employed by
private sector decision makers. So, industrialization in Jordan was marginal as weil.
However given its larger market for mid..level goods, it developed a more identifiable
private industrial sector by comparison.

2. While econonlic policies meshed weil with ideologies of the day. these policies were also
undergirded by clear political rationales. Each monarchy sought to foster new economic
elites through either industriaJization, more lenient business licensing, or unregulated stock
markets. The aim was to create a business class more closely associated with each
regimes' base of politicallegitimacy. It succeeded to an extent. Industrialization took
hold to a greater extent in Jordan and therefore sorne ofthe new elite would be rooted in
that sectar. In Kuwait, the new elite was less sectorally distinct and more ascriptively
specifie.

12-1 Roben E. Looney, --Employment Creation in an Oil...based Economy: Kuwait," Middle
Eœ" Silldie~', 28, 3 (July 1992), p.574.
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While the extemaJ environment ofeach Chamber was quite comparable, divergent internai
dynamics were beginning to show evidence. The KCCI weathered the decade with
signifieant increases in membership and with ilS cohesive leadership in control. The ACC
aIso witnessed membership increases, but at the same time, the 1961 organizational
changes began to make themselves fell. To be sure, the leadership in Amman remained
composed of a cohesive elite into the 1980s. However, elections became more complex.
Difficult two-Ievel balancing games evolved whereby intra-elite compronùse was not
enough. More and more, eHtes were forced to construct that compromise upon rank and
file concems, ascriptive isslrles, and electoral needs. Coalition building with the Chamber
was showing sign of stress. In the offing, the growing power of the ACl was apparent.
Just as sectoral diversity was beginning to take hold, internai dynamics at the ACC were
crippling the ability of the institution to incorporate and Mediate those competing interests.
Elite defections from the ACC were not far away.

•

4. Lobbying venues in Kuwait and Jordan showed similar patterns ofchange and
development. Personal contacts at the top of the relevant economic ministries and access
[0 the Prime Minister remained paramount. Parliament in each case was suspended,
Iimiting overaIl access to policymaking. New technocrats, lied to the monarchy, came to
dominate economic policymaking in isolation from Chamber input. Personal antagonism .
and disputes between state officiaIs and Chamber leaders further eroded lobby access in
each case. While stale liscal aulonomy meanl Many issues were off the table (taxation for
instance), few business inputs were rea1ized in policy during trus period. Persistent KCCI
injunctions about stock market regulation went unheeded. ACC ideas on taritf retbrm,
and adjustnlents to the power of the MOS were equally ignored. [n each case, policy
targets were amorphous and difficult to pin down. Best evidence of this was the graduai
eroding of the merchant-ruler pacts. [n Kuwait~ royal family members moved into private
business, but the ability of the KeCI to respond to tbis coye" trend was linùted. More·
blatantly, the creation orthe MOS and aggressive state takeovers in Jordan, prompted
strong, but fruitless, ACe resistance.

. .
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V
LEAN Tl~IES AND NEW DIRECTIONS: 1982-

1. KUWAIT AND THE BUST

Just as sudden intlows ofcapital disrupted existing economic and political arrangements,

their reversai had equally profound repercussions. The economic historian David Landes best

summed up the precariousness of the rentier state: ~'Easy money is bad for you. Il represents

short-run gain that wiU be repaid tbr in immediate distortions and later regrets."1 The fiscal

crunch, coming at the time it did, provided a good window on state-business relations and the

tàctors that had previously atlècted il. What we see is astate beset by two liscal crises~ an

externaUy imposed decline in ail rents and an internally generated tiscal collapse brought on by the

crash of the Suq al Manakh. Exacerbating money problems, were persistent regionaJ security

issues l'rom the 1980-1988 Iran-Iraq war. These pressures culminated in the Iraqi invasion and

coalition liberation of Kuwait in 1990-1991. If the fiscal crises of the 19805 had not laid bare

state vulnerability, then cel1ainly Iraq's invasion did 50. The Chamber exploited these openings to

tàshion a new relationship with the state. Renewed policy intluence allowed KCCI elites to shape

tiscal resolutions, intluence the progress of privatization, and strike at the support base of rivais.

Institutionally, the KCCI was not stagnant but showed remarkable flexibility and endurance.

The rebi", ofpar/ill,"en'. the ru/e ofb"sine~~. und thefi~ca/ cris;s

The tinting ofKuwait's crises coincided with the maturation ofnew social and

1 David S. Landes, Tht: ~Vt!al/h and Povt!rty ofNa/iolls, p.173 .
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oppositional forces. If in the 1950s and 1960s the merchants were dominate and in the 19705 that •

position declined as the power of religious and tribal elements grew, then the 19805 and 1990s

cao be described as the heyday of the new opposition. Therefore, on the one hand once the fiscal

crises took hold, the policy environment was considerably more populated than in previous years.

On the other hand, the presence of more organized groups pressing for policy access Oleant the

state was significantly more vulnerable than in previous years. lt was a reversai of fortunes.

Allies the state and the monarchy had helped create to counterbalance the merchants now needed

counterbalancing oftheir own. In Crystal's words, "by developing nev. allies, he (the Emir) had

inadvertently politicized them."l Relying on ilS organizational capabilities and elite cohesion, the

KCCI could exploit this opening and trade-ofr support for the government in return for policy

intluence. A hint of trus dynamic came belore the actual tiscal crunch.

Iran's revolution had r~verberated throughout the l\.1iddle East. For Kuwait and its

substantial Shia minority, events in Iran were for aIl intent and purposes pan of Kuwaifs

domestic politics. The larger Shia tàmilies (such as the aJ-Wazzan) had always been a bulwark of

Sabah legitimacy because the monarchy had loaked to them ta lead the larger community. Iran's

revolution and subsequent demonstrations by Kuwaiti Shias in 1979 cast daubt on the broader

community's loyalty. Ta head otfpotentiaJ instability, one of the monarchy's responses was to

cali for the reinstitution of parliament.

ln 1980, Crown Prince Saad announced the creation of a Constitutional Review

Committee to reform the eiectorai process and kick stan elections. Headed by a KCCI board

member Abdul Razzik Khalid al-Zayd, the committee inc1uded a number ofKCClloyalists. Sorne

2 Crystal, Oil QJuJ Po/ilic:~, p.l01.
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• press reports directly criticized the Chamber presence, suggesting the government was reverting

to the old power structure.} They were prescient. Interestingly however, the committee

approved a redistricting plan whereby the country was divided inta 25 two-man constituencies

instead of lO--it should be remembered that the KCCI proposed reducing the nuntber of districts

to two in the 1960s. Lines were redrawn to favour bedouin/tribal candidates and to divide the

Islamic elements. The redistricting crippled the left-nationalists like Ahmad al Khatib, who was'

not reelected. Tribal representalives increased their seats to 23 and Sunni religious candidates

surpeisingly won S seats. This representation was split between the more main1ine ~Iuslim

Brotherhood's Social Retbrm Society and the more conservative SalafiY}in Islamic Heritage

Society, but an alliance quickly developed..&

ln committing to the changes, the KCC1was admitting to its loss of Parliamenl. hs

candidates were squeezed into fewer districts as tribal and religious districts grew. For example.

the old Qibla district, a stronghold of KCCI asil nlerchants, was divided into three new districts. S

This narrowed KCCI representation to one prominent candidate, Jasim al-Sage brother of Abdul

Aziz al Sagr. Though al-Sagr headed the politically sensitive foreign affairs committee, his voic~

in all matters was deemed ta be ofticial KCCI representation. To be sure, other asi! merchants,

affiliated with or related to board members, did win elections. Parliaments in the 1980s and 1990s

l MECS, Va/II/nt! -1. /979-1980, pp.404-40S.

~ lt was also in this period that lslamic control of the local cooperatives spread. In the
same year as the parliamentary eleetions, Salafi and Brotherhood candidates took over half of the
local cooperative. Crystal, Oil alld Polilies, p.103. This will be discussed in funher detail at the
end of tbis section.

•
S Ahmad Daher and Faisal Al-Salem, ""Kuwaifs Parliamentary Elections," Jourllal ofArab

Affairs, Vol.3, No.l (1984).
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were composed ofabout lOto 20 percent of these merchants, but Jassim al-Sagr was the sole

KCC1representative~6 hence, the contrast with the parliaments of the 1960s and early 19705 was

stark. Regardless of the loss of representation, greater openings toward the Charnber were

unmistakable. In addition to its presence on the Constitutional Review Committee, the post-

election cabinet was noteworthy for the absence of two KCCI rivaIs, Atiqi fron1 finance and Natisi

from commerce/industry.

Government gerrymand~ring and couning of the KCCI did not qu~ll the opposition.

More pro-Islamic policies also did not seem to work. In 1983, six car bombings look place in

Kuwait City. The attacks, ti~d to a Tehran based Shia oppositional group, prompted the state to

reverse course. ln the 1985 eleclions, government (oven and coven) suppon turned to.... ard the

old leftist/progressive elements. Their gifted leader, Ahmad al-Khalib was protiled in a lengthy

television interview. To discredit the Islamic opposition, an official at the office of the Emir

suggested that Islamic groups had violated Kuwaiti law by operating as political parties. 7 Election

results marked a return of Khatib and his progressives~ tribal candidates repeat~d their previous

victories with 22 seats~ and lslamic candidates tàred bad by six seats. ln a surprise result, Jasim

al-Sagr lost rus scat Though other asi1 merchants (~1utawa, Ghaninl, and Qutami) won seats, the

loss of al Sagr marked the tirsl lime there was no uKCCI representative" in parliam~nt.· As

before, the government appear~d to have an assembly of loyalists, and yel, an alliance soon

6 Though nOl oven, KCCI eliles certainly supported the candidacy ofsorne of these
nlerchanls and others whose future support could be counted upon. In Kuwaiti politics, covert
backing was common practice for all elements, including the government.

7 MECS, Volume 8, 1983-8-1, p.404.

Il Interview Johar; Candidate lists and vote tatals in, AI-Siyasa, 22 February 1985.
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developed between the Islamists and nationalists.

By now it was obvious, Parliamentary elections did little to curb political instability. In

May 1985 an unsuccessful attempt on the Emir followed by several bombings, shook the country.

Government preoccupation with internai security was aggravated by new crises within Parliament.

Opposition groups investigating accusations of fiscal impropriety by Minister ofOil Shaikh Ali

Khalifia al-Sabah demanded his resignation. The combination of ~olitical instability with an

unruly opposition was too much, so that in July 1986 the Emir suspended Parliament.

lt did not take long, however, for opposition groups to mount pressure tàr the retum of

Parliament. In late 1988 and early 1989, petitions surfaced demanding the restoration of

Parlianlent and a lifting of press restrictions. II Islamist, nationalist, and business ail panicipated in

the petitions. Abdul Aziz al-Sagr look the leadership orthe merchant community's denland for a

retum of Parliament. Diwaniyyahs held by al-Sagr and other KCCI elites provided imponant

venues tor the venting ofopposition demands. lU Recalling events in 1921 and 1938, merchant

elites were making a play tor their "rightful place" in Kuwait's social and politicaJ lite. By 1990,

ail opposition strains had com~ together in demanding a retum of the constitution and Parliament.

Similar to Jordan's NeC, the Emir responded by convening a 75-member National Council to

quell opposition demands and prepare for new elections. The process was barely underway

betore Iraq invaded on 2 August 1990.

In exile during the occupation, the opposition realized unparal1eled leverage. With the

global spotlight on Kuwait, the Emir agreed to a national convention ofopposition and

9 MECS, ,. O"IJ"~ /3, ll)lJC), pp. 484-489.

lU fïlla""ia/ fimes. l3 March 1990.
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government ofticials in Ta'i!: Saudi Arabia. The meeting was the KCCl's show. They

represented not ooly the traditional opposition but a bedrock ofSabah loyalty in the face of lraqi

occupation. KCClleaders Yusufal-Ghanim and al-Sagr stayed in~Kuwait during the invasion.

Rumours at the lime ponrayed al-Ghanim as a key player in the resistance supplying

communications and support equipment for Kuwait's underground. Il There was Iiule doubt

where the loyalty of KeCI ditçs fçsided. At the Tatif me~ting, a famous photo showed al-Sagr

(who was smuggled out of Kuwait for the meeting) seated at the right hand of Crown Prince

Saad. The symbolism was 001 to be missed. Among the opposition demands al the conference

was an assenioo for the monarchy "to stop running Kuwaifs finances as a tànùly shOW.nll The

Crown Prince had no recourse except ta commit to new eleetions after liberation.

Those elections in 1992 witnessed a return ofJasim al-Sagr 10 Parlianlent, this time under

the banner of the KCCI's own political grouping. "J-TC.Y"lIIl11l1 al-l?II~/lIri (the Constitutional

Group). The group advanced a plattorm focusing on a greater role tor the private sector in

Kuwait's economic management and more decentralization ofpolicymaking. Recapturing ilS role

as loyal opposition and successfully pusiùng for the reintroduction of Parliament did not mean a

merchant victory was absolute. For instance, unsupponed by the Islantic and tribal blocks, Jasinl

al-Sagr tàiled in bis bid to beeome Speaker ofParliament.Il The struggle for Parlianlent in the

11 These staries are easily exaggerated. More legend than hard evidence of the extent of
Kuwaiti resistance and its players survived the occupation. But in this case, perception was
equally important as fact.

12 N~w York Tin'~~', 13 October 1990.

13 Elll, No. 4, 1992, p.9. Il is wonh recalling that the last speaker was Jasim's brother,
Abdul Aziz al-Sage.
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19805 and 19905 confirmed that the KeCI had returned as an imponant political player, but it did

not dominate the arena as it once had. Weil organized tribal and lslamic groups occupied the

public poliey arena as weil. Nevenheless, Parliarnentary politics reopened venues for KCCI

lobbying. lt not ooly signalled wider state vulnerability, but il was an important aspect ofthat

vulnerability. Briefly reviewing the country's fiscal crises points to other areas in which

vulnerability appeared and state autanomy decreased.

Fiscal crises: bad loans and debt

Internai and external tiscal crises beginning in 1982 represented a reversai of the halcyon

revenue days of the 1970s. The crash of the Suq al Manakh (to be discussed in greater detail

below) crippled Kuwait's tinancial system. The over 5,000 individual debts from the tàllout

totalled a whopping 92$ billion, more than 17 limes the foreign reserves of Kuwait and 4 limes

that of Saudi Arabia.l~ Most of these debts were backed by local banks which could not meet the

liability. ··The willingness ofbanks ta keep daubtfullaans on their books and stretch thenl out

over a longer period of tinle still means the loans have to be funded on the liabilities side of the

books."U The crunch could not have come at a worse time as world oil prices declined by 15

percent trom 1981 to 1983. Kuwait' s own oil exports declined by 50 percent in the same

period. l~ ln aggregate ternlS this meant the 2.5 million barrels a d~y that Kuwait exponed in 1979

1" Dcuwiche, Thf! GulfSiock Exchallge Crœ'h, p.1 01.

lS ElIrOniOIlf!J', August 1985, 119.

16 Mahmoud A. Kaboudan, ~~Oil Revenue and Kuwait's Economy: An Econometrie
Approach," flllerllaliollai JOllrllal ofMiJJ/e Easl SllIdies, 20 (1988), p.46.
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were down to 1. 1 million by the mid-1980s. Oil revenue as a percentage of the state budget

declined accordingly (see Table 4, appendix).17

To fund the shortfaJl, the state ran a deficit in 1981 for the tirst time in Kuwait' s history.

Chronic deficits stretched into the 1990s. As GDP growth declined through the tirst half of the

1980s, the government drew down its own reserves (3.35$ billion by 1985) to inject liquidity into

the banking system. In 1988, the Central Bank reached ilS lowest level of foreign reserves (1.4$

billion) since 1973. The lraqi invasion, ostensibly sparked by fiscal disputes between Baghdad

and Kuwait City, ended any hope tor a short-term solution. To fund costs of the war and post-

war repairs, repons suggested that the government redueed ilS foreign investment porttolio,

estinlated at 100$ billion, to the range of 15 to 35$ billion. II Complete details were never

available on the exaet amount of the reduction, but the haste of the liquidation was best

exemplitied by the govermnent's sale of shares in Britain's f\1idland Bank at weil bdow market

priees. l
!} Fiscal vulnerability tèd baek into the reassenion of the political opposition and the

reopenings of Parliament. Fis~al vuinerability aiso meant the state needed the private sector, if

not to contribute economk solutions, then to share sorne of the political heat.

Re'",n ulthe KCCI

Entering the 19805, the KCCI was in an excellent position. The cream of the elite

17 Beginning in 1987, retums trom Kuwait's overseas investments outstripped ail revenues
every year.

II ~IECS. , 'u/unle! 17, 1~Y3, p.496.

19 Mitltlle East (September 1992), p.36.
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remained in control. Despite the appearance of political rivais, the Chamber was one of the

largest, best organized, and best funded independent institutions in the country. lt was weU

situated to take advantage of the state 1s financial and political wlnerability. Three thernes detined

the KCCrs 15 year retum ta policy etfectiveness: (1) solving the inter-related problems of

debtors and creditors from the Manakh crash and Iraqi invasion; (2) influencing the process of

economic retorm and privatization; (3) curbing the growing power of the lslamic opposition.

Each direction required eftèctive policy advocacy and measured policy participation. The

association had ta walk a tine line belween being useful to the state but avoiding being used.

Aside trom these tasks, KCCI elites still tàced internai difticulties arising trom the evolution of

new nlerchant elites beginning in the 1970s. The association's organizalional advantages proved

decisive in both assisting its relurn to intluence and ilS ability to cope with and selectively

incorporate internaI rivais.

Cracks ill the wall: lIew policy venues in the 19805 and 19905

Whereas lobbying venues remained essentially stagnant during the 1970s, they muitiplied

during the 19805 and 1990s. The most obvious of the openings was Parliament. Unlike its

predecessors of the 19705, asselublies of the 19805 tbcused far more on domeslic political and

economic issues. Ministerial corruption and financial impropriety were popular issues. The

powers ofParliament remained as circumscribed as in the 1960s) but the better organization and

aggressiveness of the opposition stretched that authority to ils Iimit. Especially during the Suq al

Manakh debates, the Finance Committee in Parliament was a key venue for amending legislation.

However, the reassertion of Parliament also produced problems for KCCllobbying. ln one
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respect, Islarnic and tribal elements proved more skilled at Parlïamentary politics, complicating '. .

KCCI initiatives at key points. ln another respect, despite having only one representative through

much of the period, respect for the KCCrs economic analysis and its leadership made the

association a valuable ally for the govemment from time to time. KCCI dites etfectively

exploited trus position by playing offgovernment and opposition ta realize its own goals.

ln hand with the assenion of Parlianlèntary opposition, the press surtàced as an important

venue. Already established in the 19705, al-Sagr's annual economic repon as president of the

KCCI proved an authoritative and politically useful tool. ln the mid-1980s, the association's

research department was signiticantly upgraded with a contputerized data base and staff

expansion. Just as the Kuwaili government and financial institutions were known to recruit the

Arab World's best and brighlest,:w the KCCI augmented its stafTwith well-educated Palestinian,

Lebanese, and Syrian professionals. By the mid-1980s, the KCCI possessed a respected team of

Gulf economic analysts.:n ln addition, given that board members owned some of Kuwaif s largest

companies and tinancial institutions, the Chamber could count on the support of their research .

staffs as weil. 2.1

Knowing the profit and the power of media, il will be remembered that the executive

20 A good example ofthis faet is Ibrahim S. Dabdoub, ChïefGeneraJ ~1anager orthe NBK
(National Bank ofKuwait). Many observers credit the success of the NBK over the years to
Dabdoub's financial skills. Dabdoub is also a Palestinian with Jordanian citizenship. He remained
with the NBK after liberation and the expulsion of most Palestinians from Kuwait. The reason
was reportedly that the board ofdireetors (KCCI leadership families) petitioned the Emir to allow.
Dabdoub back in the country, so great was their need for his skills.

21 Interview WaJid Khadum, Executive Editor, Middle Easl Ecollomie Sllrv~y, Nicosia,
Cyprus, 10 July 1995.

II The research resources of the NBK alone surpassed most Kuwaiti ministries.
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board members had controlled the AJ-Qabas newspaper since 1970. Ils edilorial bem was

decidedly middle of the road. Unlike the more exciting and panisan lslanùc Al-At/u)la"u, or the

nationalist AI-Allaba, A/-Qah,,~ sought to antagonize few. Il was a calculated strategy that gave

Al-Qabw' the profile ofa sober, professional newspaper. In the early 1980s the Kuwait Centre of

GulfStudies round that A/-Q"bu~ had achieved the country's largest circulation precisely because

it oftènded few. lJ The paper tigured as an important lobbying tool throughout the decade. Every

major govemment proposai or draft was printed along with the Chamber' s response or expert . .

comnlentary. Chamber proposais were also given much coverage. To be sure, AI Q"b,,~was not

the only media outlet comprising Kuwait's rancorous press of the 19805 and 1990s, but it was

prominent and eftèctive.

ln contrast to the 1970s. state officiais turned to the privale sector more often and more

overtly. Throughout phases of the debt issue and etlorts al economic reform, the Prime

~linister's oilice crealed ,," huI.: comnlittees either to generate policy options or oversee

implementation. Almost without tàilure, KCCI represematives were present. l\tlore permanent

conwittees were aIso launched. ln 1985, the Prime lvlinister established the Supreme Planning

Council (SPC). Of ten independent members, seven were appointed fronl the private sector by

the KCCI.2~ !ts task was to submit policy recommendations to navigate problems arising from

decreased state revenue. Ever since the 1960s, KeCI eHtes had demanded less ad hoc: state

economic policy and more bureaucratized planning for the future. The SPC was a significant step

toward that goal. ln 1986, direct pleas by al-Sage resulted in the creation of the Econooùc

2J MECS. J'olunlf! 6, /Y8/-/982, p.499.

2~ r.1U, No. 1, 1986, p.7.
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Reactivation Committee, a high-Ievel advisory board ofKCCI bOé!J'd members and state

technocrats. Through these venues, the KCCI could integrate proposaIs ranging from debt relief

to economic reactivation. However, it is clear these were not open government invitations for the

private sector to take over econamic palicymaking. Similar ta mast develaping countries, these

type of state openings were fashioned with caaptation/survivaI strategies in mind or ta make the

private sector partly responsiblè for e~onomic oulconle. Consultation, not advocacy was the stale

intent. Therefore, inclusion was one thing, the extent and success of KCCI labbying would be !ts

own responsibility.

Aside trom institutional openings, increased access occurred through personnel changes as

weil. One of the key headaches tor KCCI elites in the 1970s was appointment of rivais at the top

of imponant economic ministries. By 1982 however, Atiqi and Natisi were gone. A distinct turn

toward the asil took place as the monarchy granted key ministerial appointnlents to KCCI

loyalists. The tlrst ofthese was Jassim a1-Khourati's appointment to the Finance Ministry in 1985',

One of the richest merchants, Khourati was a persistent critic ofgovernment policies in the late

1970s and early 1980s. The Khourafi tàmily was one of the tbunders of the Chanlber and

Jassinl' s relative ~lohammed al-Khourafi served on the board throughout the 1980s. ln that sanle

cabinet, KCCI board member Yousefal-Nisf was appointed Minister of Social Aftàirs and

Labour,2s The apex ofChanlber appoinlments came in the aftennath of the lraqi invasion when

Ali Hilal al-Mutairi, long lime Director-GeneraI of the KeCl, was appointed Minister of

Commerce/Industry. Though he was not an elected deputy and de.spite being a vocal critie ofthe

governrnent's economic managenlent, Mutairi became the first head of tbis ministry to be

2S MEED, 26 April 1985.
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appointed directly from the Chamber.26 Key personnel in these positions obviously increased

KCCI access, but it also enhanced businessJs leverage. Threatening resignatian (as al Nisf did in

1986) ar leaking reports becanle useful public relations tools.

Lobbyillg the ~Iallakb

The crash of the Suq all\1anakh stock market in 1982 and ilS economic repercussions

dominated Kuwaiti politicallit'e until well after the end of the Iraqi occupation. Aside from fiscal

dislocations, the crash wound~d Kuwaiti national pride. Long adnùred for their investment and

banking prowess, the Manakh exposed tàults in the system which embarrassed the nation. The

arduous task of addressing the debt problem came in two phases, adjudicating the debtors and

supporting the creditors. Opinions about how ta do this stretched between [Wo polar opposites.

One pole argued for a full government bailout of the debtors. Recalling governmem stock

bailouts in the late 19705, public, private, and royal tànùly debtors assunled the state should again

limit their liability to prevent lunher economic recession and capital tlight. The second pole

làvoured bailing out ooly the small debtors and leaning on the larger ones tor full repayment.

Factions in the goverrunent and lslamicJtribal opposition groups supponed this view. The KCCl's

own proposais evolved toward a central position, essentially going easy on the small debtors but

oftèring govemnlent assistance to help the larger debtors and support the creditors.

A few days after the crash, once the Byzantine network ofdebt became apparent, Crowil .

Prince Saad met with business leaders and market heads ta discuss a way out of the crisis. On 17

August, the Minister ofCammercellndustry held a press conference during which he stressed

26 ElU, No. 2, 1994.
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urgent measures, '~in collaboration with the pnvate sector," to address the situation. 27 On 21

August resolution 21 from the Council of Ministers made ofticial the government desire to work

closely with the private sector. A door for the KCCI had been opened. An otlicial KCCl position

did not immediately crystallize. lnstead, the tirst opinion to surface in public debate was the hard

line. Finance Minister Abdul Latif al-Hamad personified tbis position with bis often cited

•

statement. '. ,

Those who have debts must repay them or they will be sent to prison. To honour one's .
obligation is the ooly way to restore confidence. Those who keep their word have nothing
to fear. [have no regrets in adopting this harsh attitude because the reputation of Kuwait
can only be restored if we are strong. 211

lt was certain al Hamad represented only a tàction within the government and monarchy, but it

was the loudest voice al the anset. Since sorne 5.000 large and snlall debtors were scattered

among traders. governnlent employees. and royal tàmily members. rival views were slow to take

shape. The KCCI itself waited umil December 1982 betore it issued ilS tirsl otlicial position.

The apparent indecision of the Chamber was due in part 10 the tàct that some large

debtors held sway within the executive board. None of the sitting board members were ever

seriously implicated, but observers agreed that family members and friends of sorne board

members were among the debtors.!9 The core leadership (Sagr, Khourafi, Ghanim, Nist) was not

deeply involved in the Manakh, creating the generaUy correct perception that the debtors were

27 Al -lib", 18 August 1982.

211 The E"OIlOIlIi~'l, 4 December 1982, p. 86.

29 Interview Jassem al-Sadoun
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composed mostly of the 1I0U\'t!uux riches and the small dealers.3o Sest representative of the lack

ofsignificant KCCI involvement was that the National Bank of Kuwait came out of the crash

carrying few debts from the Manakh dealers. While Kuwait's other commercial banks allowed

post-dated checks, the NBK avoided involvement and lived up to ilS well-eamed reputation.

Therefore, though not deeply involved, the KCClleadership was greatly concerned about the

Manakh. The crash depressed the official stock nlarket and threatened to ensnare the wider

tinancial system. lt provided an opportunity to cripple the growing merchant rivaIs, many of

whom were caught in the crash. Taken together these were important internai and external

reasons for action. 31 A balance had to be struck between the desire to go hard on the debtors and

the need to protect against massive bankruptcies that could bring iiown the entire liscal system.

The Chamber's tirst policy stal~ment in December 1982 represented elile m~diation of these

interests.

Concluding that "aIl traders in tbis market should bear a large part of the responsibility,"

but adlnitting, "that it is impossible to tind a solution which satisfies all panies," the Chamber

proposed premiums on the debts be reduced from 25 to 50 percent to tàcilitate paynlent. Though

the KCCI cautioned against c~'Xcessive reliance on the public treasury, il nevertheless called for the

governnlent ""to provide funding...to "facilitate the payment of dealers liabilities. "32 Il was a

balanced proposai, avoiding the Finance Minister's ',ûsse:-faire attitude but still demanding a

JO The infamous '''eight'' were debtors who accounted for two-thirds orthe total debt. Its
leader was Jasim al MUlawwa~ previously a clerk in the government.

II Middle Ea~'1 Ec:ollomü: Survey (MEES)~ 28 March 1983~ p. B2·B3.

l2 A/-Qabas, 6, 15, and 16 December 1982.
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tbrm of assisted repayment. Severa! tbree-hour meetings between KeCI representatives led by al...

Sagr and a ministeria! committee headed by the Crown Prince took place to discuss the proposai.

There are no detailed records from those meetings, but al-Sagr' s position won out ovec the

Finance Minister and bis tàction. The Crown Prince agreed to go fon.vard with the core KCCI

proposai, prenlium stripping~ and put the proposaI before Parliament.JJ

Subsequènl Chambe:r oc:tails suggc:slèd thal a dèaring bouse be: se:l up lo règistèr and sort

out the outstanding checks. The Prime Minister appointed Hilal al-Mutairi (KCCI general-

secrelary and future Minister of Commerce/Industry) to head the Kuwait Clearing and Financial

Settlements Company (KUCLEAR). This body worked closely with the ChaJ11b~r's own

arbitration depanment and experts at the National Bank ofKuwait to son out, and where possible

seule, the debts. 34 The Chamber also sought to embolden its negotiating position by convincing

debtors to sign over power of attorney to il. ln this way, any arrangements negotiated by the

Chamber would be binding tor those who signed on. The collective action move proved

impressive with over 85 percc:nt of debtors signing on with the Chamber. Ji

By February Parliamentary opposition had mounlçd. Governnlent patience over the

progress of KUCLEAR was wearing tbin, and the aJ..Hamad faction appeared to regain the policy

initiative. Tone and rhetonc had decidedly changed loward purushing lIthe manipulators" and

33 AI-Qabas, 22 and 28 December 1982.

J.a Interview, Ibrahim Dabdoub, NBK. This was an interesting confirmation that rents
weaken astate's extractive and information gathering capabilities No state ministries had the
capability or expertise to sort out the debts, 50 the NBK and Chamber officiais were tasked with
collecting tbis vital data.

JS Interview Adin~ A4f.·~·S 6 December 1982, BI.
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dropping the KCCI's prernium stripping. The govemment placed sorne 60 investors under house

arrest, seized assets, and contiscated luxury cars.36 The Chamber tèlt "stabbed in the back.n.n lt

believed a deal had been struck with the government and the process ofarbitrating debts was still

underway. Opposition elements in alliance with the Finance Minister had pulled the rug from

underneath the Chamber. KCClleaders responded by arguing that without the hope that sorne.

government backing to lower premiums would arrive, investors would be less likely to agree to .

amiable settlements. Moreover, the threat of rnass bankruptcies among the merchant and trading

cornmunity could gravely cripple the financial sector. At this stage, the focus of debate shifted to

Parliament. lslamic and tribal deputies complained that the previous KCCI plan lell the smaller

investors with the brunt ofbankruptcy while the larger players were bailed out. Opposition

weighed in on the hard line.

ln Spring 1983, the Emir called a special session of Parlianlent to deal with the continuing

crisis. He needed a more balanced approach and desired Parliamentary approval. Once more,

KCCI elites look the lead calling for meetings with cabinet ministers and the Cro",n Prince to

discuss a new proposaI. The KCCl's proposai called for a halt to the governnlent's actions

(which they bléulled tor a rash ofbankruptcies since January) and a return 10 KUCLEAR's power

to lower indebtedness and tàcilitate repayments. Severa! meetings resulted in the basis lor new

governrnent legislation.llS To augment ministeriallobbying, the KeCI mounted a tierce public

relations campaign to suppon the premium stripping formula within the context ofvoluntary

l6 Crystal, Oil and Pu/itù.:s.. p. 99.

l7 Interview Adin.

)li Darwiche.. J'hl: GulfStuck Exchangl:, p.120; Al Qabas, 21 and 27 June 1983.
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multilateral settlements, which it would oversee. The lines were drawn.

On one side, Finance Minster al-Hamad, supponed by the opposition in Parlianlent, urgèd'

the hard Hne, while the KCCI, the Ministry of Commercellndustry, and Minister of Oil Shaikh Ali

countered with the premium stripping tormula. Media outlets were in full swing with the [slamic

newspaper AI-lv/II)ICl"'" running consistent criticisms of the KCCI/state positions. AI-Q"h~

joined the fray by criticizing proposed amendments from the opposition. N In Parliament an uJ

huI.: committee ofdeputies was struck to review the draft law and its various amendments. Il met

with government otlicials, KCCI representatives, and independent debtors and businessm~n to

canvass ideas. Headed by lslamic deputy, lsa Majeed al Shaheen, ·the committee proved a tocal

point for every lobby. According to Shaheen, ··We met with everyone. Some of the debtors had

very good contacts and could offer huge bribes. Representatives l'rom every district also made.

their presence tèlt." ln describing the KeCI, Shaheen acknowledged, "they came well-

prepared...usually the younger board members would make the presentations, and they wcre very

professional and quite weIl intonned about the details of the draft law. "<lU

Eventually the conulliuee approved ooly slight moditications to the original

KCCUgovernment bill, and Law 100/1983 was passed by Parliament on Il August. Finance

Minister al Hamad promptly resigned. On the one hand, the premium stripping formula was

reinstated, with sonle slight modifications in the amounts. On the other hand, the law contained

an element of compulsion since the arbitration board clearly dictated the terms of seulement."l

39 7 August and 8 August 1982, respectively.

-&0 Interview, Shaheen.

-&1 MEES. 15 August 1983, p. 81.
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• Opposition criticism did not relent. An editorial in A/-Watan on 1 September 1983 severely

criticized the government for incorporating KCCI representatives into the draft law committee:.!

Then in October, sorne Parliamentarians proposed formation ofa "jumbo bank" to replace the

arbitration commiuee. Il was effectively quashed by KCCI loyalists on the Finance Committee.'u

KCCI lobbying had prevailed during the tirst stage of the crisis.

With the immediate problem at least acted upon, the longer terrn problern of Kuwait's

tinancial markets and new guidelines tor the stock market continued to plague policymakers.

Early in the crisis, the government had expanded the powers of the Stock Exchange Committee·to

panicipate in the resolution. ln 1984, the Commiuee began moving on a series of KCCI

proposais to strengthen the otlkial market. Returning to Chamber proposaIs in 1977, sorne

closed-shareholding companies \\Iere allowed into a newly created parallel market and an entirely

new circulation system was introduced. The Conmlittee aiso integrated same of the Manakh's

more legitimate shares inta the otlicial market, so that by November 1984 the Suq al-rvlanakh

could be closed.u The otlicial stock market recorded sorne recovery and renewed trading, but

overall Kuwait remained nlin:d in a recession.

Stemming from meetings between KCClleaders and the Prime Minister in April 1984, the

government began considering macro policies to reactivate the economy and address creditors' '.

problems. Leveraging its position on the Economie Reactivation Comminee, al-Sagr sent select.

•
U Cited in Darwiche, rh#! GulfStock Exchallge, p. 129.

·u AI-Qabas, 13 October 1983.

"" NIEES, 5 November 1984; and Darwiche, 130-139.
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board members to make ilS play..as The committee allowed these KCCI representatives 10 work

with state officials--in isolation from public or opposition pressure.--to tàshion a complete package

of reforms. Among the enacted measures that did not require approval by Parliament were: new

protection tor local industry; new priorities for awarding government contracts ta local ..
contractors; and a return to public purchasing of land. A key proposai that would require

Parliamentary approval was an idea for the state to take over non-performing bank debts by

issuing bonds directly to the aftècted banks. This provision became the basis tor future KCCI

proposaIs to retbrm the tinancial sector. Politically astute enough not to underestimate the

opposition~ the Chanlber also publicly bowed to sonle of their ideas by espousing ··draconian"

measures tor debtors who had concealed toreign assets l'rom local creditors..&b This warning was

as much to quell opposition vOlces, as it was a signal ta recalcitrant debtors (active in the KCCI)

to cooperate with KCCI proposais or else.

ln May 1985, the Prime ~1inister presented the bank bail-out plan, but the opposition did

not go along. Il was in no mood to bend to any further govemment proposais. But in its

preoccupation with tiscal impropriety, Parliament shot itself in the foot. The suspension of

Parliament etfectively suspended debate on the proposai. It paved the way tor extra­

Parlialuentary approval of the KCCI-government plan by the Council of lvlinisters in August.

Despite close state-busines~ consultation, recovery was not rapid. Oil priees remained low

and public debt increased. Despite aU the debt legislation, signi6cant amounts ofunrecoverable

debt remained on most banks' bottom Hne. The govenunent commissioned a long-term repon by

.as AJ..Qabas, Il November 1985.

-16 ElU, No. 5, 1985, p.ll.

228

•

•



•

•

the Massachusetts Institute ofTechnology in 1988 to otfer solutions. This report was followed· .

by another extensive KeCI report in October 1989. In December 1989, KCCI and ministry

officiais once again met and drafted ajoint plan, incorporating sorne of the MIT and Keel

reports, to establish new debt alleviation measures and a national strategy tor the 19905..&7 A core

element to resurface was the Keers idea of Central Bank support for donlestic bank debts. Less

than six monlhs lat~r, th~ Iralti invasion c:ndc:d any implèm~nlation plans.

The cost of liberatioll: fillally solving the debt and ecollolnÎc r~forlll

ln economic terms, the price of Kuwait' s liberation was quile high. Not ooly was the state

torced to liquidate more of its assets, but much of the previous decade' s legislative eftorts were

made nuU and void. Politically, many of the pre-war trends were strenbJ1hened. Despite the

prominent role asil elites played in pushing tor a return of Parliament, KeCI representation in

Parliament renlained limited to Jassim al-Sagr. [slamic and tribal opposition to al-Sagr' s bid tor

Speaker of the Assembly promised liule chance lor rapprochement between business and the .

opposition. Still, the basic message trom the KeCI remained persistent and convincing ta many.

Kuwait's economic troubles v,ere the result of the monarchy's misguided policies taken without

the input of business. Where once Kuwait and its liscal system were the envy of the Gulf, the

U.A.E. had now seized the mantle as the best place to do business in the Gulf."· There was no

recourse for the state. lt had to rely on KeCI input to solve renewed debt problems and plan for

017 MEED, 15 and 28 December 1989, pp.17-IS.

"II Pan of the reason for Oubai's specifie suecess was its free trade zone, in place sinee the
early 1980s. KeCl elites never tired of reminding state officiais that they pushed the exact same
idea for Kuwait in the 1970s, and they were ignored.
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economic privatization. Sensing victory, KCCI elites broached more ambitious strategies. ln t~ •

mid-1990s, the Chamber attempted to undercut the power of its rivaIs by using its state access.

Kuwaiti banks emerged trom the Iraqi occupation with KD 6,300 million in bad debt,

sorne left over from the Manakh and the rest resulting from the invasion. Resolving chronic local

debt was the first issue on the table. Returning to the Chanlber's original idea to exchange local

bank debts for government bonds, the Prime lYlinister worked with KCCI representatives to

tàshion the legislation. A pattern was emerging. KCCI elites had achieved meaningful policy

access and were able to rely on their institutional capabilities and elite protile to intluence the

tormation ofecononlic legislation. Once legislation was passed to Parliament however, KeCI

influence drapped precipitously. High-Ievellobbying had proven easier since the 1980s, but

opposition politics impaired the KeCl's ability ta limit amendmems. KCCr eliles bristled al

opposition accusations that their close work with state elites amounled to collusion. ln their eyes,

not only did they renlain the true, "loyal opposition," but their ideas \\Iere thè 11l0st economically

sound tor the country. Advisor to the executive board, Jamal Adi!l expressed the prablems with

Parliament.

The majority in Parlianlent do not understand economic issues. They are more interested
in governmem employment and benefits. We have difticulty communicating with them 10'

reach any compromise. We work closely with the govemment because they have people
tbat understand the issues. The problem is with Parliament since the government must
tum around [after fashioning legislation] and deal and compromise with Parliament..&9

The first post-war step toward final debt resolution was Law 32 in 1992. KCCI elites and

Central Bank officiais composed a plan for local banks to exchange non..performing loans for ~

government bonds. KCCI representatives and state officiais worked c10sely to convince Finance

.&9 Interview, Adin.
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Committee deputies ofthe necessity of the bailout. Opposition deputies were wary ofa deal

because they suspected it addressed only the financial community. The Finance Comoùttee

proved less pliable to KeCI facts and figures. Despite merchant beliefs ta the contrary,

opposition deputies had gained much experience in fiscal matters by serving on the comnùttee

throughout the 19805. Caving in ta the law, opposition deputies still got their pound of tlesh. In

the same session, the committee also passed legislation requiring ail companies with over 25

percent public ownership to disclose regularly their financial records to Parliament. lt was a

populist backlash against post-war revelations of public corruption and nùsmanagement. The

strongest eritic of the law was Jassim al-Sagr. who argued that the law ",-ould ostensibly burden

private companies with minority governnlent shares. So The presence ofa (Jllid pru qllu was quite

apparent. Without the KCel's backing.s, the law amounted to litiie more than a public relations

victary. There was litde prec~d~nce for the closeness of this business-state relationship.

Ta tbllow-up on the bank bailout t the KeCI waded into the debate over how thase

government debts should be repaid. In addition to Central Bank proposais and Finance

Comnlittee suggestions, a small, but intluential, group of debtors banned together to win more

làvourable repayment opinions. The group called itselfthe Economist Forum and it targeted the

KeCI to push lor ncar absolution of the debts. The Forum represented an organization of the

internai debtors that had figured into the KCCl's delayed response in Decenlber 1982. Members

of the Economist Forum claimed that the Iraqi invasion had impaired their ability to pay eartier

50 ElU, NO.I, 1993.

Sl Many ofthe companies with small public ownership were controlled by KCCI elites, and
hence. tardy or non-existent reporting occurred.
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" .
debts. S2

Under the aegis of the Chamber and the Central Bank, a second piece oflegislation was

put forward. hs aim was to outline a final repayment scheme for ail debtors, large and small.

Differentiai payment rates and times were specified. Opposition deputies, still wary ofa bail out

only for the large debtors, resisted KeCI provisions and amended Key parts of the draft to further

reduce the burden of small debtors and raise that of the larger. The Central Bank was

disappointed in the amendments to the KCCI's original proposai and the debtor's lobby was

cel1ainly not satistied. S3 Theretore, even though the draft became Law 41 of 1993, repayment

was slow and many debtors refused to provide tinancial data. The Chamber tèared that

Parliament's amendments had dissuaded the larger debtors from compromise, and that even if

payments went through, the economy would collapse under the weight of more liquidations. The

debtors lobby had succeeded to an extent.

A tinal push to right the wrongs of Law 41 took place throughout 1994 and 1995, The

Finance Committee of the Chamber drafted a lengthy report detailing Law 41 's tàilings and its

proposais tor anlendnlent. Sol ln a speech betore the Chamber, the head of the Central Bank

expressed support for the plan. Opposition deputies were infuriated that the government would

attempt to subven the law they had previously approved. The 6gbt was nasty and public.

Opposition deputies had liule support on their side. Debtors refused to go along with their

~2 Interview Abdul Aziz Sultan, 5 March 1996.

S3 ElU, No. 2, 1993.

s.. Atllf!lIdlllellls lolhl! /"JI! co//eclillg di/fic,,11 debls: wh)' alld in which dirl!"üolI?, Notes
Submitted to the Finance Committee by the KCCI, 24 April 1995.
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previous scheme, and the state had not shown steady enforcement in the pasto ln the end, the

KCCI proposaI survived the kind ofamending that had resulted in Law 41. Beuer repaynlent

conditions were restored for the large debtors. They were allowed five annual payments instead

of the pervious September 1995 deadline for full repayment. Additionally, there would be no

interest since 1990. The sole opposition victory was the refusai ta extend Law 41's 10 year

repayment schedule to the 20 Yèars in the KCCI proposai. On the key aspects, prenùum strippiog

and govemment support, the anlendments amounted to a KeCI victory. ss The Economist Forum,

however, cominued to press tor more lenient terms, but for the Keel leadership, the end had

been reached in the Manakh saga. ln early 1996, 150 of the debtors t lobby tiled a suit challenging

the legality of the bad debts law. Their challenge went unsupponed by the ehamber. sb Ofmore

importance ta KeCl elites was reforming the economy.

Since the KeC1 carried much of the ~1anakh tight for the gavernment. leverage elsewhere

appeared. Afier liberation, the Chamberts voice in espousing Kuwait's's econooùc future was

dominant. A visit by an ~lF teaul to assess the economy and provide recommendations echoed

the Chamber's own recommendations. In 1994 and 1995, the KCCI presented several documents

to Parliament and the government outlining cuts in governnlent spending, civil service refonn, and

privatization. Sorne were enacted with liule resistance, such as the KCCI's long-desired free trade

zone. The Chanlber's hopes tor pnvatization, on the other hand, ran counter to opposition

interests. Responding to KCC1 suggestions, an eventual government plan called for seUing such

government owned enterprises as the telecommunications ministry, the national airlines, and the

55 Amen"n'~lIls IV Ihe 1"... "vl/~clillg "iDkll!1 Jebls: why QJlcJ in which direeIÎvll?, pp.9-12.

56 ElU, No. 4, 1996.
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tanker company. Opposition deputies complained about the patentialloss ofjobs once such big

entities became private. One of the first ta speak out against privatization was lslamic deputy

Nasir al Sane, who attacked plans to sell otT public utilities. Eventually Parliament demanded thai

no state-owned firm be privalized without its approval. S7

State officiais avoided the issue entirely by forging ahead with the liquidation of public

assets in thè shareholding companies. Thè result was a rath~r decentraliz~d process whereby

nlerchant elites moved in to buy govemment shares in a variety of sectors. Curiously, the

Chamber appeared institutionally severed trom the process. The Kuwait Investment Authority

(KlA), astate agency, entered negotiations with prospective buyers, haggled about price and

share numbers, and then sold the government shares. Protitable ventures such as the National

Industries Corporation, United Real Estate Company, and the Holiday Inn were expunged of

public interest in tbis collaborative way. In most cases, the state was liquidating shares purchas~d.

as a result of the stock market crashes. By 1996 aIl shares in comparues with less than 10 percent

public ownership were liquidated. These sales totalled $1.1 billion and were expected ta

approach $3 billion when the process was complete.

Excluded l'rom the process, the Charnber appeared to resist the decentralized approach:

Jassem al-Sagr, for exanlple, anacked the government' s privatization progranls before Parliament.

He argued that the ad hoc nature of sales was creating monopolies that would damage the

economy.511 Behind the scenes, however, many ofthose buying govemment shares were lied ta
-.

the KCClleadership. The KCCl's own policy statements on privatization did not ditTer

57 !vll;CS, JéJ/lImt! 18. 199-1, p.455.

SI ElU, No. 3, 1995.
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• significantly from the state' s actions. Both sides agreed that first public shareholding funds should

be sold. The idea ofselling public utilities or even privatizing ministries, while advoeated by the

Chamber, was not a priority for either side. S~ Consequently, observers suggested that KCCI .

eomplaints were not serious and the decentralized nature fit their interests well.w ln return, state

officiais eould extract promises of limited job layoffs or even politieal suppon elsewhere. The

appearance of a eollusive trade-off was strong.

Two specifie examples of this were the sale of the National Industries Company and the

United Real Estate Company. In each case, KlA authorities entered closed-door meetings with

prominent KCCI elites (Khourati and Sultan, respectively). The state agreed to sell its majority·

share to each group, and in turn both new owners released minority shares on the stock market

tor public sale. It was probable that the negotiations involved commitmenls tor continued

employment. tl1 Consequently, opposition tèars notwithstanding, there has been no real threat of

unemployment tram Kuwait' s lirst privatization. It \\cas a compelling insight that suecessful policy

advocacy and participation could overtlow into collusion.

CtJn~tJlilluti"g ;I~ P()~;I;IJ": t!.xl&!rnul tlnd inter"ul c/uliienges in tl.e 199tJs

The 19905 tinally wilnessed the full fruilion of a rival business class; al the same time there

appeared new, weil organized opposition rivais. Three issues best exenlplified lhese challenges ta..

s9/jabil al-Ghllrfa il" "/ Lajlla al Mi/iyya hawl al Khaskhmal [Answers orthe Chamber
to the Finance Committee on Privatization]; ExeclIti\!1! Summary: ChangeJrom the Public Sec/or
10 the Privale Sec/or ill KUM'ait, Joint Chamber-Finance Committee Repon, 1995.

•
60 Interview Sadoun

61 Interviews, J. Sadoun an~ Khalid al Sanna, President Industrial Union, 3 March 1995.
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the KCCI leadership: the birth ofan industrial union~ struggles with the cooperative movement,

and the 1992 Chamber elections.

A key ditference between Kuwait and Jordan was the earl~. founding of an industrial

chamber in Jordan. No such rival appeared in Kuwait untilthe 1990s. Where private business did

invest, il was usua1ly KCCI elites who ~~chose 10 put on the industrial hat." So, the al-Sagrs
• 1

managed th~ P~psi agency and boltling company as wel1 as operaling the GulfCable Company, ~

tàbricator of underground cables. The smal1 slice of industrialists not tied to the KCCI elite wenl

unrepresented. In 1989 that changed. A small group of these industrialists tirst approached the

Ministry ofCommerce/lndustry to create a Chanlber of Industry. This was blocked by the KCCI.

The group then turned to the ~Iinistry ofSocial Atlàirs which gramed them the status of

Industrial Union. Like other sub-sectoral and protèssional associations. a union (employer or

employee) has no legal relationship to the Chamber. but neither does il have ilS protile.b2 With

about 180 members in the 1995. the lndustrial Union struggled with the Chamber tor

represemation, but it was nol a tàir tight. Khalid al-Sanna, president of the union, was given a

seat on the KCCI's industrial conlluiuee. As wel1, the KCCI nominated him to sit as a private

sector representative on the lndustrial Committee within the Ministry ofCommercellndustry.63

Despite al-Sanna's attempts to s~cure the union its own seat al the Ministry t the union continued

to be dependent on grants of access trom the Chamber. Marginalization of the Industrial Union

was a tàir depiction of the relation~hip belween the KCCI and most sub-sectoral employer

associations.

62 There were sorne 20 approved unions in 1995.

6J Interview, al-Sanna.
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Cooptation instead ofcompetition has been the norm. Presidents of th~ unions trequently

ran for the KeC! board because it promised better access for one's union. Abdullah Beaijan,

president of the foodstutTs union, ran for the board in 1992 because, ··we were having problems .

with the government, 50 taking a position on the KCCI atforded us better lobbying leverage with

the municipaJity and ministries." Perhaps most symbolic of the KCCrs dominant position was ilS

new headquaners completed in 1997. The building contained more space not only for the KCCrs

~xpanded statfbut a ""businessman's club" and extra affice space lor unions wishing ta relacate.

Competition lor that space was said ta be keen.

By comparison, unions presented nothing like the threat al the Islamic movement. Of the

KCCl's external rivais, lslamic organizations in Kuwait have proven the strangest. By thè 1980s.

the lslamists had taken over the: KCCl's image as "the apposition." Even regionally. Kuwait's

Islanlists had taken over a raIe once the domain of the merchants. Whereas al-Sagr and other asil

merchants \'Icre anlong the tirst Arabs to arganize rdief supplies tOf Palestinians in the 1930s,

Brotherhoad and Salatiyyin associations were the new players in Arab politics in the 1990s.~

Moreover, the lslamic leadership was protèssional and weil received in asil soci~ty~ they were not

outsiders.bS Consequently, the relationship between the KeCr and IslalTÙsts is hardly black and

white. One cao tind evidenc~ ofsome KCCI board members sympathetic to the Islamic

nlovenlent while sorne lslamic businessmen suppon privatization. Neither desires open conflict

601 Kuwaiti Islamist groups were reponed to be one of the main benetàctors of Hamas.
Aratàt's occasional complaints of foreign meddling in PalestiniaQ affairs were as much aimed at
these Kuwaiti groups as at Iran.

6S Khalid al-Sultan and Isa al-Shaheen best exemplified tbis leadership. Both are Western
educated, prominent businessmen, and well-spoken.
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with the other; KCClleaders do not wish to be viewed as anti-Islamic, and Istamic leaders do not

want to alienate the private sector.66 Still, clashes between each camp were persistent and

multifaceted. Sorne were played out in Parliament with lslarnic deputies siding with tribal

representatives in opposition to most KCCI debt reduction and privatization ideas. The

replacenlent of the KCCl's Parlianlentary representation with the Islamic opposition was a difficult

pill to swallow, but it was deemed an inevitable political reality by·the rnerchants. 67 Mer the lraqi

invasion, the Islamic challenge became more economic, and tbis was not tolerable.

ln the 1990s an integrated political and economic network of lslamic organizations had .

taken shape. ln addition to non-profit social institutions (i.e. the Sanabil Project), the Kuwait

Finance House (KFH) had com~ to occupy a position offiscaJ prominence. Like the asil

governed NBK, the KFH weathered the debt problems of the 1980s with tew liabilities. Unlike

the NBK however, the lslanlic Bank remained alooffrom most CentraJ Bank regulations. lts

unique mandate allowed it to otier everything from consumer loans to investment banking. The

liscal resources of the KFH combined with the growing market importance of the cooperatives

worried KCClleaders.

Politically, the cooperatives had become extremely important in post-war Kuwait.

Cooperative elections were excellent bellwethers for the way a district would vote in

Parlianlentary elections. Those that won a cooperative seat could then invest an estimated 20

percent61 of their local cooperative profits back iota the district. Politicians of the American

66 This is also a reason why representatives from each are reticent to discuss the issue.

67 Various interviews at the Chamber.

61 Interview Abdullah M.S. Beaijan, 26 March 1996.
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• South called this "walking around money," and in Kuwait it was simple vote buying. Both

Salatiyyin and Muslim Brotherhood candidates controlled the majority of these cooperatives and

built secure, independent electoral and fund~ng bases. Economically, the cooperatives occupied a

significant slice of Kuwait' s consumer market. Operating with vinually no overhead,
. ,

cooperatives accounted for roughly 80 percent of foodstutf sales, representing a K.D300 million

market annua1ly.b~ Against this market control and purchasing power, merchants complained of

collusion. There were daims that cooperatives paid for goods with past-dated checks and

demanded kick-backs to showcase cammodities in cenain areas of their stores. 7U ln 1994, state
~

and select privale citizens quietly came together ta discuss their respective concems.

A special comminee was tbrmed with the Ministry of Social Aftàirs to review possible

retornlS to the cooperative's law,71 The state naturally wished ta weaken thè cooperatives as a

basis for Islamic dectoral strength. rvlerchants wished to break their market control. The

Ministry assigned new KeCl board member Abdul Wahab al-\\'azzan ta the commiuee. Though

quite transparent, al-Wazzan sat as a ··private individual," not as a KCCl representative. His

presence guaranteed KCCI suppon. The eventual repon was confidential, but observers

confirmed that the suggested retbrms increased state control of the cooperative boards and

established more fiscal oversight ofcooperative activities.72 The issue awaited future

69 Interview Abdul Wahab al-Wazzan, 20 December 1995.

•

7U Merchants noted that cooperatives....resembling strip malls-sat on free state land and
operated with hea1thy stale subsidies. The cooperative board then rented out extra space al
premium priees.

71 Law No. 24, 1979, I\,·tinistry of Social Aftàirs and Labou-r.

72 Interviews al-Wazzan and al..Shaheen.
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Parliamentary debate, but it was clear state-Chamber relations had moved from policy

advocacy/panicipation to include elements of political and economic collusion. The Chamber .

used the state to contain an economic rival, and the state used the Chamber to strike at a political

rival.

By far the most signiticant threat to KeCl elites, however, came trom witbin. In 1992, U

eleetions were held for ail 24 seats orthe executive board.n This was ta be the most inlponant

and most publicized election in its bistory. Lead up to the election was charged. Al-Sagr

emerged froul the Iraqi invasion with even more stature than previously. Remaining in Kuwait

during occupation and adopting a high protile l'ole within the pro-democracy movement, al-Sagr

commanded a great deal of respect from ail Kuwaitis. He was also an elderly man and this

election wouId be his last. Il was bis chance ta shape the direction of the Chamber belore he

retired. The eleetions themselves came right betbre the first Parliamentary elections, and hence

were viewed as an imponant precursor. Given that the business comnlunity would abviously play

a crucial l'ole in the rebuilding of Kuwait, whoever controlled it would be in a powerful position.
~

The challenger was Khalid ~Iarzuq.

Marzuq hailed trom an asil farnily of calourful origins. Marzuq's ancestor, Yousef

Marzuq had been active in the Majlis movement, had been jailed in India tOI' smuggling, and by

legend wan a bride courted by an al-Sabah ""by preparing her tea over a fire of lO-rupee notes. "7-&

KhaJid Marzuq had inherited Yousers flare. Marzuq headed an irnpressive array of trading and

7J Since eleetions were missed during occupation, all 24 were up for election instead of the
usual 12 every two years.

7~ Recounted by Crystal, Vil and Polilics, p.20S.
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construction companies, including the extremely protitable Kuwait Real Estate Conlpany. His

tàmily owned a leading daily newspaper, AI-Allba, and was rumoured ta be palitically close ta the

royal family. A charismatic and gifted speaker, Marzuq ponrayed himself a maverick, and he had

the resources and stature to seriously challenge a1-Sagr. Organizing a list of 24 candidates to face

al-Sagr had never been done, and it testified to the seriousness of the challenge. Marzuq called

his list Ah/u uJ-lJc:ru, wlùch is a Kuwaiti dialect temllllèaning "our home" or "the tàmily home."

lt was meant ta convey a more inclusive leadership role, one not limited ta the asi1. Of Marzuq ~s .

24 candidates, 8 were Shia, and 5 were bedouin. No Shia or bedouin had ever sat on the

executive board.

AI-Allba and AI-Q"b,/~' gave a great amount of panisan coverage to the election

campaign. ln speeches and debates, Marzuq sought 10 make the race one of ail merchants versus

the pelitieally obsessed tèw. He argued bis list. "gives apponunities ta ail qualitied Kuwaitis and

supports them with no tàvouritism." He promised to "correct the path of the Chamber" and steer

it away trom "'political involvement" toward the service of ail ilS menlbers. 7s A stinging editorial

in AI-Allba hammered at the theme of a politicized, eHte Charnber.

Pelilies entered the Chamber and overshadowed the generaJ interest of the members. It
kept those who would work for the benefil ofail members from reaching any post. ...we .
wonder if the current chairman ever put the member's interest betbre rus eyes.

The Ailla al-Dc!ra platform made explicit the caU to inclusiveness. Among ilS policies were:

4) maintaining equality in rights between small and large members by adopting their
problems and protecting the interests ofall members.
11) returning and backing the manufacturers, handicraftsmen, and farmers to their rightful.

7S AI-Qubas, 15 May 1992.
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position in the Chamber.76

Economies did not appear as a signifieant issue. lnstead, Marzuq blamed the politicization of the

Chamber for the decline of Kuwait's economy. He contrasted tbis with the rise of the merchant

community in the U.A.E. and that eountry's status as the new business center in the Gulf Desp'itè

Marzuq's asîl status, tbis was a contest pitting the various new sectors of merchants against the

traditional elilès. Al-Sagr's own list was urunspiringly called Uthe Economie Fanùly'" The cream

ofKuwait's merchant community, including the head of the NBK Mohanlmed Abdul Mohsen al-

Khourati, rallied to al-Sagr' s side. They cleverly pushed the idea that Marzuq was a government

supponed candidate sent to rob Kuwait' s opposition of one of its traditionaUy independent

institutions. 77 More base, sorne accused Marzuq ofbeing the al-Sahah's revenge for al-Sagr's

pro-democracy role over the last decade. The message appeared to work. A heavy turn out

returned 23 of al-Sagr's candidates to the board. 7
" The win was so large and sensitive to the

governnlent that a Reuters reporter who wrote that Marzuq was the state's candidate was

expelled. However, reasons tor the failed challenge went deeper than the pro-government charge.

ln one respect, ~larzuq c1early hoped the inclusion of Shia and Bedouin candidates and an

appeal to the more numerous small merchant members would give mm the edge. Il was long

suspected that betbre an electÎon, board members would sinlply pay up dues for smaller merchants

(usually those retailers which sold their goods) to enhance the votes oftheir subsidiaries and

76 Advenisement in AI-Qabœ', 17 May 1992.

71 For the Muslim Brotherhood this was a convincing argument. According to their
spokesman, lsa al Shaheen, they encourage~ their merchant members to vote for al Sagr.

7' Marzuq won his seat, but then in a long drawn out series ofpublished letters tenured bis
resignation.
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branch memberships.79 Marzuq and his asil supporters could certainly do the same, but the

addition of the smaller non-aftiliated vote could make the difference. Marzuq failed to win tbis

group because they were not in a position to vote. Many smaller merchants were those civil

employees illegally operating private businesses. They certainly cared liule about Chanlber

politics since there was no threat to their livelihood. Moreover, registering and voting in such a

high protile election meant unwanted publicity. lntra-merchant ties limited the appeal ~larzuq's

candidacy couId generate. ln a second respect, Marzuq lost because al-Sagr beat him at his own

garne.

AI-Sagr respanded ta the diversity of the Marzuq list by breaking KCCI tradition. Ofhis

24, al-Sagr recruited seven new, mostly young candidates. including three Shia, one tarmer

Bedouin Parliamentarian, one with strong Brotherhood sympathies, and one young, successful

entrepreneur (see Table 8, appendix). lt was a tàr smarter list. Private business in Kuwait was no

longer the sole damain orthe asil, and a1-Sagr responded shrewdly. He selecti\'ely incorporated

only the creanl orthe new class. The young al-Wazzan headed the largest Shîa tànùly business

and was close ta the royal tàmily. Even though the election supposedly pitted a pro-government

candidate against the opposition, KeC) elites tèlt secure enough ta allaw a quasi-govemment

candidate within their own ranks. A second ne" candidate was Jameel al-Essa, wha headed a

string of private grocery stores. He was one of the O1ost dynamic, young entrepreneurs in Kuwait

withaut any strong ascriptive or asil ties. T0 be sure, the asil elite still dominated the board, but.

they were oot afraid to rely on the oew recruits to represent the Chamber (i.e. al-Wazzan and th~

79 Il will he remembered that each campany registered, branch and subsidiary, receives a
vote. Hence, large merchants with severaJ registered companies and licenses multiple their vote.
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cooperatives). Al-Sagr had not 50 much diluted asil dominance as much as he had expanded its

ranks. In this way, the election of 1992 confirmed the renewed institutional strength of the

Chamber and the continued autonomy and cohesion of ilS leadership.
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2. JORDAN AND THE BUST

Proofof the intertwined nature ofKuwait and lordan's political-economic histories could

not have been demonstrated more clearly than in the 19805 and 1990s. Just as Kuwait's econanl}'

was beset with external and internai difficulties, 50 went Jordan. Amman's problems stenlffied .

tbremast from a decline in foreign aid and reoùttances. Reduced ecanomic growth and inereased

public debt toilowed. The dual crises fed on one another making resolutions as intractable as they

were in Kuwait. Politically, the: monarchy responded by reconvening Parliament and legalizing

political panies. In the mid-1980s, economie measures were taken ta encourage more private

sector investment. Chamber participation in these tirst steps was shallow. A reassertion of

economic and political retorm in the 1990s again otlèred opponul1ities. By this time ho~ever,

elite exodus fr0l11 the Chanlber, the presence ofstrong rivais, and ils o\\'n institutional and

leadership weaknesses injured stale perceptions of the Chamber limiting the extent of ilS policy

intluence.

F;~cul c,i$e~ untl ~ttlte ,'ulnertlbi/ity in tl.e 191JO~

The year 1982 was bad tor Arab countries. The sudden drop in oil priees meant Gulf p

states who gave money were squeezed, and thase like Jordan who received, fell the pain. Ofthe

original seven Arab states that had promised annual subsidies to Jordan at the 1978 Baghdad

Sumnlit, onJy Saudi Arabia was able ta sustain its level ofaid. In 1980, aid camprised 40 percent

of state revenue, by 1984 it had deelined to 16 percent (see table 4, appendix). The stupendous

annual 10 percent GDP growth ofthe 19705 had been cut in halfby 1982. By the late 1980s, per

capita GDP actually declined (see Table 2, appendix). Sinûlar ta Kuwait, Jordan responded by' .
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deficit borrowing. The Central Bank drew on its foreign currency reserves to finance the loans,

and by February 1985 reserves dipped to their lowest level since 1973. World Bank figures

revealed that Jordan's debt-service ratio had gone from 9.9 percent in 1985 ta nearly 15 percent.
in 1987. I&U ft was no exaggeration then when head of the Central Bank, Mohanuned al-Said

Nablusi, described Jordan's economic situation "as the worse [sic] since the years inunediately

after the 1973 war."1U

Under such tiscal strain, Jordan's currency, the dinar, did riot escape harm. The spark was

Jordan's disengagement from the West Bank. Intended as a politica1 act, the disengagement

carried severe economic repercussions. ll
! Palestinians in the West Bank worried about their future

relations with the Hashemite state, reacted to the disengagement announcement by withdrawing'

an estimated $200 to $300 million from Jordanian banks.1I3 Cashing in dinars for dollars combined

with an aJready low toreign currency reserve meant the Central Bank couJd do little to stop a run

on the dinar. By November 1988 the dinar Jost l\\'o-thirds of ilS value against the dollar in ooly a

tèw months time.u By 1989 it was painfully clear ta state eHtes that no quick solution ta Jordan's

debt problems was on the horizon. Unable to meet its mounting debt payments, Jordan concluded

ils tirsl adjustment loao with the IW. This tirst agreement runnin.,g from 1989 to 1993 contained

1&0 FillullciaI1ï,"c!s, 27 August 1987.

Il JorcJan TilllC!St 19 January 1985.

12 The disengagement was probably the besl example ofwhat liule Înterest King Hussein'
had in econooùc issues. Taking such a decision during a persistent recession showed little
foresight or planning.

13 MECS, Jolunlc! 12. 1988, p.604.

loi Nc!w York 1ïnlc!s, 7 November 1988.
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many of the common aspects of lMF sponsored adjustment programs: reduction in budget

deficits, refornl of the tax system, and pursuit ofa tight credit system.IlS On the eve of the

invasion of Kuwait, il appeared Jordan had taken decisive sleps toward resolving its economic

problems.

Prublellu w;thin the chall,ber und rivais al Ille duo,

Jordan's turn tor the worse economically created new openings for Jordan's private sector

led by the Chamber. To understand what was made ofthese opportunities and why, we have to

tirst r~view the situation of the Chamber itself

The decade of the 19705 was a disastrous period for Chamber policy intluence. However,

the Chamber enlered the 1980s still a signiticant institution. Ifs membership in Amman alone

topped 10,000. Its control of the Federation of Jordanian Chanlbers, comprising 12 local

chambers, meant that il eftectivdy represented about 70,000 natio·n-wide. By tàr, tbis made it the

largest independent institution in Jordan in the 19805.110 In 1982, the elderly and respected M. Ali

Bdeir retired. Because he had led the Chamber tbr 20 years, Bdeir's retirement represented a

generational changing of the guard. Distortions from the 1961 organizational changes and

maturation of sectoral distinctiveness could be seen in subsequent electoral politics and elite

cohesion.

Hamdi Tabba, son of Subri Tabba former ACC president, won Il of 12 seats in the 1982

lU Ell!, Jorc1ull No.3 (l989), p.ll.

116 Compare this to the Il professional associations in Jordan (lawyers, engineers, and 50

on) which taken together by the 1990s represented only about 50,000 members. Schirin H. Fathi,
Jorda,,: AlIlllv4!IIled Nalioll? (Hamburg: Deutsches Orient-Institût, 1994), p.191 .
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elections. This new board consisted of six new members one ofwhich was the first category three

member to sit on the executive board. Tabba admitted that his selection of running mates '. 1

depended foremost on ··origin and religion to achieve a balance" at the expense of lobbying skil1.

business acumen~ or sectoral representation. The voting power of the lower categories was felt in

the new board's lack of industrial, transportation~ or finance representation. Three dynanucs

followed.

First, observers noted that the board members Tabba brought with him were not

representative of the business elite in Jordan. Aside l'rom a tèw notables (Touqan and Qawar)~ the

candidates were chosen ta attract the lower category votes. ~7 The leadership transition from

Bdeir was more a break than a cohesive transtèr. Many of the lower category voters identitied

with tàces and nanles they knew and often these were businessmen (no doubt successful) ooly

recently removed trom Hebron or Nablus. These were not individuals with well wom ties to the

monarchy or stale otlicials. On a board of 24 as in Kuwait~ a few with tinle profile could be

compensated for elsewhere~ but on a board of 12, there \Vas less room. Second, the unevenness

of the board meant lobbying was almost exclusively carried out by the president and the vice­

president. Contrast this with the Kuwaiti debt debates where al·Sagr sent out younger, more

energetic board members 10 lobby on behalf of the association. Third, as elite cohesion decayed,

other board menlbers began ta appraach gavernrnent ministries for their own (or a friend's)

panicularist interests. The tendency toward individuallobbying hàd always been present but were

generally kept in check when issues clashed with wider Chamber interests. [n the 1980s and

1990s, these tendencies became routine. This gravely damaged the perception of the Chamber in .

17 Severa! interviews.
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the eyes ofstate officiais. Still, Tabba himse1fwas one ofthe country's leading businessmen and

was able to undertake positive, albeit shon-lived, changes within the association.

A close friend of the mon~chy, Tabba was the first ACC president to accompany the

King on a foreign visit. Tabba also launched an important structural change, the fOffilation of the

Research and Studies Departnlent in 1985. He initiated discussions alnong board members to

change associational by-Iaws to either eliminate 4th category nominatiorVvoting or designate

board seats by sector. Despite Tabba' s belief the change would have govemment suppon, the

idea tàiled to gain a consensus among board members. On the one hand, the newer, low profile..

board members stood to lose their associational access for personallobbying under such a system.

On the other hand, board members feared that if the attempt to change the by-Iaw tàiled, lower

category members would exact electoral revenge. llll Tabba did not reluen tor a second terrn so it

is hard to speculate how much more of an illlpact he would have had. Ostensibly, Tabba left the

Chamber because he was asked to serve in the government (to be discussed below), but it was

vc:ry likely a degree of frustration and displeasure over the running of the association also played a

role.

Tabba was tbllowed by Mohanuned Astbur, elected in 1986. Astour, grandson of the first

Ace president, continued the tradition of eHte pre-1948 merchant tàmily presidencies. Again, the
'..

elections retumed less than hall" of the previous board members. Of the new members, two came

ftom the 3rd category. Like Tabb~ Asfour admitted that in choosing bis candidates, Ul seleeted

individuals with business experience and community popularity, not education or lobbying skills."

There was little continuity between the two leadership boards. While sorne leading elites ran with.
•• Interviews, Tabba and Asfour.
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Asfour, like Muaashir, others that had run with Tabba (Touqan and Qawar) simply chose not ta

return. ln their place, new tàces appeared, specifically Haider Murad. With a new board, top

positions within the Chamber (vice-president, heads ofintemal committees, and sa on) were

completely replaced. The permanent staffhad ta adjust to new personalities, new techniques, and

newexpectations. By Asfour's second run for the presidency, it was clear there was an imbalanèé

between the status and prestige of the President and the rest ofthe board.

Half of the previous board returned, and trus time Haider Murad moved into the vice-

presidency. This board clearly expressed the weight of the lower categories and the reHance on

candidates that could deliver that vote. The ditlicuhy of managing the two-Ievel ganle, balancing

attraction of voters with the maintenance ofelite cohesion, was yielding a nearly new executive

board after every election, even under the same presidency. A by-product of this change was the

retarding of institutional development. NOl umil 1990 was Asfour able to tùrther augment the

vital Research & Studies Department. Untii that point, it was staftèd by only three permanent

protèssionals and lacked basic resources, 5uch as a computerized data base. The monthly

Chamber magazine, Al-J"diSl.ILii A/-Urdlill hardly came out monthly and by the late 1980s had

beconle more a bi-annual magazine with linle content. What exact function the depanment

served was unclear since the Chanlber often hired outside consultants ta aid ilS preparation of

policy documents. Astour sought ta change tbis by bringing in Odeh Sweiss, a Ministry of

Finance employee, ta head the depanment and upgrade il. In a unique arrangement, Sweiss was

~·secondedn to the Chamber but remained a paid government employee. Sweiss had been advisor

to the Minister ofFinance, and the hope was bis experience would help the Chamber's R & 0
-.

capabilities. As Wilh Tabba's reforms, Asfour would not remain in office long enouglt to follow
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through on the changes. [n 1994, the Chamber saw its most imponant and most heated election.., .
Quite similar to the 1992 KCCI elections, the contest in Amman pitted the traditional eli~e,

Asfour, against the new challenger, Murad. The Chamber elections came shonly before

Parliamentary eleetions generating the type of publicity that had occurred in Kuwait. AIso tike

Kuwait, the election was less about contrasting economic visions and more about the character"

leadership, and control of the Chamber. Murad was the first presidential candidate not to hail

from a pre-1948 Palestinian or Syrian merchant tàmily. He was in every way a man of the small

and middle merchants.

While he served under Asfour, ~Iurad spent more time in the Chamber with the members.
He had a good touch with the small merchant, he identified with them, spoke their
language, and appeared more humble in their eyes. For Astour, the smal1 merchants did
not respond to his personality or his stature [as an elite merchant] and trus limited rus
suppon base.·9

Certainlya successful businessman, ~1urad was nevertheless viewed by the merchant elite as an

outsider.w Indeed, one supporter admitted that '-because Murad was the tirst of the nev.er

Palestinians, he gave a bad impression to sorne by going overboard to ponray himself as

representing ail merchants."'J1 As in Kuwait, a strong theme was a candidate tor aIl versus a

candidate tor the elite few. Consequently, the election was heated with a great deal of press

converge and accusations ofvoter fraud.92 ln a contest between elite merchants and the middle

rung, the resuhs were predictable. The top three member categories comprised only 14 percent of

19 Interview Tabba.

90 One observer even retèrred to him as a '''hick.''

91 Interview ~1ohammed Muhtasib, ACC Board Member, 6 December 1996.

92 A/-Ra 'i, 26 November 1994
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the electorate, whereas the 4th category alone accounted for over 50 percent (see Table 5J

appendix). Winning the largest number of votes in Chamber history, 4,135 (about 25 percent ~f

the membership voted), Murad secured 10 seats. lt was an historical change for Jordan's oldest

independent institution.93 Astour's loss was clearly an embarrassment. More imponantly, it was

a waming to other elites that a run for the Chamber risked public ~umiliation. With the new

board, ~1urad cleaned house of past staffallied with Asfour, including Sweiss al the Research

Depanment. Any promise of structural retann or increased institutional capabilities would have

to await the new administration.

As will be evident in the next section, weak leadership continuity directly impacted

10bbying capabilities. [n this period, government ministers often complained of changes in

Chamber proposais and style with each new leadership. Lessons learned or compromises reached

with one board wouJd be targotten by the next. Losing or winning becanle a zero-sum atlàir with

the winning list completely replacing statr management positions \\Iith their allies. The lack of an

entrenched leadership encouraged sorne board members to lobby independently tor their own

interests. Since these members were on the board for the votes they could garner, disciplining

them carried high costs at election time. Businessmen outside the Chamber retèrred to ACe

personnel as nIa ·~·uu/. a term meaning those responsibJe. or, more loosely, a bureaucrat. Going "to

the Chamber was likened to visiting a government ministry. Institutional representation was

sacriticed damaging state views of the ACC as a representative of the private sector, especially

93 More broadly t this victory was symbolic of the social maturation ofthe great numberi of
Palestinians, who came to Jordan as refugees after 1948. The Shia, the Bedoui~ and the younger
merchants in Kuwait also came inte their own by the 19905 as weil. The difference was that
incorporation of the new merchant in Kuwait took place smoothly with the traditional elites
sharing control.
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• during a period of acute econonùc crisis.9~ Bassam Saket aptly described what the Chamber of

the 19905 had become, ha head with 00 body."

So who bellefited? •• 1

•

The weakening of ACC elite leadership in the 1980s and 19905 did not mean merchant .

elites declioed. Just the opposite occurred. The traditional elite remained rooted and prosperous,

and new waves of entrepreneurs, following the PaJestinian expulsions tram Kuwait, were pushing

into the upper ranks. Because the Chamber squeezed eUtes and narro~ed sectoral representation,

rival associations benefiued. First and taremost, the Chamber of Industry becanle a new haven

for business eUtes. For precisdy the opposite intra-associational reasons--a restricted membership

scope (7,000 in 1994) and exclusionary voting rules--the ACl proyed a pertèct venue.

Structurally, it was more developed. lt moved làr more quickly and tàr more eftèctively in

lorming sub-committees to cover diverse sectoraJ interests and provide policy input. hs research

and studies division had more resources and statl"than the ACC.9s Consequently, though the ACI

represented làr less of the business community in Jordan, it received far more press coverage. Its

!I.a There was near universal agreement on these views ofthe Chamber from ministers
heading up different ministries under different prime nùnisters throughout the 1980s and 19905.
The clearest ofthese were interviews with: Dr. H. Khatib, former Minister of Energy and
Planning; Zaid Fari~ former Minister ofPlanning and Industry; Sami Ghammo, former Minister of
Finance.

9~ Interview Ahmed M. Al Saadi, ACI, 27 July 1995. A simple review ofthe ACI's
publications tells the story. They produce far more useful documents ofeconomic dat~ reprints
and translations ofeconomic laws, and member surveys.
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influential president, Khaldoun Abu Hass~ 96 out paced ACC presidents in press conferences,

press releases, and policy statements in the early 1990s. The attitude ofstate officiais toward the

ACI followed a similar SUit.97 It was viewed as more professional, less particularist, and more

authoritative than the ACC. In addition ta the gains of the ACI, another rival appeared further..

eroding the ACC's position.

ln 1985, a group of prominent businessmen fomled the Jordan Busin~ssmen' s Association

(JBA). The initial purpose of the JDA was ta coordinate with a similar association in Egypt as

pan ofJordan's rapprochement with Cairo. QuickJy however, eliles realized the usefulness of the

organization. The JBA's stated mandate is almost identical to that of the ACC's but the JBA

stands apart as a non-profit, private association. Membership stipulations were highly select:

capital requirements, a seat on the board of a shareholding company. and nomination by two

members.9
" Drawing leading businessmen tram each major sector (10 at fast count), the JBA was

in every way a private club tor the cream oflordan's business class. Much of the elite exodus

from the ACe ended up in the JBA.99 Moreover, many businessmen who served in the

governnlent canle to jaïn the JBA after governmem service. With its superior tlexibility and

% The Abu Hassans are an East Bank merchant family with a long history. They were one
of the principle beneficiaries of the state's industrial policies in the-1960s and 1970s. Khaldoun's
aider brother and father served on the ACC's board in the 1960s and 1970s.

97 The AC} particularly gained the favour ofCrown Priee Hassan. Since unsuccessfully
trying to bring the ACI and ACC together in the 1970s, the Crown Price came to favour the ACI
over the ACC. '. .

91 By-Laws, Jordanian Businessmen Association, 1985.

99 ln 1993 for instance, Hamdi Tabba was elected president of the JBA. Other elite
business families which moved from the ACe, included: Asfour, Taher, Bdeir, Bilbeis, Sakel, AI
Azzeh, Salfiti, and Abu Hassan.
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• profile, the JBA has come to dominate representation of the private sector in the eyes of the

government. lUO

The deterioration of the ACe fed the growth ofthese rivaIs. Whereas once the private

sector was represented by one association, three vied for access and policy influence in the late

1980s and 1990s. With no overarching org~tion, not ooly was ACC lobbying to suffer, but

economic policymaking and government directions became less coherent in the 1980s and 19905.
'..

The Rifai aJII,;n;~lrulitJn: tl,eJirsl upportunit;es

The tirst hints of state opening appeared with a change in administrations. The

governments of the early 1980s under Ahmed Obeidat and Mudar Badran responded to the

decline in revenue by maintaining the level ofgovernment spending while increasing externat

borrowing. From 1982 ta 1984 government spending increased by nearly 4 percent while toreign

aid dec1ined by 47 percent. lui Obeidat enacted several contlicting policies meant ta curb

consumption but still boost business contidence, including: stricter licensing requirenlents for

private companies~ increased subsidies tor mixed companies~ greater limitations on impons

through an expansion of the ~lOS's purvey; and a new decree was announced requiring all tbreign

banks to acquire 51~o ofJordanian ownership.1U! Vinua11y none of these measures involved prior

ACC consultation. Business protests, however, followed. The country's largest bank, the Arab

100 Equally imponant. toreign businessmen wishing to invest in Jordan are more apt to
contact the JBA before either the ACe or the ACI.

lut Yearly SIQ/Î~·lù.:alSeries (196-1-/993), Central Bank ofJordan, October 1994.

• lu2 ~1UNo.2 (198S), p.17.
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Ba~ in its 1984 annual repon called the law on foreign bank ownership lIinopponune lf and IInot

consistent with the interests ofa country such as Jordan which has chosen to be open to the

outside world... 103 ln the few meetings that did result, ACe representatives complained to the . .

Prime Minister that continued government expansion in a lime ofdeclining rents was

counterproductive. ln a reaction that would become quite common, Prime Minister Obeidat was

unmoved by the protests.

To be honest, in spite of their presence we did not feel they carried out their rait:, they •
acted as individuals rather than as representatives of the business community...Therefore
1personaJly did not respect their interests, there was no devotion to public interests. ltU

ln April Il)~j lite go\"cmm~nt of Prime ~tinister Ahmad Obeidat, just over a year in otlice.

resigned, ostensibly due to the continued poor economic pertormance. A growing government

concern was unemployment which ranged an}'\\'here from lOto 20 percent depending on the

source. lUS To set a new pace \\'ith a new Prime ~1inister. the King appointed a close tnend, Zayd

al Rifai, generally viewed to be supponive of private business and the need tor econonlÎc

liberalization. The change was accompanied by press and official pronouncements that the new

Ritài governnlent was ta chan a pro-business course. In rus instruction speech to the new

government, the King--not known tor an intere5t in economic affairs--asked tor lIsteps toward

reviving and reinvigorating the economic process in Jordan... If and he called for "programs geared

IU3 ElU No.2 (1985), p.17

ltU Interview wilh Ahmad Obeidat, fonner Prime Minister, Amman, 5 June 1995.

lOS ln 1984 a World Bank repon, that was later amended after Jordanian protests, tbrecast.
a 30 percent unemployment rate by the 19905. A/-Duslur, 24-25 March 1986.
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• towards stimulating the private sector." Ul6 In office, Rifai moved on a series ofinstitutional and

palicy reforms

The banking law was repea!ed, restrictions on private business hours were lifted, and new

tax exemptions for export industri~s were enacted. Rifai also introduced Jordan's first plan tor

economic privatization. 107 lt was scarcely an outline, but the idea was la enhance the private

sector role by transtbrming public shareholding comparues and sorne state-owned enterprises to

full private ownership. Most impartantly tor the ACe, the pawer-ofthe MOS was sharply

curtailed. For the tirst time since the MûS was established, the incoming head of the ministry did

not receive a separate cabinet porttolio. Instead, il was tblded into the l\'linistry of

Commercellndustry. MaS import contrais were also narrowed to orny flour, sugar, rice and

meat. IOIi

• 1

•

The Ritài cabinet decœ~d 1"'0 funher institutional changes. \Vithin the ~lOS, a "higher

supply council" was set up which aHowed for Chamber representation on decisions ofhoarding

and price gouging. As weil, a new civilian supply court was set up where supply disputes could

be adjudicated instead of reson to the quick nlilitary couns. 1
0'J A direct plea trom ACC president

Tabba to the Prime ~linister resulted in a key refornl to the ESC. lt was renamed the Econooùc

Consultative Council and ACe representatives were given permanent seats in addition to the

'..

106 ElU. No.2 (1985), p.17.

IU1 Jordan Timf!s, 27 August 1986

101 A-JEA1J. 19 April 1985, p.14

109 ElU. No.4 (1985), p.ll.
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~linisters of Supply, CommerceJlndustry, Finance, Planning, and the Central Bank. 110 Il was the

highest policy body on which ACC representation had been allowed. New ground was also

broken in choosing ministers. With ten Palestinian ministers, the tirst Rifai cabinet had the highest

percentage ofPalestinians since 1974. Ritài reached out ta business leaders by appointing Rajai al

Muaashir as his ficst minister of commercelindustry. The Muaashirs were a prominent Palestinian

business tàmily with historically close ties to the ACC. lll ~1uaashirwas replaced in 1986 with . 1

Hamdi Tabba. The maye directly l'rom the presidency of the ACC ta the ministry was an

histarical first. AU totalled, the change from Obeidat ta Rifai was stark. The end of the Ritài

adnùnistratian, however, was equally abrupt.

With liule econamic recovery registered by the late 1980s, the monarchy was nervous. ln

a series of interviews, King Hussein admitted Jordan was in a "stage of economic adaptation," and

sacritices would have to be made. Il:! AJarmed by the drop in the dinar, a stagnation in wages, and

increases in debt, state and monarchy soured on the private seclorand the ACe. In 1989, the

MOS went back into action, deraining and fining scores of merchants tor priee violations. New

sources af supply were nlade available tram the military and subsidies were boosted. 11J Four days

ofviolent protest, ostensibly due to priee rises, in the cilies ofMa'an, Tafila, and Kerak, was the

last straw. A new administration was appointed led by Prime Minister Zayd Ibn Shakir, a close

contemporary of the King and former armed forces commander. The tilt of the new cabinet

IlU Interview Tabba; JU""'III n,"es 14 September 1986.

III Samîr Muaashir sat on M.Asfours ACC board.

112 A4ECS, VU/II1111! 13.1CJ89, p.456.

lU Al Dlts/Ilr. 6 August 1989; and Jordan lïl11I!S. 31 July 1"989.
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reversed the previous openness to business, particularly with the appointrnent ofZaid Fariz, a

well-known critic of the Chamber, to head the ministry ofcommercelindustry. How did this conle
'..

about? While sorne of the blame for failed economic refonn can be placed on the continued

regional economic recession, sorne blarne lies with the inability of state and business to achieve a

degree ofembeddedness and the failure of the ACC to effectively voiee and panieipate in policy.

Despite changes in policy, institutions, and personnel there was titde genuine ACe

involvernent during Jordan's tirst attempt at econooùc retorm and liberalization. First, the issue

of policies. Il is not uncommon for state technoerats to develop ostensibly pro-business policies

without the active lobbying or participation ofbusiness representatives. The situation under Rifai

resembled Eduardo Silva t s description of Chile t s làiled liberalization between 1975 and 1982:

"Policymakers churned out liberalizing decrees without signiticant panicipation from other

business interests." 11-1 The plan lor privatization, lor instance, generated neither coherent

response nor eoumer-plan from the ACe. Consequently, there was virtually no private sector

interest in state declarations to self atr Royal Jordanian Airiines or the Aqaba Port Authority.

There was simply little investor interest in these moncy-lasers, and state officiaIs received liule

leedback. Retorms of the MOS w~re cenainly welconled, but observers suggested there more

private sector interest in retomling customs guidelines and creating more transparency in

economic legislalion. liS The lack ofany significanl decrease in government spending levels kept

lt4 Eduardo Silva, hBusiness Elites, the State, and Economie Change in Chile," in BlIsi"(_s~

and Ihe Siall! ill Developillg Naliolls.

ilS Interview, Tijani.
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Chamber acceptance of the new Ritài economic program to the level ofa "cautious welcome."116

At best Tabba admiued, under Rifai the govemment "recognized the importance of the private

seclor," but with vinually no organized business response, the reforms were destined to langui~h.

Even the institutional openings to ACe representation were not exploited.

While a far cry from the infrastructure of full blown state-corporatislll, the ECC and higher

supply council marked a detinitè shift in state strategy because no .~omparable move had bcen

made since the 1960s. It was an auempt to draw organized business into a limited and managed,

quasi-corporatist arrangement. The EeC aperated to tàcilitate consultation, not labbying. The

agenda and the scheduling of ECC meetings were solely controlled by the Prinle ~1inister. Not

surprïsingly, successive prime ministers have varied in their use of this committee with sorne

holding monthly meetings and some calling very tèW.
117 Consequently, some of the blam~ tor

weak private sector-state cooperation can be attributed ta state designs. Despite the intent of Ùle

body, as a venue of opportunity, the ACC tàiled ta exploit the apening. The Kuwaiti Chamber

used such openings, designed with no more sincerity, to bolster comprehensive policy initiatives

or provide specitic evidence ta counter governnlent daims. Even Tabba adnùtted that at EeC

meetings ··we come and listen to 40 diftèrent speeches and then leave." What ACC involvement

occurred was deenled by O1ost participants as '~lacking in preparation," ··narrawly crafted," or

~·unconvincing."l1· Thus, even though Tabba's influence resulted in the inclusion of the ACe af .

the highest level~ the lack of institutional capabilities meant little could be made of the opening.

116 A4EED 4 January 1985, p.12.

117 Interview, Obeidat.

III Various interviews with tarmer ministers.
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Personnel changes fared no better. The Tabba and Muaashir appointments were deemed

""an experimental failure" by the government. 119 Instead of providing the private sector's voice,

the ministries were run as if nothing changed. Sorne observers suggested this was due ta fear on

the part of the new ministers ofbeing perceived as pursing persona! business interests. 120 With no

active support of organized business, the pro-business ministers were left dangling. Any radical' .

depanure from set poliey would eenainly appear a persona1 crusade. The tàct that every

leadership change meant conlplete institutional change also implied that former leaders or allies

would be severed trom the Chamber once they left. When KCCI allies headed ministries in the

1980s and 19905, they couId count on the suppon of their association. When the Kuwaiti

ehamber put tbrward recomnlcndations, this gave the minister enough bureaucratie manoeuvre

roonl to support or reject pans of it without appcaring ta serve persona! interests. ln the absence

ofa connected, proactive association, the pro-business minister w~s left with the spectre of

personally advancing ideas that could be secn as selt:serving.

The Ritài retbrms and the state's tirst opening to business \~ere a failure. However, the

econonlY stillianguished, and IMF recommendations meant the private sector could renlain on the

sidelines. A relum of Parliamentary eleetions in 1989 and the eventual dislocations tbllowing the

Iraqi invasion of Kuwait, reintroduced new opportunities for the Chamber.

119 Interview, Obeidat.

12U Interview, Saket.
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Pulit;callibera/;:,atiun. ;n,'us;un afternUlth. and /obbJ'ing ;n the 1990s

Despite a stand-by agreement with the IMF, Jordan's economic woes were far from

resolved. The invasion ofKuwait, the expulsion of Palestinians, and an end to Gulf aid reinforced

that fact. ln pan to cope with these pressures, King Hussein delivered on promises made earlier

in the 1980s to restore Parliament. In April 1989, riots broke out in several southem Jordania~

cilies, aSlensibly in protest aver government austerilY measures. The rials sharpened two

imperatives~ improve economic perfornlance and deliver sorne politicalliberalization. The

Chamber specitically, the private sector in general, viewed both imperalives as leverage to broker

greater policy intluence. This lime the state really needed them. By ail accounts, the scene was

set tor a new pact to be established between merchants and rulers in Jordan, a pact that couId

econolnically support the political hopes of liheralization and return policy c10ut to the Chamber..

Two aspects were key to the politicalliberalization during the post-Gulf war period:

greater press treedom and the reinstitution of parliament. Increased press freedom was the most

visible and exciting aspect of Jordan' s liberaJization. Jordan joined the ranks of Yernen and

Kuwait where a relatively tree press injected itselfinto domestic policy debates. The Chamber,

along with other private sector representatives, utilized the media to present their ideas on current

policy debates. Though none of the major dailies in Amman were contralied by pro-business

interests (as in Kuwait), there were colunmists who trequently pre~ented pnvate sector Înterests in

these debates. Interviews with Chamber ofCommerce officiais, coverage of major banks' year­

end repons, and opinion pieces by leading merchants were exarnples of uses of the new press

freedom. 121 However, as was the case with Kuwait, the media playing field was densely
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populated. Opposition groups--particularly the Islamists--quickly and more etfectively pursued

press exposure. The Muslim Brotherhood in Jordan proved itselfa formidable foe to business •

interests through its own media and tabloids, A/-Sabil and Shihall. 122 The Islamic along with the

leftist press adopted the frequently heard daim that the business community was out to rob the

state or impoverish working Jordanians. Their detènse of public employnlent and attack on

privatization paralleled their counterparts in. Kuwait. The lesson from both cases is that while

press freedoms have cenainly impaned new opponunities, the larger impact has been an increased
'. ,

competition to express one's position amidst many loud opinions. Reconvening parliament went

sorne way in institutionalizing this competition.

Elections for Jordan' s tirst parlianlent in 23 years marked the beginning of wider policy

panicipation. ln 1984, King Hussein recalled Parliamentary deputies from the disbanded 1976

assembly. IncrementallYt the govemment crafted a new dectorallaw to carry out elections only

on the East Bank. The resulting electorate was similar to Kuwait' s gerrymandering, in that a clear

rural and tribal bias was evidelll. For instance, Anlman with 41 percent of the population was

given only 25 percent of the seats. The new parliament of November 1989 and the ones to tbllow

did not differ in their power or purview trom the parliaments of the 19605. Consultation and

approval were its primary functions. Still, the presence of Parliament subj~cted economie poliey .

making more and more to Jordan's form ofquasi-pany politics. The 1992 PoliticaJ Panies law .

l:!l Fhadi Fanek and l\10hammed Asfour are sorne ofthese type ofvoices. Also, the
newspaper AI-A~lfQ" has come to be a forum for pro-business ideas.

122 lillian SchwedIer, ltD~mocratic Institutions and the Practise ofPower in Jordan: The
Changing RaIe of the lslamic Action front, fi paper presented to the conference: The Social
History ofJordan, Amman, March 1998, p.9.
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allowed political panies to be legally registered. By 1994, over 20 had been tbrmed.. and this

definitely changed the lobbying methods oforganized business. During the existence of the NCC

and previously, the Chamber relied on personal governrnent contacts. on meetings with ministers.

or as a last resart on the Crown Prince to influence policy. Parliament added a new and

complicated venue of policy participation. Structurally, the Finance Conunittee was the primary.

body before which business representatives went to plead their case. This mirrored the process in

Kuwait; even after interaction at the level of the Prime Minister to influence draft legislation,

business leaders could go betàn~ parliament to press lor last minute amendments not accepted in

previous lobbying. To he a player in this process, however. business needed sorne representation.

As we know trom much comparative work on democratization.. parliaments empower

ditl~rent groups ditlèrentfy. In Jordan.. as with most Arab states, Islamist and tribal groups have

benetited. ln the 1989 e1ections, lor instance, 12 of Amman's 17 seats went to Islamic candidates.

The opposition that evolved afier these elections comprised a 100se alliance between the ~Iuslim

Brotherhood controlled lslamic Action Front (IAF) and 10 smallieftist parties. While same

businessnlen were elected (Qawar and Nabulsi in Anunan) efforts ta organize that representation

generally failed. ln 1989, ACe President Asfour auempted to create a pro..business, centrist pany

to give the private sectar a vaice. Executive board members were unable ta agree on the basics.
ofa strategy; either to ally with a currently established party or establish a completely new pany.

The initiative tloundered. In the mid.. 1990s, IRA elites gravitated toward the small, eeotrist AI

Wahd party making tbis, more or less, the ""business pany. n III On the whole, business moved

III Interviews with Astour, and Anis Muasbir, Generai-Secretary Al-Wahd Pany.. 3
December 1996.
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slowlyand was unable to establish a Jassim al Sagr type vOlce in Parliament. Electoral rules

notwithstanding, pan of the blarne lay with the institutional weakness of the largest business

representative, the ACC. Even when businessmen were elected, connections with the Chamber

appeared weak. The Chamber was more apt t!x postfaclO to agree with a business deputy's

slatement rather lhan coordinate b~forehand with his strategy. A result has been that when state

and monarchy auempted to balance against the lslamicileft bloc~ 1!': business was not sought oul.

Instead, the king and his aides meet with leftist and socialist representatives to split the

opposition.l:!s Despite the promise of access Parliament ofièred, it has proven a ditlicult venue for

the Chamber. Not having experience in dealing with Parliament was compounded with the

inability to secure Parlianlentary allies.

The costs of Dol being illvaded

Aside l'rom Kuwait and Iraq, Jordan was the most adversely aftected by the invasion of

Kuwait. When Iraq invaded Kuwait, remittances and state rents had already declined

signiticantly. The political position King Hussein staked out al the onset of the crisis sen'ed ta

knock the bottom out of this trend.l:!b ln 1986 a rough estimate of worker remittances was LI $

12-1 Schwedler, "Democratie Institutions~" p.16.

III NIEeS, Vo/tln'~ 1.J, JY90, p.465.

126 King Hussein's position, like his disengagement decision in 1988, suggested very little
consideration of the economic implications. That, or the political necessity to back Iraq was
deemed to be more imponanl than the economic dislocations.
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billion, and by 1991 that number dropped to 450$ million. 127 ln 1991, GDP groWlh almost carue

to a hait, increasing by ooly 1 percent. Nearly 300,000, mostly Palestinian, expatriate workers

retumed to Jordan after liberation. They brought with them their savings, and the sudden infusion

ofcapital created a mini-boom in the early 1990s, principally in the construction sector.l!K Annual

GOP growth increased to 6 percent in 1994 and 1995, intlation remained low, and exports

increased moutsl1y. Governnlent statistics were quick to highlight increased private sector

investment as measured by the capitalization ofnew companies in 1993 and 1994. 129 Short-lem'

gains clouded deeper, long-term problems. The immediate benefits did little to increase overall

investment, and business contidence remained low. While the boost in construction increased

temporary employment, the addition of 50 many new workers from the Gulf heightened the slate' s

tèar of unemploymem since little of the new growth was geared toward middle or long tenn

returns.

Apan l'rom the economic tàllout trom the invasion, the influx of Palestinians from the Gulf

added another dimension. Sinlilar to 1967, thousands ofnew entrepreneurs poured imo Jordan,

many with litè-Iong business experience in the Gulf Their entrance into the privale sector placed

117 World l'ablf!s (Washington, D.C: The World Bank, (995). Given the difticuhy of
tracking rea1 amounts of remittancest the loss was probably greater.

IlK From 1990 to 1991 the total area under construction in Jordan's major cities almost
doubled (Central Bank ofJorda~ (995). See also, Nicholas Van Hear, '·The Impact of the
lnvoluntary Mass Retum to Jordan in the Wake orthe GulfCrisis," 1I1lerllaiiollai lv/igratioll
Re"';'!",, 29, 2.

•

I~ ln 1994 the Ministry of Industry and Trade reported that 4,462 companies with JD
408.37 million capital were registered compared with 4,409 capitalized at ooly ID 242.99 million
the previous year. Such statistics, however, fail to report how many comparues go under in that
same period. (AI-A')1"oq, 22 January 1995)
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• greater pressure on the ACC to accommodate them. Inexperience~ in the politics ofbusiness in

Jordan and since they were obligated to join, many looked to the Chamber as a source of "'(Isla

(influence) in their deaJings with state and municipal authorities. By 1995, the Amman Charnber...
had 30,000 registered members. Externally, pressure mounted on the Chamber as well. Aspect~

of the lMF structural adjustment agreement were coming due in the mid-1990s, and Many in the

private sector and the government expected a number of economic policy changes. This was a

contradictory environment, otlèring growth and new entrepreneurial input into the economy, ..

while at the same lime laying bare the fact that liule of Jordan's underlying economic problems

had yet been addressed. Both slale strategies and the private sector)s autlook loak accaunt of

this.

From a government perspective il became necessary to replace lost external revenue with

taxation on the hoped for incrc:ased private sector activity. True ta basic rentier predictions, the

state considered ways in which to tap inlo this domestic revenue. To do so required creating new

laws, altering institutions to carry out previously neglected government tasks, and deternù1Ùng

which activities to tax and at what level. This direction was baJanced by another concern,

specitically maintaining positive eeononùc growth and creating jobs tor the vastly expanded work

terce. Economie policy makers w~re fully aware that !MF grants eould not deliver more

employment nor ensure steady economic growth.I.1O The failure of refomls under Ritài and the

weak response by the private seetor lowered government expectations tor private sector

cooperation. Moreover, an entirely new Chamber leadership was in place whieh did not

•
experience nor was able to learn trom the failure. Still, the government planned for econoRÙC

130 Interview, Sami Ghammo, former Minister ofFinance,~ 3 July 1995.
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liberalization with sorne involvement of the private sector. According to the governrnent this .

would include:

Reducing the government' s role in direct production, enhancing the role of the private
sector through improving incentives for domestic and foreign investment, and ..
discouraging govemment competition with the private sector; and activating the raie of
the private sector in the areas of infrastructure and basic services and increasing private
sector participation in the management and ownership ofpublic sector institutions. 131

The consensus was ta somehaw entreat the private sector inta a new pact to deliver greater

domestie investment and spark new economic growth.

From the Chamber's perspective, one concern was how the governnlent intended to deaJ

with its budget problems. On the revenue side, merchants and traders in the ACe opposed an

increase in general tax revenue or in importlcusloms duties. Especially for traders, increases in

the size and power of the Customs Depanment in the Ministry of Finance had become a key

concern. Bureaucratie problems with tbis agency were legion, and a good number of contacts

with the state were over customs disputes. If a tax was ta be imposed, most \\ anted exemptioQs

for thc:ir goods. The small and middle relailers in the ACC opposed '''1)' intrusive government tax

scheme that would torce record keeping, or a national sales ta:< that would further depress

consumption. On the expenditure side, industrialists led by the AC( opposed any reduction in

subsides tor their produced goods or taxes on imported raw materials. The largest, elite merchant

tàmilies, scattered anlong the JBA and the ACI, acknowledged and welcomed astate move

toward greater domestic revenue extraction. Many operated multi..sectoral enterprises and were .

UI Jordan: Ecollomilr' and Social Dt!vfdopmt!1I1 Plall. 1993-1997, Minislry of Planning,
pp. 103-104.
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aware of the need for austerity and structural adjustment. 132 What they wanted in retum was a

greater role in policy making. ln various guises, they viewed the future of Jordan as a low-tax..

regional service center, focusing on its areas ofcomparative advantage (tourism and

pharmaceuticals, for instance). Theyadvocated sorne government suppon panicularly in the

tourism sector, but generally their desire was for a dedine in the presence of the government, bath

as regulator and supplier. Few ofthese balanced voices were present in the Chamber of the

1990s.

This tàct left the Chamber with few advantages in the policy debates of the 1990s. Since

the leadership lacked autonomy. contlicting pressures within the Chamber "ere readily tèlt by the

executive board. Instead of mediating daims, the board retlected them through increased

panicularist lobbying. ~lanaging policy advocacy, let alone policy paniciparion, becanle quite

lilnited in the post-liberalization period. On the one hand, sacial and economic events kept up the

pressure tor greater politicaJ and econamic liberalization. On the other hand, these dynanùcs

tended ta complicate the Chamber's etlbns to come to tenus with stale vulnerability.

Taxation in a post-rentier country

ln 1994, finallegislation was prepared by Jordan's Parliarnent on its first national sales tax.

A sales tax, while not as direct as an incorne tax, nevenheless paralleled quite strongly with the

type of state intervention rentier theory envisions after rents decline. According to Luciani, ha.

sales tax, or VAT [value added tax]. requires extensive administration and cornes close to a direct

Il! One of the best examples of these multi-sectoral, dynamic entities was the Saltiti family.
They headed the Union Group ofCompanies, a group ofindustriaJ., financial, and trading concerns
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incarne taxation on individuals in establishing a direct relationship between the tax-payer and the

state." 133 Debate surrounding this tax was unprecedented, marking the first lime econon1Ïc policy

was so publicly debated among the government, the business community, and the opposition in

Parliament. From the beginning the Chamber figured in the debate, but it was overshadowed by

the lobbying of the Chamber of Industry and the oppositional rancour of Parliament. Instead of

leading trus alliance or helping amend the law to suit the entire private sector, Chamber lobbyinp

riddled the tax with confusing exemptions that damaged both business and statè objectives.

The idea ofa national sales ta:< tirst emerged in 1989 as pan of 1~'lF recommendalions to

overhaul public revenue and replace an older consumption tax. The inlent was to implement a

comprehensive sales tax which would evemually become a national value added tax on all retailers

and traders. In addition to otlèring needed revenue, a sales tax promised easy implementation

and management. Generally, the idea of a sales tax supponed a long-term governnlent desire to .

move toward indirect, consumptian based taxation instead ofincome based. It was, in shan,

easier tbr the government and held out the hope that such a tax wouId generate less opposition.

As discussed above, business preferences on taxation ditrered according ta the association.

ACI representatives shared a comman concern that any ta:< levied againsttheir raw material

impons and tlten again on the tinal product would make their products tao costly. The elit~ at the

JBA recagnized the govenUllent's need ta move toward indirect taxation, but il did not wish to

see such a tax simply added on top ofan already cumbersome and•. in many instances, high

customs and corporate tax system. They wanted total reform ofthe tax system. Within the ACe

'..
III Giacomo Luciani, hThe Oil Rent, the Fiscal Crisis of the State and Democratization," in

Denloc:racy wilhoUI Democ:ra':/~, p.l33.
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• ditlèring positions abounded and fractures within the executive board were apparent. Cancemed

aver record keeping and reduced consumption, a faction ofmiddle and smaller merchants simply

wanted no saJes tax. Il~ Other ACC interests did not DÙnd application of a sales tax on imponed

goods, they just wanted the sal~s tax to be levied prior to the customs duty. ln this way. the totaJ

ta:< would be less and competing products from domestic industry wouId bear the brunI. us Most

fractious, but vehement were ideas about trade-offs from the tax and demands for exemption. On
".

this, executive board members and blacks of members prepared to lobby for comp~nsation

elsewhere (say. in lowering customs) or special exemptions for their goods wriu~n iota the law.

Apan from these competing associational interests, opposition groups in Parliament were in no

mood to bend to IMF-initiated taxation during a period of austerity.

AIl groups, however, shared two goals. One was simply ta lower the propased rate of the

[ax (10 percent). On that ev~ryone could demand compromise and claim victory. A second

concern was over the authority of the later phases of the tax. The original government intent was

that th~ next phases orthe tax \'oauld be enacted through the aUlhority of the Prime ~ljnister~ that

is, Parliamemary approval of the tirst sales tax would entail a blanket permission tor the stale ta

cnact funher tax withoUI consultation. 136 Business and opposition in Parliament wanted funher

stages ta be submitted to Parliament for approvaJ.

Business lobbying came in two phases. The first phase came in 1992 afier the govemment

114 Jurdall Ti",~s, 4-5 February 1993

•
Ils Interview, Sweiss and Amin Husseini, Secretary General, Federation ofJordanian

Chambers ofCommerce, 29 July 1995.

136 Hu.../ A4l1shruwu Qiüllill a/-Dariba a/-Amllia a/a a/-Mabiat (1994) [About the draft ..
sales tax law], Article 4, Item B, The Finance Committee, Parliament.
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ofPrime Minister SharifZaid bin Shaker announced that a draft sales tax law was near completion

and would be enacted as a temporary law. Under the Constitution, when Parliament is not in

session the government can enact temporary laws that can be approved later when Parliament

returns. Bin Shaker sought to short-circuit opposition to the tax by using tbis loop hole.

Opposition in Parliament vehemently protested tbis maye. The leftists and lsiamists saw the

government as simply enacting a mandate from the ~1F and the West. One 'WeIl kno'Wo

opposition figure, Laith Shbeilat, assened that the tax was neo-colonialist and that "the weaponry

has changed over the years to become controlling the economic survival of Third World

countries.,,137 The ACC and other business associations were angered over the lack of

consultation. Though the idea tor the ta" dated back to 1989, business had not been included in

the state's deliberations to create the draft law. Given shallow ACe panicipation during Rirai, it

was no surprise the government l'eh liule need ta consuh. Belatedly, the EeC and the ~Iinistry of

Finance began entenaining ,ILl /10(.' meetings with ACC and ACI representatives. 1t was tao tittle,

tao late. 1J1l With Parliamentary elections scheduled for November 1993 (sorne government

Ministers were up tor reelection) and lslamistlleftist opposition ruOlÙng high in the press, the

government backed down in May 1993 agreeing to submit the law to Parliament after elections. 139

The second phase of lobbying came once the formai submission process began at the end of 1993.

Though the goverrullent had completed the dratl law, lhe previous back down convinced.
stale elites to be better prepared trus lime. Part of lhat preparation was to secure business suppon

137 Jorda" lïtJlf!s, 29-30 April 1993.

UI Jorc/a" lïfllf!S, 5 and 10 May 1993.

UY Ihid.
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tor the tax to undercut Parliamentary opposition.l~ So in December 1993, a special 16 person

sub-committee under the ECC was created with ACe representation to study business concems .

about the tax. The commiltee went through at least four drafts of the tax law before consultations

ended. l "
l ACC and ACI representatives used tbis opportunity to convince state officiaIs of the

need for exemptions for their nlembers, lowering the basic rate trom 10 percent to 5, and

changing the authority over future .tax phases. l
.
t

! On the latter twa points, Ace and ACI lobbying

was complementary. They clashed over the imposition of the sales tax on imparts and over ACe

demands for exemptions on specitic goods. According to state ofticials involved in the

interchange, there was a marked ditlèrence between each associations' lobbying.

Clearly more organized, the ACl cammissioned its own research depanment to poli ilS

melubers on the issue. They inserted these concerns aJong with their proposais along with

comparisons with other countries' tax codes and eSlimates on the impact to industry. By contrast,

the ACe appeared unable ta mediate its own competing seeloral daims. lts own researeh staffof

liule use, the Chamber hired an outside consulting finn to assist its deliberations. l
"

3 lt did not

canvass ilS members nor did il cin:ulate elements of the draft tax to generate internai reaction. •

lnstead, it was "hoped" individual board members would alen menlbers in their sector to get

•

l"U Interviews with govemment officiaIs suggested alogie that they could compromise
with business on the tax but that there was Iittle ta otfer the Islamiclleftist opposition to win a
compromise there.

,.., Interview, Muhtasib.

'''l AI Ra ';, 28 December 1993.

l''J Interview, Ghanuno.
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opinions. 1oU Echoing Prime Minister Obeidat's complaints the previous decade, ministers were

puzzled at the ACe's lobbying initiatives. Finance Minister Sami Ghammo admitted that .. •
Chamber representatives lacked ··back up research and appeared ilI-prepared." Planning Minister

Zaid Fariz was more blunt: ··1 tàiled to ever hear a coherent argument from their representatives,

there was never any new blood presenting their views." Most damaging however, were the
..

particularist exemptions ACe rçpresentatives demanded. Outside a:i5ociational channçls,

individual board members sent letters and pressed ministers attached to the consultations tor

specifie exemptions for their businesses. Therefore, sectors in which ACe board members

operated (textiles, for instance) comprised most orthe exemption demands wlùle unrepresented

sectors (transportation, tor instance) went unaddressed. AlI ofthis hurt the image of the Chamber

in the eyes of decision rnakers. As a result, ministers tended to work more closely and share

intonualion more treely with lh~ AC1and ilS president Abu Hassan.•"s

By January 1994, liule compromise had been reached on the main issues. Pressed for

lime, the Prinle Minister presenled the draft law to Parliament in February. The dratl tàiled to

lower the rate of the ta", did nol include the necessity of submitting future taxes to Parliament,

and did not contain enough exemptions for the ACe. Business representatives and opposition

elenlents braced for a tight within the Finance Comnùttee where anlendments and exemptions ..

1.... Interview Mohammed Muhtasib, ACC board member, Amman, 6 December 1996.

}·n There are no open records ofthese meetings. Interviews tram ACC and AC( officiais
were understandably one sided. H~nce, most orthe information on these deliberations came trom
interviews with former minister officiais present and high ranking civil servants. Of panicular
insight were former prime minister Obeidat's views.
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• would be considered. I
-I6 The interchange was often three-sided. Government ministers attended

to defend or clarify govemment positions; opposition MPs defend~d constituent concems, and

business representatives lobbied their interests. ln tbis process, ACe representatives enjoyed a

key advantage during the debates.
• t

Despite liule representation in Parliament and searce experienee lobbying the conunittee,.

the Parliarnentary environment was very conducive to ACC arguments. lslamist deputies in

partieular railed against even the idea of a tax since it came, panly, trom l~lF recommendations:

""The draft law is a requirement of the new Middle East so that our economy will be marginal, to

the benetit of the Israeli enenlY and the capitalist economy."1~7 Their logie nlay have been

impaired, but the political etlèct was useful tor Chamber lobbying. Finance Committee members

synlpathetically received ACe èxemption petitions more to demonstrate legislative power than in

recognition ofChamber argUinents or skill. Outside Parliament. opposition panies moumed an

impressive public relations campaign against the tax. A number of associations banded together in

opposition, including the largest: the Consunlers Protection Society, the Engineers Association,' .

and the Contractors Association. Their primary daim was that the tax would injure the poor and

inerease the cast of living, ironically the exact same arguments were used against such pro...

business issues as privatization. ,n Here again, the AC} took the lead, purchasing full page

advenisements in some of the daily' newspapers to expIain business concems. The Chamber of

Commerce was searcely present in these campaigns.

1~ Jordan Times, 14 January 1994.

•
..

1.a7 IAF deputy Hammam Said quoted in, Jordan Times, 21 April 1994.

1.a1 Jordan Times, 5 Mareh 1994; AI-Dus'"r 17 February 1994.

275
. .



Eventually, the government chose not to fight the Finance Committee's amendments.

Finance Minister Ghammo admitted, 44we have spent more than 30 months discussing and

negotiating the draft and we are not going to waste anymore time on this.l'lolY What Parliament

evemually passed and the government accepted was a tax law riddled with inconsistencies and

loop holes. On the macro aspects there was compromise. The agreed rate was 7 percent, a

compromise bc:lween governmènl's inilial 10 percent and business's 5 percent. This victory

proved temporary, however, ",hen the government laler pushed through an increase to 10 percent

in 1995. 150 The Chamber of lndustry sueeeeded to an extent sinc~ the ta" would be applied only

to raw material impons and not on the final sale. Ta appease the opposition, future phases of the

tax would require Parliamentary approval. What the ACe could claim as suceess ",as found in

the myriad ofexemptions to the tax. Pages of addendum to the law speeitied what type, number,

and style ofgoods and services would be exempted from the sales tax. 1SI

The various loap holes in the sales tax were a poor tirst step toward the kind of tax

averhaul the elite business community had in mind. Jordan's already complex importlexpoct H

regime was given another layer ofinterpretation with the addition of the sales tax. Just ta be an

imponer, aside from annual registration with the Chamber, an applicant had to obtain a clearance

authorization at eaeh impoct site, a license of operation from each locality, a license to impon

trom the nùnistry, and an authorization for parcels. To complete a customs imponation

•

l.-9 Jorda" Timf!s, 14 May 1994.
'..

150 Middle East Exl!clIlive Reports, November 1995; Jordan Tillle~', 6 June 1995.

UI Qi/Ill" al-Dariba ut-Amma ala a/-klabial [The Sales Tax Law] Number 6 (1994) The
Ofticial Gazette, Number 3970, Amman; MicJJ/e Easl Ecollomie Digest, 30 September 1994;
Jordall Times, 19 June 1995.
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document, one required 17 signatures. 1s2 Since over half of lordan's impons enjoyed some form
•

ofdutYfree status,lSl the addition ofa sales tax with countless exemptions meant one then had to

determine if, and to what extent, his good was subject to the sales tax. The consistent Chamber

goal to reduce red tape and stream1ine customs regulations was actually th\\larted by ilS own

particularist lobbying. Government custams agents, who already exercised wide discretionary

powers, were given greater leeway with the arrivai of more complex leveis of tax assessment.

Instead ofeasing transaction costs, Chamber lobbying contributed to new market entry

impediments. The result was general confusion, delays in tax collection, and extensive evasion..

The Chamber appeared confused by the law and tàiled ta inform ils members of the details

of the tax's application. Weil iOlo 1995, confusion persisted within the merchant community over

the provisions of the law, its details, and simply how the tax was to be levied. 1s4 Many

businessnlen struggled ",ith customs ofticials at Aqaba, petitioned the f\.tinistry of Finance, and

complained beton~ the Finance Committee. ~lore amendments were passed through Parliament

{including the increase to 10 percent} to clariry the earlier amendn>.ents. The number and

complexity of exemptions encouraged a good degree of evasion by traders. 1SS Future

Parliamentary approval, the enduring, major concession of the debate, could not be claimed by the. ,

Chamber, Their victory, instead, shifted more weight ta customs oversight and bureaucratie red

lS:! Jorda,,; Pri\.'ale Set.'(or Assessmelll, Private Sectar Development and lntrastructure
Division, Middle East Department, World Bank, 25 August 1995, p.X.

lSJ COllso/idalillg 1:..è:ulluIllic Adjllslml!1I1, WorldB~ p.53.

l~ Sorne Parliamentary debate in 1995 and 1996 as weU as public forums with government
ofticials were held to address these problems.

15S Interviews, Muhtasib and Ghammo.
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The 1995 Anlman Economie Summit: trying to work togetlaer

Just as in Kuwait, Jordan's fast-track ta refonn presented a number ofoccasions where

the Chamber could move from simple advocacy to policy participation on issues of comman

concern. Policy panicipation by business usually served more state interest than business. 1S6 But

participation is quite rewarding in improving the image of business and winning a degree oftru~t

tor future lobbying. The 1995 AnIman Economie Summit was the mast praminent policy

participation issue and tested the extent to which stste and Chamber could coordinate to", ard a

silnilar goal. The Summit brought together countries of the Middle East (including Israel) to
.

discuss economic issues tocusing on cooperation and investment. 1t provided a stage upon whâch

Jordan could sell itselfto private tàreign investment and internationallending bodies. Both state

elites and the ACC desired such investment and both attempted to coordinate a unitied

approach. lS7

As part orthe larger regional peace efton, the Anunan Summit was conceived ofas a

lbllow up ta the 1994 Casablanca Conference. Where the Casablanca Conference was a political

gathering meant ta lay the groundwork tor Middle East economic cooperatio~ the Amman

l56 Sorne ofthe earliest examples ofthis were the handling offoreign delegations by the
Chamber and sponsoring trade fairs with other countries.

lS' There is however a caveat. The Amman Summit occurring right on the heels of peaee
with Israel also meant that the conference was tied to general govèrnment efforts to involve
Jordanian groups (especially business) in exchanges and dealings with the Israelis. As a
consequence it would be an overstatement to suggest that the entire business community was
thrilled with the Amman Summit but cenainly an overwhelming majority were interested and
hopeful about its outcome. . 1
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Summit was intended ta provide the opponunity for actual deals to be made. ln cancrete terms;,

the Summit was a mad dash by sorne Arab states to secure foreign (principally Western)

investment in their failing economies. Peace with Israel, a well-known liheralization record, and

its raie as hast of the conference, placed Jordan at the head of the pack. Hopes and rhetoric rah

quite high in Jordan that the Summit would spark the awaited peace dividend.

Shonly afier the Casablanca Conference, the Minister ofPlanning approached the

Canadian Embassy to solicit assistance on the preparation ofJordan's investment strategy tor the

SunlnlÎt. The primary tool to lobby foreign capital was a projects list prepared by the go\'~rrunent

touting joint..investment projects in Jordan. Under a project financed by the Canadian Embassy,

foreign consultants were hired in December 1994 ta assess tbis lisl. One of their conclusions

stressed the need to involve Jordan's private sector in Sunmlit preparation. 1sK A key element in

any strategy to attract lbreign investment is a stable investment clirnate. The most simple and

direct means lor the potential investor ta assess this is to sample the local business community's.
opinions. One AJnerican panidpant in the summit put it this way, "[l'the private sector has ail tbis

cash, why doesn't anyone invest? If they think itls a risk, how cao 1get my company to take that

risk'?" LS~ This predicament be~ame a key concern for the ~finistry of Comnlerce/[ndustry and

Prinle Minist~rial ofticials as th~y worked toward the sunmùt. To'assist, the Canadians developed

a lisl of private sector representatives to panicipate in meetings on the Conference.

This was an excellent test of state-Charnber relations because a relatively objective agency·

was given purview to examine Jordan's business community and attempt to select ilS elite

ISI Interview with Daniel JolYt First Secretary, Embassy ofCanada, Amman, 1 June 1995.

lSil Tht! A4icJd/t! l:.~·I, D~cember 1995t p.17.
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members to work with the state. Their first task was to contact 10rdan's leading business

associations far lists af potential representatives. Instead of receiving lists of Ildynamic business

leaders," the tardy response only contained "the names of family members of the organizations'

leaders." Moreover, the Canadians cancluded that these farmal representatives could not ~"deliver

mabilization and that it would entangle the process in bureaucracy."I60 Consequently, of the

sixty-one individuals invited to the first meeting in May 1995, only five were invited from the .

Chamber. The rest were businessmen (and ane businesswaman) chosen thraugh the Canadians'.

awn research. 161

The tirst meeting allowed the private sector ta compile ilS own list of priorities for the

Summit. These priorities called tor projects at the Summil ta he "attainable and sustainable." ..

~lany afthe prajects the state had originally proposed were large-scale investnlent tasks such as

the Disi-Amman water pipeline and the Red-Dead Canal. 1b1 There was liule private sector interest

in such endeavours. Suggestions from the private sector focused instead on wdl-knawn

sentinlents ta retorm current e..:ononùc regulations, re-educate civil servants, and involve the

private sectar to a greater degree in econamic palicymaking. Minister ofCommerce and

Industry, Ali Abu Ragheb, summed up the govenunent response at the meeting: "'With the

increase in econaoùc activity it is very tempting to maximize profits at the expense of the

160 Interview Joly.

161 List ofattendees provided by the Canadian Embassy, Amman.

162 The Disi project is a multi-million dollar etTon to build a water pipeline from the Disi
Aquitèr in the south to Amman. The Red-Dead Canal is an idea to build a joint Israeli-lordanian
canal from the Red Sea to the Dead Sea. (Illveslillg in Jorda", marketing documents for the
Amman Economie Summit, prepared by the Investment Promotion Department, Ministry of
Planning, Amman, 1995)
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consumer and the environment. Such imbalances cannot be tolerated even with the historical

tasks ahead of us. n
1 Aside from an exchange of views the problem remained as to how the private

sector should structure its involvement in the summit. Since the involvement of the largest

business association was quite limited, who was to decide participation and organization?

Discouraged with the response of the Chamber to the tirst meeting, the Ministry of

Commerce/lndustry with tinal approval from the Prime Minister appointed a ten member board of

leading businessmen, The Private Sector Executive Comnlittee (PSEC). The chairman of the

PSEC was the vice-president of the JBA, Thabet Taher. The PSEC was the elite and it was

teHing that only one ACe board member, Taher al Taher, was chosen to Sil on the C0l11nUuee.

Several ofticials involved in the Summit confirmed that the Chamb~r was not supponive of the

PSEC because its leadership viewed the organization as a rival ilS own authority. With less

resources than the Charnber, the committee organized eleven seetoral comnlÎttees and appointeq

its members tronl an10ng the leading businessmen in each sector. None of the chairmen of the

conunittees caJne fron1 the ACe. By aIl accounts, the PSEC was very etlèctiv~. Raising thcir

own funds, the PSEC produced several well-organized publications for the SunlmÎt, and nlost

imponantly, interacted smoothly with state personnel organizing the sunuuit. This interaction h

helped shape the final projects lisl which consisted 01'27 ventures totalling roughly 1.3$ billion in

private sector projects and 3.5$ billion 10 public sector projects. l6J

Though the Amman Summit proved an organizational success for Jordan's public sector,

il denlonstrated little in the way ofa new pact between state and business. A pattern by Ibis

16J Interview with P. V. Vivekanand, Editer. Jorda" Times, 7 November 1996. Nene of...
the projects saw start-up funding. In pan tbis was due to the faet that the conference was
overshadowed by the assassination of Israeli Prime Minister Yitzak Rabin.
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point, the ACe had failed to use the opportunity to advance its own vision ofJordan's economic

future. Institutional and leadership weaknesses doomed effective policy panicipation. lt was easy

for state officiaIs to justify by-passing the largest private sector association in the country. But.

since there was no ready, strong partner with whom state ministries could coordinate. state

agencies were forced to create a temporary one.

The slow path of privatizalioll alld the what if question

As with IMF sponsored structural adjustments in many countries, Jordan's privatization

program was formulated in response to 1MF recommendations on lowering the budget deficit and'

increasing revenue. Two characteristics of the program closely paralleled privatization in Kuwait.

First. the progranl is really a liquidation program of public assets. Privatization in the

sense ofturning over signiticant ponions of public sector activities to the private sector is not on

the table. Instead, stale otlicials have considered a "ide array of state investments in public

shareholding companies to liquidate. Like Kuwaiti governnlent holdings. these were substantial

with an average stake of 46 percent in 109 shareholding cempanies registered on the Amman

Financial Market. UH Consideration of privatizing governnlent-owr.ed corporations (Potash and

Phosphates for instance) or seme government ministries was very limited. Second, the process

lacked a coherent plan or direction. After the rather vague oudine of privatization oftèred under .

Rifai, the state did not develop a detailed plan or targets. Various references for the need to

privatize has accompanied each five year plan, but no concened eftbrt to debate or strategize the

issue had taken place by the mid-1990s. StructuraIly, the process was as decentralized as in

160& Jurdan: CUlIsu/idalillg li,:ollomic: Adjllslnle!lIlt World Bank, p.59.
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Kuwait. There is a technical commiuee for privatization located at the Prime Minister's office

which was created to oversee the privatization process. However~ since mast state assets in

public shareholding companies were owned by the Jordan Investm~nt Corporation, it generatcd

the decisions ofwhat ta sell and ta whom. 16
.
s Other shares were held by individual ministries, and

hence each minister had input into sales decisions. Aside from these features the program has . ,

been quite ditferent in each country.

Unlike Kuwait, there was liule private sector confidence in the process. Business leaders

almost unanimously expresse:d ignorance over state intentions toward privatization except what

was broadly recognized. There was very liule if any discussions between Chanlber

representatives and the state about the issue. Chamber policy on the process was quite thin with

only general agreement tor the: need to privatize but liule beyond that. 1bO ln Kuwait, a number of

interactions and reports had taken place between Chamber officiais and the Finance ComnlÎttee in

Parliatnent over the progranl. ln Jordan, though resistance among opposition groups ran high

against privatization, no such contact took place. Ali told, the Chamber has essentially been

severed tron1 the process. Conse:quently, though Jordan espoused its privatization program in the

mid-1980s, few actual sales had occurred by 1995. Did the poor state ofChamber-state relations

and weak advocacy by the Chanlber figure into this poor pertormance?

To an extent it did, but ather factors need consideration first. There was an underlying

political calculus to privatization t~at was unique ta Jordan. Given that the historical

lbS Interview, Saket.

166 Various interviews with Chamber officiais. Also, reseafch uncovered no privatization
documents or policy statements by the Chamber.
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development of the private sector was primarily Palestinian in origin, the politîcs of East Bank

versus West Bank was of prime consideration. Since state efforts to supplant the merchant

community with a more loyal East Bank industrial c1ass never fully succeeded, the great majority

of capital in Jordan remains in Palestinian hands. Most of the potential buyers tor government

shares were ofPaleslinian origin. Selling large amounls of public shares to portions of tbis group

..
threatened ta alienate the monarchy's support base amang East Bank palitical elites. The aoly

major sale by 1996, the InterContinental Hotel, was sold to a consortium of investars headed by a

prominent East Bank notable. lb7 Apart l'rom the political impediment to privatization, there were

few really attractive opponunities tor investment among what the.government wanted to sell. For

example, since the mid-1980s the government touted the sale of the national airline. Royal

Jordanian. However, because the airline ran very high debts and only leased its airplanes, there

was liule capital a buyer could sell otf to make the airline profitable.

These imponant tàctors notwithstanding, we can still see evidence of poor advocacy by

the Chamber and the etlèct of 'Ateak leadership. A prime element in the Kuv.aiti Chamber's

collusion with state ofticials on privatizatian was their abilily ta speak tor the buyers. The KCCI

elite could assure state otlicials lhat sales of tbis or that company in trus or that sector would not

result in inmlediate unemploymenl. This was crucial assurance that state ofticials could depend

on because Keel elites had proven they could deliver. Ttùs was not the case in Jordan. The

leadership of the ACe hardly represented the potential buyers, and they had certainJy not

demonstrated they could deliver. Officiais, therefore, saw tilde need to consult them. In facl, in

many of the pronouncements about privatizatio~ ministry officiais have had to state that any saie .

167 Jordan Tillles, 3 Seplember 1996.
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• will require a waiting period of 5 years before any job losses. l61 Not having the leading private

sector association involved in the process has contributed to its snail's pace. 169 To consider the..

counter-factual "what if' question, strengthens tbis conclusion.

IfJordan's business eHte still controlled the Chamber, what then? To be sure, the process

wouId still be a cautious one, but it is likely there would be more private sector confidence, better

organization, and less tear on the part of state ofiicials. The process would likely progress in such

a way because a multi-sectoral, elite leadership could help ease the state's perceived political

costs. The economic proclamations and promises of a Shoman, Tabba, or Asfour would at least .

be credible given their market and theic social protile. Those elite businessmen, while of

Palestinian and Syrian origin, were also staunch supponers of the Hashemites--evident by their

close relations with King Abdullah and their loyalty in 1970. For the pre-1948 eHtes, their

identitication has always been with Jordan. 17u t\-10reover, in the last few decades these dites ha~e

proven apt at allying with East Bankers who have chosen to move into the private sector. The

presence of the Abu Hassans in the Chamber and various joint-ventures betwe~n traditional

Palestinian elites and East Bankers demonstrated political savvy a~d conunercial tlexibility. For

example, the East Banker who purchased governnlent shares in the InterContinental Hotel headed

a consortium of 16 investors, many of them of Palestinian origin. These are good reasons to
0, 0

believe that just as the KCCI elite managed inclusion of the new elites, the sanle could have been

161 Jordan lï",,!s, 18 September 1996.

•
16!1 The state will no doubt find eliles outside the association with which it can negotiate,

but that will be an ad hoc and unwieldy process. •

17u Indeed, it is often heard by Palestinians that elites like Asfour should not be considered
Palestinian since they came ovec 50 long ago and came voluntarily.
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done in Jordan.

An urganizatiunal epilugue

The steady decline ofChamber policy influence and its replacement with particularist,
'..

rent-seeking lobbying did not ga unnoticed. The decade long state effort to liberalize and retorm

generated similar introspection among Jordan's sociaJ associations. particularly the Chamber of

Commerce. World Bank abservees advised that obligatory membership he abolished. thereby

severing Chanlbee invalvement in the process of business licensing,l11 As we have seen before,
..

such an idea received liule backing within the Chamber. Wedded ta its awn rems (membership

dues). the association finds il as hard as the state ta let go ofthis revenue. Still. sorne moves

loward relbrm have been evid~nt.

President ~lurad instituted the formation of sub-sectoral cômmiuees wilhin the Chamber.

Hamstrung by the narrow sectoral nature of the executive board, the new commiuees ~ere

designed '''to advise the board of directors of the Amman Chamber ofConunerce on the interests .

and concerns oftheie respective sectors so that the board could adopt necessary action."I72 The'

idea was also to attract and control the panicipation of the smaller and more numerous

protessional associations that represent each sector. ln 1996. the Chamber initiated an internai

review to loloraise the profile orthe board." Considering ideas attempted under Hamdi Tabba's

presidency, proposais were considered to end 4th calegory voting, establish sectoral seats on the

board~ or set aside sorne seats lor appointment. lt was unclear what would be made, if anything,

•

171 Jorc./an: COII,)'o/id'lIillg ~èollolllicAdjllsl'''t!III, World Bank p.67.

172 Jurdan TÎlIlf!s, 21 February 1995.
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of these revisions to the 1961 changes, because logether and individually, each violated the

reelection imperative of most board members. Change has its casts.
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J. SUMMARY

Even though the dynamics were evident eacHer, the bust period was the most instructive of

what drove the divergent lobbying patterns. ln Kuwait and Jordan similar environments of

exogenously caused and endogenously exacerbated fiscal crises forced the state to open to private

sector access. The capabilities and skills of each association, however, determined the extent ta

which that access couId be used, Though the precise issues of lobbying and participation were

not the same (rarely can comparative studies tind exact issues in ditferent environments), there ..

was sufficient similarities in state interests, the structures ofaccess, and clear outcomes to suppon

the findings. During the tirst eft'orts at econooùc reform in the 1980s, the Jordaruan association

tàiled ta take crucial tirst steps not ooly to intluence state direction and carve out a clear position,

but generate state contidence in its abilities. When tàced with the rvlanakh debacle, the Kuwaiti

association was swiftly able ta mediate internai contlicts and stake out a clear position. lt

persist~d through policy reversais and oppositional pressure to realize much of its aims. Elite

continuity and institutiona1 capabilities demanstrated to state officiais that the Chamber was a

useful ally. That periodic alliance proved a ~wo-way street for the Chanlber to linlit its rivaJs and

intluence the process ofeconoluic privatization. In contrast, by the time the Jordanian Chamber

faeed increased state vulnerabilities in the 1990s. the dye had been cast. Elites driven from the

Chamber strengthened rival associations. Lack of elite control and underdeveloped institutional

capabilities splintered its lobbying. What limited impact the Charnber did have on poliey was

economically and politically detrinlental. The foUowing points summarize the comparative

lessons:

1. The relevance oforganizationaJ fealures to lobbying effectiveness was clear. It created
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3.

diftèrent types of intra-associational politics and leaderships. Chamber elections in Jordan
were a zero-sum atfair leaving little continuity between leaderships. The power of the
lower category votes resulted in the expulsion of the elite from Chamber leadership. The
presence ofboard members lied to the lower category voters weakened the ability of the
president to discipline members against particularist lobbying. Conversely, the leadership
of the Kuwaiti Charnber was nol threatened by voting blocks and was freer to incorporate
board members for their profile and lobbying skiUs. The electoral challenge that did '"
emerge was conclusively defeated. Ironically, the more exclusive association allowed the
inclusion of previously unrepresented parts of the business community. Elites were less
fearful ofovenhrow and more willing to tolerate controUed inclusion.
Different leaderships intluenced divergent institutional capabilities and contrasting images
in the eyes of stale officials. The Kuwaiti Chamber used a weil developed research and
studies division to aid policy preparation and support collective action measures. The
skill, youth, and c1arity of Chamber lobbyists impressed state ofticials. The rationality of
Chamber proposais may no.t have been the sole reason for Chamber successes, but it made
il easier for state ofticials to justify action on their behalf Evidence from Jordan paints the
mirror opposite. Chamber proposais paled by comparison ta the lobbying of rival
associations. The inability to control member lobbying damaged the image of the
association. State otlicials not only distrusted Chamber proposais but saw litde advantage
in relying on the Chamber in other areas. What Chamber policy influence that did result
was highly contingent on Parliamentary opposition and other associations leading the way.
Two tangential, but intersecting, points follow from the evidence. Though bath
associations faced similar difficulties with Parliament where rivais ta the private sectar
daminated, the leadership of the KCCI cansistently pushed for democratization, whereas
the Ace was vinually absent. Why? Aside from the merchant community' s traditional. .
oppositianal role in Kuwait, an instrumental calculus was at play. In Kuwait, the presence
of Parliament broadened state vulnerability. As the vehemence of [slamist opposition
pushed the state ta secure allies, the cohesion and strength of the Chamber made it an
ideal panner. ln retum, the Chamber used the state for ilS own ends. Suppaning
democratization then paid dividends. In Jordan, there was lilde policy pay-otT from
Parliament, since the state did not view its Chamber as a wonhy ally. Finally, outcomes in
the 1990s reveal that modelling the opposing forros oforganization, inclusion versus
exclusion, as independent variables do not impart the neat lessons that may be hoped. The
Kuwaiti Chamber cenainly excelled at policy advocacy and participation. Evidence from
the issues of privatization and cooperatives, hawever, revealed degrees ofcollusion
between state and business. Just as damaging as the Jordanian Chamber's panicularist
lobbying, the effects of collusion can lead to market entry impediments, competitive rent­
seeking, and inefticient distribution of resources. ln The problem is that too much policy
success or too much elite control can encourage forms ofcollusive behaviour. How best,
then, to balance the necessary degrees ofexclusion with the otf-setting benefits of

•
173 Ben Ross Schneider and Sylvia Maxfield, "Business, the State, and Performance in

Developing Countries," in BIiSille!~'S and the! Siale, pp.21-29.
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inclusion? As much as one may desire the achievement of hard and fast tessons, the reality •
is that the answer lies along a continuum ofextremes. Ta find the proper measure of .
exclusion and inclusion (realizing policy influence but discouraging collusion), one must
make room for the particulars of the situation and contingent factors.

. .
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VI
STATE AND BUSINESS IN THE ARAD WORLD

1. REVIEWlNG THE ARGUl\lENTS

Whether one is neo-liberaJ or statist .oriented, there is a consensus among social scientists

that the interests and actions of the private sector are crucial issues of anaJysis among developing
'. ,

world couDtnes. In the Arab World in panicular, business has assumed new positions of

prominence in many cauntries as state officiais struggle to balance revenues needs with the

imperatives ofeconomic growth. 1 Yet even though Arab businessmen organized associations of

collective action long before their own states' political independence, there has been relatively

little study of organized business in the Arab World.

This study addressed this shoncoming by analyzir'lg patterns of succ~sstùl and

unsuccessful business association lobbying in (WO Arab coumries. The states ofJordan and

Kuwait dealt sinlilarly with their privale sectors and associationaJ represematives through three

comparable periods: close relations during early state developmem, cooption and state autonomy

during the finance boom, and openness after the decline in rents. Formed aJong sinlilar functional·

lines, each association forged close, influential relations with state and monarchy in the early

period. Each association weathered a period of reduced influence in the 1970s when revenue rich

state officiais ignored and linlited business influence. David Vogel in rus book FIII"llialillg

forlulll!s: Thl! Po/i/ù:a/ Powl!r ofBllsiness in Anlerica (Basic Books, 1995) examined the exa~t

1 For example: Parliamentary elections in Egypt and Yemen in 1997 and 1998 resulted in
the election ofa number ofbusinessmen. In Syria in 1998, a prominent critique of the
government's economic policies was elected to the presidency ofthe Damascus Chamber of
Commerce. In addition, Moroccan and Tunisian business associations have played increasingly
imponant roles in those countnes' economic liberali2ation prograrns.
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same variations in state-business relations in the V.S. He found that periods ofeconomic boom

correlated ta an anti-business bias among public officiais, but in times of recession pro-business

positions took root. ln the cases ofJordan and Kuwait, despite facing equally vulnerable states in

the 1980s and 1990s, ooly the Kuwaiti association achieved meaningful policy influence. Two

inter-related argunlents were deployed ta explain this divergence.

First, sèclocal èndowlllènt i.s of undoublèd importance to undecstanding the evolution of

private sector institutions. The character of external resoucce flows into the domestic economy

ligure into the degree of interest contlict within the business community and imo the type of links

that predominate between large and smaH merchants. Sectoral attributes in each case were ta a

significant extent the product of the type and level of exogenous resource tlows. Sudden and very

high oil rents created an extreme form of the Dutch Disease and a homogenized private sector iJ:} .

Kuwait. Signiticant. but not extreme, labour renùttances and foreign aid income allowed more

sectoral development (Slautlèr's non-depletable GDP) in Jordan. Hence, eftbns to tàshion an

industrial sector succeeded to a greater extent in Jordan than in Kuwait. What resulted in Jordan

was a private economy still wdghted toward services but with a well-detined industrial sector. •

funher, these same contrasting rent features helped structure diftèrent intra-merchant relations in

each countl)'. The high purchasing power of upper-incarne Kuwait encouraged impon monopoly

regimes centred on the leadership of the Kuwait Chamber of Comnlerce and Industry (KCCI).

This market control tied srnall and middle r~tailers ta the larger merchants much more than was

the case in nùddle-income Jordan. Sectoral diversity and intra..merchant relations carried key
" .

implications for the type ofbusiness community resident in each Chamber. But this is not enough.
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Sectoral attributes shape the trajectory and constraints of each association, not their fate.

A second argument stresses the imponance of how an association structures its own

representation. Timing is important. In Jordan, changes in important organizational tèatures

occurred shortly before the industrial sector became distinct. From its founding until 1961, voting

rules in the Amman Chamber ofCommerce (ACC) stipulated that-pnJy the elite could vote or

nominate candidates ta serve on the executive board. These restrictions craned an electoral

process that ensured elite cohesion and maintenance. Since its founding, the KCCI maintained

voting rules stipulating that every type of membership could vote--subsidiaries, branches, and

agency licenses included. Hence, the largest, multi-sector merchants could multiply their votes.

Only cenain categories of membership required annual renewal, 50 most membership was

volumary. These exclusionary features protected majority voting blocks among the elite 24 bOtlrd

members that were not easily challenged.

Divergence came in 1961. The Jordanian Chamber successfully lobbied municipal

authorities to make membership obligatory tor ail businesses. By-Iaw changes extended suftrage

la the lower, more numerous ~ategory of members. By the late 1970s those who began to run for

the Chamber organized lists of candidates. Presidential candidates were forced to compile lists

designed ta capture blacks of the lower category voters. Religious and origin considerations

trumped candidate selection based on business success, state contacts, or sectoral interests. Since

it was possible ta gather an entire list representing only one or two sectors, sectoraJ baJance on

the executive board suftèred. Sectoral interests, then, went largely unaddressed in the Chamber

leadership at precisely the tim~ intra·business mediation was needed mest, when internal

articulation of the economy deepened in the 1970s and 1980s.
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Elite cohesion at the leadership level became more difficull. as electoral potities look on a

more competitive and complex charaeter. Winning the board of the ACe became a zerO-SUffi

game. Changes in the board not only meant a new president but often new managerial staffs, and
" .

mosl importantly, new lobbying styles. Beeause of the difficulty ofwinning election and of

securing enough autonomy from the rank and file to lobby, the largest and most influential

businessmen abandoned the Chamber for other associations by the 1980s. Leadership of the

Chamber sutlèred, institutional capabilities stagnated, and state perceptions were adversely

impacted. Correspondingly, the KCCI leadership làced similar pressures, albeit not purely

sectorally based. State eftbns to promote a rival mercham class in the 1970s and early 1980s did

encourage a new elite (Shia, Bedouin, and non-asil Sunni)~ however, by the late 1980s and 1990s

when this new class sought r~presentation in the KCCI, organizational advantages allowed KCCI

elites to deal etlèetively with the challenge. The best evidence of these contrasting internaI

dynamics was tound in the 1992 KeCI eleetions and the 1994 ACe eleetions. Bath eleclions

were remarkably similar. TradilionaI, standing elite merchants were challenged by relative

outsider, charismatic merchams tor the leadership. In Kuwait, the challenge was detèated and

new elements of the business conlffiunity--not previously present on the board--were integrated

into the new board. [n Jordan, the, challenge succeed, and for the first time in the Chamber's

history a post-1948 Palestinian gained the leadership of the Chamber.

Contrasting leadership and institutional capabilities obtained ditferent levels oflobbying

success. Despite facing similarly vulnerable states, the Kuwaiti Chamber was able to leverageits

" .
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access and realize key goals in legislative debates.2 The Jordanian Chamber was a proactive

failure and was largely ignored by state elites. Differences in lobbying outconles highlighted

important specifies of the state-business relationship. Maweld and Schneider list four aspects"

that define successful state-business collaboration: intbrmation, reciprocity, credibility, and trust.3

During the period ofeconomic downturn~ the evidence was clear that the Kuwaiti association

achieved a good degree of each of these elements, whereas its Jordanian counterpart tailed at

each. Trust and credibility tàcilitated movement from simple policy advocacy to policy

participation in Kuwait. Eftons to enjoin policy participation in Jordan were notable failures.
. .

Beyond a sole locus on business association lobbying, these findings engage several other strands

of literature .

2. PERSPECTiVES ON THE POLITICAL ECONOl\IY OF THE ARAD STATES

A primary target of this study is rentier theory and the question of what happens after rent.

Rentier theory and the importance of a state's fiscal resources have been imponant contributions

from the conlparative study of Arab states. This literature, moreover, has broader--if often

unrecognizable--significance tor other developing areas. ln 2005, li is expected tbat the tormer

Soviet states of Kazakhstan, Azerbaijan, Uzbekistan, and Turkmenistan will begin receiving

billions in windfalls tram their ail exports.~ The insights of rentier theory enjoy the advantage of .

2 The comparison is made stronger when one realizes the policy environment of Kuwait in
the 1980s and 1990s was more competitive than in Jordan.

l Maxfield/Schneider, "Business, the State and Economie Performance," in Slu/~ ("Id
BIlSill~SS, pp.6-1 S.

~ N~w Yurk 7ïllles, 15 February 1998.
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being put to the test in the near future. The great deal ofeffort !hat went into understanding what

rent booms do to state institutions and state-society relations should form the base lines of inquiry

into these new cases. For the Arab states o~today, however, the pressing question is how much

insight do these theoretical expectations give us ioto the post-rent period? By chaning a specitic
'..

state-society relationship through the boom and bust periods, this study engages both ends of the

inquiry: business/state during the rent boom and businesslstate after.

Weak policy influence by organized business during the boom period confirmed the link

between a state's resource bas~, autonomy, and relations with the private sector. But th~re is

more to the story. Work by Crystal, Chaudhry, and Karl emphasize the social, political, and

structurallegacies (merchant-ruler pact, lies between business and stale, and structure of state

institutions) of the boom in examining polilical-~cononùc autcomes once rents decline. A tocus

on secloral endowment suggests another impol1ant boom legacy. ·Work by Shatèr, Rogawski,

and Frieden individuaUy stress how a cauntry's sectoral endowment ligures imo a stat~'s ability ta

restructure, how sectoral attributes determine political preferences, and which pretèrences . ,

predominate.S The argument here emphasizes another legacy within the sectoral endowment

approach; how sectoraJ attributes shape the membership of the business association and the

conflicts resident witrun the association. First, evidence trom the comparison highlights a strong

tie between the typellevel ofextemal rents and the degree ofsectoral diversity. Following the ..

logic of the Dutch Disease, the higher the direct rents, the less domestic economic aniculation.

•

, Michael Shafer, Willll~rs alld Losers: How S~clors Shape the D~v~/opm~"tal Prospects
ofStales (Ithaca: Comell University Press, 1994); Ronald Rogowski, Con,n,erce alld Coaliliolls:
How Trade Affecls Domeslic: Polilical Aligllmellis (Princeton: Princeton University Press, 1989);
Jetrery Frieden, Debl Deve/op'llelli. alldDefllocracy: Moder" PolilicaJ Ecollomy alld Lalill
Amerk'a. 1965-1985 (Princeton: Princeton University Press, 1991).
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• Second, the more sudden and the greater volume of rents, the greater dependeney of small

merchants on the large. Sectoral diversity and intra-merehant relations are therefore two legacies

of significance to state-business relations in this study. A purely seetoral approach, however, is

path dependent. Il sets you on the right analytical road, but it cannat gel yau there.

An exclusive focus on the !)tructural aspects of the boom period misses dynamics that

come into play once the bust cornes. As Shafer notes, a purely sectoral approach cannat get at

how businesses pretèrences are communicated, how they are shaped, or what explains diftèrent

capacities for collective actions among business groups. b These is~ues are of the utmost

importance once rents decline because organized business is usually a front-line player in

determining how astate wealhers these torces. This was clearly highlighted in the early stages of,

the Manakh crisis when the research capabilities of the Chamber and the National Bank of Kuwait

were used to supplant weak slale information galhering agencies. A lesson l'rom the comparative

evidence is lhat sudden dec1in~s in rent cannaI solely account for patterns of labbying success and

tàilure. 7 That is, change is expected l'rom rent declines but ta specit)t what change and in which

direction, one needs to incorporate more variables. One must cansider not ooly how rents affect

the state and business community, but how the eftècts are manifest at the level of the business

association or in any social association. Taking into account the ~visions and organization of

important social actors, like business, gives sorne idea as to the extent which seetoral dynamies

can be felt. This is not meant to ignore the important changes rent brings to the state but to add

•
6 Michael Shatèr, "The Politieal Economy ofSectors and Seetoral Change: Korea Then .

and Now," in Business and Ihe Siaie in Developing Naliolls, pp. 90-91.

7 T0 return to a key comparative element, a basic expectation trom rentier theory is that
greater voice and influence by business should occur onee rents decline.
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an element that is imponant in these cases.

The answer ta the what happens after rent, then, is not complete. A key area to explore is

certainly organized business, where interests are more clearly delineated and lobbying easier to
.

pinpoint. Others groups in Arab countries are equally important to focus on, especially political

Islam. Thus, studying the political-economy ofstate and business in the Arab world is an

•

importanl part of the puzzle, but il is nol aIl.

J. PERSPECTIVES ON THE BUSINESS ASSOCIATION

1.•

A signiticant amount of work on the private sector in the developing world has tocused on

exogenous tàctors, 5uch as position within global capitalism or the structure and extent of state

interventions. The question of this study and a majority of the lhesis has sought to tocus more

squarely on business ilselt: ilS dites, and ilS organization. This is not because exagenaus tàclors

are unimponant, but because not enough is known about how intr~-busjness organizatian affects

interesls, elites, and relations \Vith the state in develaping cauntnes. ~(oreover, in the wake of

liscaI strain and ecanonlic stagnation in many developing couDtnes, business groups have
• 1

undenaken signiticant reorganizalion in isolation trom state control.- Putting them at the center.

ofanaJysis can pay dividends. Two of these bear on sorne of the literature about organized

business: unpaeking the eonnection between elite control and lobbying, and engaging Maneur

0lson's argument about encompassingness.

- Three of the most prominent have been EgyptJ India, and.Thailand.
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Elites, organir.ut;un, and lobbying

The study's historical narrative elaborated the connections between elite control and

successful lobbying. Research on the structure ofbusiness associations among the developed

democracies is quite mature. Concerted work on analogous associations among developing

nations has recently begun, and besides its own relevance to politics of the region, such work is

also of interesl to the extent it borrows trom, builds on, or disregards previous research. While

there may be sorne pitfalls in comparing developed democracies with the states of the t\-liddle

East, there is nevenheless sorne areas of comman theoretical concern. For example:

There are vinually no systematic empirical studies that investigate comparatively and over
time success and tàilure of national business communities in formally integrating their
collective action and representation.. .In panicular, we know liule about the causal
connection between organizational cohesion and political access.9

This study ofters sonle potential answers of focus by showing how eHte cohesion impacted

lobbying success through three interrelated elements: leadership autonomy. assoeiationaJ

attributes, and state perceptions.

Firsl. e/ilf! ,:()he~'ioll rc:illjun:es leadership UIlIUllollI)'from runk Qlldfilt!. A leadership'

seeure in its position (i.e., e1ectoraJ position) is more likely to lead the membership rather than

tbllow it. ln much the sanle way as stale aUlonomy is believed to increase state capabilities,

Willianl Coleman and Philippe Schmitter have shown that similar autonomy lor a business

association is one key to playing its own policy role. Autonomous leadership can cise above the

paniculars ofmembership contlicts, seek out the lo~ger tenn advantage, and more easily mediate

9 William Coleman and Wyn Grant, '4The orgaDÏzational cohesion and political access of
business: a study ofcomprehensive business associations," European JOllrllal ofPolilical
Researc:h 16 (1988), p.483-484.
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between members and state interests. 10 This was clearly exemplified by the balanced debt

proposaJs espoused by the KCClleadership in the 1980s. lt effectively mediated contlicting

internai interests to chan a clear, steady policy throughout the decade. By contrast, the Jordanian

leadership, dependent upon lower category votes, appeared far more bound to rank and tile

concerns. Eventually, its lobbying, instead of representing a mediation of menlbership concems,

actually reflt:ct~d them through particularistic lobbying.

Sec.:ond, favour"b/e ÎlI~'lillllio"aJ slrllclllre~' and allribules (l/so floU! fro", SIIS1,Ülled e/ilt!

cohesion. Literature on business associations has agreed upon four organizationaJ attributes that

strengthen the policy capable association. These are presented in ligure one.

•

AJ\'anla~..:uus l.ubhYlnt;! Aunhul..:s

Hurùonhd dilT.:~nlb'liun:

·.\fitfcrcntiation by produ":l, sc..:cl~lr. ur fUllCllun

V~rtical inl~graliun:

·-inh:gration tlu·oUlÜl LIlle.:racllUIl b":l\\ ..:..:n ..:onmull..:..:
anù c:\ccuti\'c structW"cs

Hurùunlallinkl:
.-good rc.:lations \\lÙl ùÙ1e.:r asso..:lullùn~

·-bule;: comp,:ulÏon li>r mc.:mb~rshir

Re.ource.:
--di\'crsc resoW'œ base:
--pn:~ncc: of slatl" prolè:ssionu1:s

--capubility to ordc:r complc:~ lnJomlalÏun
and ~\'elop long tc:nn research skills

D1Sad\'atlla~~us

·-litlh: ur Wlc:\e.:n "llllère.:nllaltun

-·11al structun:. Iiule.: lnh.:ra~l1ul1

·-com~tition \\ Lili oilic:r
~iations

-competition tor rnr.:mb..:rs loyalt)'

--linancc:s primwily frUIll Ju~s

-littlc: profc:ssional staff.
dc:pc:nœnce on c:xc:cuti\"c: board
--wc:ak rc=search ann and capabîlity
to genc:rale infonnation

Figure 1 Association's Structural Altributes Meeting Lobbying
Sow-œ: Adaptc:ù from, Colc:rnan Bus;IIf!sS and PoUlies, p.55.

10 Willianl D. Coleman t BlIsj,,~ss and Pu/ilic:s: A SllIdy ojCo/lecli"'e Actioll (Montreal:
~lcGilI-QueensUniversity Press, 1995); Philippe Schmitter and Wolfgang Streeck, "Community
Market, Stale--And Associations?" in Privale IIIteresl Gove'IIallce, edited by W. Streeck and P.
Schnùtter (London: Sage, 1985).
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Horizontal ditferentiation refers to the presence of sub-structures or boards within an

association designed to address specifie classes of membership interests or pursuits. For the

business association, these interests are defined along sectorallines. When power is delegated to

these bodies ta provide input to Chamber policy, then a better crafted policy position results. The

more ditlerentiated the internai structure the more tlexibility and resources an association can

bring to bear on a variety of problems. Therefore, in the 1970s, we saw the KeCl establish

permanent comnuttees to deal with specifie sectoral concerns. [ts research and studies division

was upgraded and augmented with other campanies' resources controlled by the leadership. By

contrast, the ACC only considered establishment of seetaral eommittees in the 1996. The

comparative point is that the more coherent, secure leadership al the KeCI was able ta embark on

these organizational initiatives and see them through. The Jordanian Chamber attempted at

diflèrent times ta institute uselul structural changes (upgrading research in the 1970s, and

upgrading statf in the (9905), but a vacillating leadership was never able ta lollow through.

Not only does horizontal diflèrentiation aid policy tbrmulation, but it can alleviate interest

clashes as well. Dating back to the industrial split trom the ACe, a frequent complaint heard by

different sectors of Jordanian members was that their sectoral concems were not being heard.

Since the largest elites controlling multi-secloral concems were unable to maintain the leadership,

lhere was fittle sectorai diversity on the executive board over time. Loss of these multi-sectoral

elites damaged the ability of the board to mediate among competing sectoral claims. ln Kuwait,

competing sub-sectoral associations actually sought out representation on the exeeutive board.

Given the muIti-sectorai nature ofboard members there, the chances of secloraI mediation was far
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greater.

Vertical integration retèrs to the extent of interaction between any sub-structures present

and the leadership. Strong vertical integration ensures that the executive leadership stays involyed

and etfectively manages staft"level functions. ln comparison to horizontal integration, vertical

links are not that important in the case of smaller associations such as the ACe and the KCCI.

Large labour and business associations in Europ~ with ~xtensive staffs r~quire strong vertical

integration to manage association activities efièctively. What is inlportant in the case ofthese

smaller associations is that executive board members should be actively involved with or lead the

sub-committees. ln the case of the KeCI, al Sagr consistently appointed executive board

members ta these boards, thereby ensuring leadership involvement in Chamber activities. Board

melnbers of the ACC were more apt to be actively involved with boards located outside the

Chamber (i.e. international Chamber meetings that allow tor foreign travel). When ACC

executiv~ board members were assigned to internai comnùuees, there was liule delegation.

Postings were often ,,,1 hot: and reserved tor board members closest to the president.

Eftective horizontal linkages mean other associations desire to work with and integrate

into Chamber actions. These links enhance collective eilons to lobby policy, and they are clearly

an effeet of coherent leadership and associational strength. In Jordan and Kuwait there was no

legal relationship between the Chambers and the other sectorally specifie business groups (i.e. '..

Food Stufts Union, Sweets Manufactures, and so on). What links that did develop, occurred as a

result ofassociational politics. In Kuwait, sub-seetoral associations desired representation within

the KCCf, especially since the mid-1980s. Heads of sub-seetoral associations ran for KCel

board positions, or the association petitioned the Chamber ta be represented on one of its sub-'
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committees dealing with that organization's interests. The weaker leadership image of the ACe

has hurt its relationship wilh other associations. Most of ilS relationships can be described as a

rivalry, particularly with the more elite Jordanian Businessmen's A:ssociation, and the Amman

Chamber of Industry. The ACC directly competed with these associations for membership 10yalty

and state patronage. Smaller sub-sectoraJ associations aJso teGded to remain independent trom

the ACC, fearing the institutionallethargy and end-tighting within the ACC. Any cooperation

that did occur, during the sales tax debate tor instance, was a product of similar interests not an

institutionalized relationship. Poor horizontal relationships have damaged lobbying initiatives

since collective action or bandwagonning ofassociations with the ACe "as nearly impossible..

Finally, a diverse resource base retèrs not only to tinanciai resources, but staff resources as

weil. ln bath aspects, a diverse resource base increases associationalleadership autonomy by

reducing reliance on membership dues or outside expenise. Financial resources are key. ln both

cases, the prinlary source of association funding came l'rom rnembership dues. lt is worth

recalling that one of the reasons ACe otlicials decided in the 1960s to push government officiaIs

ta entoree obligatory ACe membership tor aU businesses was because of their desire to increase

revenues. The KeCI, instead, invested Chamber finances, early in its history, in land and other

tixed investnlents ta secure an independent source of funds. ACe officiais, on the other hand,

remarked in interviews tbat the executive boards have always been wary to invest Chamber funds

ter tèar of passing on debts ta future boards. The more secure Keel leadership could look ta the

long term, whereas ACC leaders were hamstrung by shol1-term calculuses.

A key skill required of a successful business association is the ability to order and process

complex information, specitically economic data that supports policy positions. The association
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usually carries out tbis task through its information and research division. The KCCI established

its research division when it was founded and staffed it with professionals. The ACC did not foim

its own research and information branch until the 1980s, and though one head of the depanmeni

was weil regarded, frequent leadership changes meant numerous staffchanges. As a result, the

ACe has relied to a greater extent on outside expenise and the skills of executive board members

to generate policy research. This has severely impaired the quality oftheir policy presentations

before state officiais. Interviews with Jordanian state ofticials consistently noted the weakness of

ACe proposais and the lack of background research. While successfullobbying is rarely the sole

result of the best policy paper, a well-documented policy presentation gives the policyrnaker a

clear objective tàctor to detènd his decision to other officiaIs. Consequently. an association that

can arder and produce conlpl~x information can increase its lobbying advantages.

To summarize, these tour associational teatures miITor the conditions of the autonornou~

state. An entrenched leadership, Iike an entrenched bureaucracy, can develop and implement

structural change over the long terrn. When the executive board undergoes trequent change...or

cohesion is inlpaired through l~adership changes--inlplementing long-term plans is difticult.

Initiatives undenaken under one adnlinistration are abandoned in the next. A leadership that

believes in its own longevity is more apt to expand the resource base through long·term

investments. Transition leaderships are unwilling to embark on such endeavours, if they will not

be around to reap the credit. New lobbying techniques, sub-structures, or contacts developed

under one administration could go undeveloped under another.

Third, f!/ilf! cahf!~·io" illjlllf!IlCeS slall! altillldf!s taward lhe bIlSillf!~'s Cl~·s()cialioll. Elites, by

their definition, share sorne characteristics with state elites. Especially in small and medium sized
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developing nations like Jordan and Kuwait, elites, public and private, often cross paths. Degrees

of eiite control and cohesion over private sector associations are not lost on state officiais. When..

the most capable elites are not in the leadership or their position is not secure, state elites are

more apt to ignore or disregard Chamber policy input. If the leadership is overly weighted toward

one sector or the leadership is perceived to represent only personal interests, then state elites will

vièw lobbying more suspiciously. ~Iost imponantly, a coherent leadership can gain a degree of

trust l'rom state elites. Continuai interaction between them can build forms of trust, which can be

lost if the leadership ebbs and nows. For association elites, this allows tor many learning

instances over time; lobbying strategies can be fine tuned; tactics can be experimemed with and

discarded; and issues of sensitivity can be explored and filed away tor future exploitation.

Consequently, the KCCl's success in the 1980s set the stage for renewed influence in the 19905.

For state elites, trust built up can result in greater incorporation of Chamber activities in policy

making. The line between lobbying and policy panicipation can be crossed paying dividends for

stale and business interesls.

On these tbree points, dite cohesion provides a useful vari~ble in explaining widely

accepted attributes ofa developed business association. The Kuwaiti association best exemplified

this. By contrast, an underdeveloped association owes its flaws to a lack of cohesive, elite

leadership. Stephen Bell's description ofan underdeveloped association best summarizes the

situation of the Jordanian association:

"underdeveloped" business associations are closely lied and dependent on their
membership and relate ta the stale largely on a membership, lobbyist basis. Often in
competition with other associations for membership, resources, and state recognition or
access, the activities ofsuch associations are directed by imperatives of short-term survival
and organizational maintenance. Their capacity ta perforrn camplex policy tasks involving
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information collection and policy analysis, together with a capacity to keep tabs on policy •
activity within the state, may be Iimited. Therefore, the capacity of such associations to
play an active and relatively independent role in the public process is limited .11

The logie ofenClJ,"passingness

ln his work on collective action and pressure groups, Maneur OIson advances a trade-otf .

logic to explain a business association's policy effectiveness. hs steps should be familiar. The

encompassing association (one representing aU or most of the eeonomy) espouses policies

beneticial to the enlire economy, but it lacks lobbying strenbrth.12 Conversely, the nlore narrowly

based association enjoys more policy influence (econonucally detrimental according to Olson) but

does not espouse the "statelike" policies of the broader association. 13 The palicy prescriptions

tollowing this lagic would suggest the need tor developing cauntnes ta encourage tormation of

large, obligalory associations ta dilute particularist interests and pfovide a better interlocUlor with

state otlicials. But is eneompassingness alone sufficient?

Recent work has come ta doubt the comprehensiveness of Olson's conclusions. Ronald

Rogowski, for one, tbund that, "sinee even narrow coalitions can aet to achieve greater etliciency-

-productively rather than distributionally--Olson's theory must be moditied."I~ While not

Il Bell, "Between the ~'larket and the State," Comparative Po/ilic.:~, p.28.

12 Maneur OIson, l'h~ Ri!)'~ tl,1d D~c:/ille ofNutiollS, p.sa.

lJ Eric A. Nordlinger, Ullth~ Alltvllomy ofthe D~",ocr"tic Sla/~ (Cambridge: Harvard
University Press, 1981), p.3 5.

1.& Ronald Rogowski, "Structure, Growth, and Power: Thr~e Rationalist Accounts," in
To"'arc1 a Polilica/ Ec.:ollonlY ofD~ve/op"'ellt:A Ra/ioual Choice Per~pective, edited by Robt:11
Bates (Berkeley: University ofCalifornia Press, 1988), p.317. Also, the MaxfieldlSchneider
volume contains numerous accounts ofnarrow-sector associations pursuing productive policies.
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conclusive, the evidence of this study proposes one variable, in addition to encompassingness, to .

prediet poliey etTectiveness and policy content. In the Jordanian case, the structure of

representation (inclusive voting rules) eertainJy magnified the adverse etTects ofencompassingness

on lobbying, but it also perverted the expeeted statelike view. Lobbying during the sales tax

debate, weak response to the Amman Summit, and perceptions by state officiais confirnled that

the encompassing ACC behaved more like a narrow secloral association pursing individual aims.

Although the Kuwaiti association was less encompassing, it nevenheless espoused the more

economy-wide policies. !ts comprehensive debt proposais balanced competing internai interests

in a way that spread the pain and offered the best chance for economic recovery. Even the

presence ofa strong debtors lobby within the Chamber could not persuade the executive board to

pursue further debt concessions once Law 41 was amended in 1995.

The explanation of this study is admittedly less parsimonious than Olsools, but it is clear.

The inclusive features of the Amman Chamber resulted in an enconlpassing m~mbership being

governed by a non-encompassing leadership. Conversely, the exclusive features of the Kuwaiti

association guaranteed control by encompassingness interests, the multi-secloral elites. These

counter-intuitive tindings were due to the way voting and nomination were structured in each.

When combined with the encompassing or non-encompassing nature ofeach membership,

electoral and intra-associational dynanlics encouraged elite controÎ on the one hand and

discouraged it on the other hand. The comparative outcomes, thus, make sense. Clearly, the way

an association structures representation does matter.
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4. PERSPECTIVES ON BUSINESS AND THE STATE

One reasan for a focus upon the business association is eventually to gauge what trus

means for broader state-business relations and the development/implementation ofeconomic

policy. In this vein, Peter Evans has led the way by arguing that a degree of state autonomy from

leading social actors, like business, is necessary at the onset of economic liberalization. State

officials need to formulate initial poliey ideas in isolation from partieular so~ietal interests.

However al the later stages of policy negoliation and implementation, a degree of

'~embeddednessnis required, that is, connections with social actors. "Embedded autonomy

provides the structural basis tOf pursuit of a joint public-private project of econooùc

transtormation in which the slate lowers risk and enables individual business to pursue a more

Shumpeterian program of emrepreneurship. lias

Evans relies on state-Ie\'el variables (degree ofWeberian bureaucracy) to explain the

suceess or tàilure of the embeddness project. Beeause this study reverses the standard question of

state autonomy by asking about associational autonomy, it ean engage the question ofeeonomic

pertonnance from the business perspective. The inquiry is made clearer because Jordan and

Kuwait compare very tàvourably on the kind of state-Ievel variables emphasized by Evans. Each

state evolved principal1y distributive agencies to govem the domestic eeonomy. The Prime

Minister's office and the ministries of finance and eommercelindustry were the principal players in

making economic decisions. When the crunch eame, it was clear officiaIs in both states were

U Peter Evans, ··State Structures, Government-Business Relations, and Economie
Transformation," in BU~';II~~'~ and the Stale ;11 D~velopillg COlllllrit!s, p.67; see also, Peter Evans,
~"The State as Problem and Solution: Predation, Embedded Autonomy, and Structural Change," in
The Polilics ofEcollomie Adjll~/me"l, edited by Stephen Haggard and Robert R. Kaufman
(Princeton: Princeton University Press, 1992).
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divided aver economic policies. Stop and go policies were evident in each country. The

similarity ofthese state level variables allows one to see the important role of the two business

associations to embeddedness. The Kuwaiti association was better able to take advantage, the

Jordanian association essentially failed. This outcome suggests that an association' s

organizational features are fundamental to the nature and success of the embeddedness project.

Simple stale openings to organized business are not enough; there must be strong associations

there to respond.

Theretbre, despite an attempt in the mid-1980s and again in the 1990s, state openings ta

the largest private sector representative in Jordan proved fruitless. Poorly prepared to advocate

poliey, the Jordanian Chamber proved equally unable to participate in poliey with the state, even

on projects (such as the AInman Summit and privatization) that be:letited a majority of its

menlbers. On the other hand, the Kuwaili Chamber proved adept at working closely with state

ofticials to craft complicated legislation on the debt problems and economic refarm. lt could

provide state otlieials with sound projections on economic repercussions and guarantee that mast

of the debtors and the largest private companies would go along with the retbrms.

Comparatively, the presence or absence of a cohesive elite was important. This contribution to

Evan's argument has ilS limits, however.

The success of the KeCl showed signs ofevolving into policy collusion. Close

government-KCCI coordination on privatization and planned limitations on the cooperatives

threatened to traosform embeddedness iota an economically and socially destructive relationship.

This is a crucial problem of embedded auto~omy that Evans recognizes:

As government-business relations evolve, a more encompassing set ofstate-society
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networks that includes institutionalized ties between the state and other social groups may •
provide a better means ofsustaining future transfonnation. 16

•

The question left unanswered is how (or cao) business organization limit the chances for a

positive state-business relationship to evolve into collusion. Clearly, sorne balance between

exclusion and inclusion is necessary.

5. HESITANT DEl"10CRATIZATION AND THE PRIVATE SECTOR

As these tindings bear on state-business relations and the development/implementation of

economic policy, they also invite speculation about their relevance to political reform and

democratization in the Middle East. What is now evident to aIl observees is the comparative

insulation of Arab countries to the waves ofdernocratization and political retorm that swept rnaoy

regions in the late 1980s and 1990s. The hesitant liberalization steps that were taken in Kuwait,

Jordan, Morocco, Yernen, Egypt, Tunisia, and Sahrain now appear stalled or even reversing.

Elite splits within regimes (the soft·liner, hard-liner conflicts that Philippe Sclunitter and

Guillermo Q'Donnell emphasized), that might advance liberalization, appear Iinlited. The old

nationalistlleftist elements in many Arab states are divided and ineftèctive. The powerful currents

of politicallslam, while not spent politically, appear unwilling or unable to challenge the ~ICIiIiS

quo in ways that compare with the ltresurgence of civil society" in Latin America and Eastern

Europe. 17 What of the raie of the private sector and its eHtes, then? Or, to quote Richard Doner

and Ben Ross Schneider: "the issue is not so much to detennine whether capitalists exercise

16 Evans, '''State Structures," p.67.

•7 Philippe Schmitter, "The Consolidation of Democracy and the Representation of Social
Groups," A",ericaJ' BehtlVio,."f Scielllisi 35, No.4/5 (MarchlJune), p.430.
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disproportionate influence and to seek ways to reduce it~ but rather how to make the inevitable

exercise of their power less dysfunctional for democracy?tllW This comparative study certainly

does not solve the issue, but it afters comment on two aspects of tbis problem, the indirect and

direct role ofbusiness.

As an indirect tàctor, private sector support is undoubtedly an element in the success of

politicaJ retbrm. The actions of organÎZed business may produce positive externalities that

support the potitical future ofdemocracy. Especially when politicalliberalization accompanies

economic retorm, the support of the domestic private sector is crucial. The treedOnl to vote and

voice are c1early positive features ofdemocratization, but, ifa domestic economy remains in

shambles, citizens and elites may come to doubt the usefulness of political retornl. ln the worcLi

of Douglass Nonh, "reductions in the rdative \\ell-being ofgroups of constituents trom what has

come to be accepted as just \'. il! lead to a reassessment of the legitimacy of an existing economic

arder. "1'J Backsliding or ev~n a reversai of democratization may follow. 1u The stagnation of

Jordan's politicalliberalization in the 1990s cannot solely be blamed on the lack of private sector

support. However, it is clear that the inability of state and organized business to come to terms

III Richard Doner and Ben Ross Schneider, uBusiness Associations, Development, and
Democracy:' unpublished manuscript, Ernory University, 1997.

19 Douglass C. Nonh~ S/rllclllre and Change in Ec:ollonlic His[olY (New York: W.W. M

Nonon & Company, 1981), p.65.

:ID A good example of business's indirect facilitation ofdemocratic transition was Chilels
successful eeonomic growth and transition after business and state enlered into a pact in 1982.
Eduardo Silva, "Business Elites, the State, and Economie Change in Chile, Il in Busilless alld the
Stale .
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on a shared economie vision has not made the process any easier.21 The state has not even been

able to share the blame for a tenuous economy and needed austerity measures with the private

sector. Ironically, the study did discover sorne evidence for the positive externality of even the' .

weak lobbying of the Jordanian association. The ACC's raie in pushing for future ta:< phases to be

submitted to Parliament hinted at the link between taxation and representation. If the association

were more capable, tbis externality might suggest hope for future positive ~ontributions. But,

~

inel1ia is inlponant in potitics. Therefore, the unfortunate faet was that this successful aspect of

lobbying was hardly due just to Chamber etfons. Alliance with the more powerful opposition

elements in Parliament greatly tàcilitated tbis success. Had the Chamber nOl enjoyed the suppon

of the more politically active opposition elements. compromises 0l? the future authority over tax

phases would not have been a~hieved. Consequently, where issues of economic accountability

arise in conjunction with issues of importance to the broader opposition, the indirect raie of

business will be its most eftèctive.

The direct role of organized business in pushing for greater politicalliberalization was also

evident in trus study. Outside the Middle East, there are many instances of business joining

democracy movements or directly petitioning governments to deliver political retorms. The old

suspicions of the anti-democratic tendencies ofcapitalists have given way to more nuanced

analyses that look at the panicular bistol)' of state-business relations and what encouragements

21 ln 1996 and 1997, 1~1F observers lauded Jordan's econ~c pertormance and adherence
to loan guidelines, despite the facl the business community continued to complain about slow
growth and tittle policy input. In 1998, lMF officiais learned that the GDP growth figures the
Jordanian government had given for those years (5.2 percent and 5 percent, respectively) were
actuaJly much lower (0.8 percent and 2.7 percent). Indeed, poer state-business relations do
impact economic performance, and funher, without business assistance, accurate statislics are
difficult to obtain. Ec:o"omi~·t, 4 July 1998.
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exist ta draw business into the pro-democraey movement. In the Middle East, analysts are

coming ta appreciale the raie organized business can play. However, we still do not know

enough about the changing structural conditions in many Arab countnes that nlay or may not

encourage business's active support ofgreater reform. The cases of Jordan and Kuwait oftèr two

examples.

Organized business in Kuwait has played a unique raie among Arab ~ountries. The

leadership core of the KCel has historically been tied to the pro-pàrliament, pro-democracy

opposition. ln the 1960s and 19705, observers deemed this suppon pragmatic because the KeCI

leadership wielded considerable intluence in Parliament. By the 1980s, merchant representation'

gave way to lslamic and tribal representatives. but the leadership's active raie in the pro­

denlocracy movement did not diminish. Why?

Part of the reason can be derived from the perspective of lobbying. When the Emir

dissolved Parlianlent in the mid-1970s, there was linle outery from the KCC!. This was because

by 1976 Parliament proved generally useless as a means of leverage against the tiscally

autonomous Kuwaiti state. Once the state entered the crisis period and merchants lost control of

Parliament, the KCCI was able to leverage its assistance to the sta.te against the new opposition in

Parliament. The state needed allies and the KCCI came to the fore. When Parliament was again

dissolved in 1986, KCClleaders voiced little protest because this allowed implementation of the

KCCI-government bank bailout plan. Once this victory was behind them, al Sagr came out as a

prominent voice in the pro-denlocracy movement before and after the Iraqi invasion. The retum

ofan even stronger Islamic opposition pushed the state into closer relations with the KCCI.

While not to dispute the inlponance of the merchant's traditional democratic opposition raie, tbe
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on-again, off-again suppon for Parliament belies a more instrumental calculus. The presence ofa

"bad-cop" Parliament cenainly assisted KeCI leverage with the state. Likewise, periods of

Parliament's absence at a crucial point aided the formulation and i~plementation ofshared

government-merchant policies. Little of th~ Chambers pro-democracy stance could have been

realized without the institulional strength and elite leadership orthe association. Had the KeCI

not managed significant resources or maintained ils respected leadership, it would have been very

difficult for the association ta leverage ilselfas a useful ally against opposition groups in

Parliamenl.

Jordan presented the opposite example. On the one hand, ACC elites traditionally play~d

only a tangential role in the history ofJordan's elected assemblies. On the other hand, there have

been ample opponunities in the 19805 and 19905 tor the Chamber ta play a similar balancer role

with the slate. lt tried but it tàiled. Sutlèring l'rom weak leadership and poor profile, the

association never impressed state otlicials. Those sante tàctors impaired the association's ability

to targe links with or control over a political pany. 22 Parliament only presented problems and no

promise tor the ACC. UlÙike the Kuwaiti case, any ACe suppon tor democracy or a specifie

opposition issue was traught with uncertainly. How would state officiaIs react? What reward

from the opposition could be achieved? Seen from Ibis vantage, a cohesive elite leadership helps

lower the transaction costs involved in estimating the repercussians of vaice. ACe officiaIs did

22 An interesting comparison can be tound with the other protèssional associations in
Jordan. Other professional associations such as the lawyer and engineer syndicates have proven
quite vocal in favour ofgreater liberalization. This has been an effeet of the control of these
associations by Parliamentary opposition groups. Various opposition groups succeeded in forging
their own backward linkages into prafessional associations and using thase associations to
argument their own palitical projects. The Chamber failed ta forae its own forward linkages ioto
Parliament, and thus there has been no incentive to voice in favour- of reform.
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work in tandem with opposition leaders but oruy under highly conditional circumstances--the

opposition goal of Parliamentary oversight dovetailed with Chamber needs to gain tax

concessions. lt was no surprise then that ACC officiais saw no gain in publicly pushing for more

democratization~ il did not pay otf23 lndeed, they feared that doing 50 would injure their relations

with the state.

To conciude that busin~ss suppon for democracy is conditional is nOI nove1. Whal are the

conditions? One answer is to look at their lobbying capabilities and relations with the state as one

tàctor. The more policy capable the institution~ the more coherent and elile ilS leadership, and the

higher its protile in state eyes, the less uncenainty there will be in pursuing purely politieal goals.

Conversely, if an issue of political accountability is clearly tied to an association's economic

benetit, then SUPPOI1 tor an oslensibly democratic element will be tonhcoming. From the

associational perspective, il is doubtful organized business in the Arab World will play the kind of

direct role in pushing tor grealer democracy that has been observed in other pans of the

developing world. Funher aiteralions in the state or regime support base may be necessary to

obtain trus kind of change. However~ if Arab business associations can etlèctively reorganize and..

exploit state vulnerability to gain greater voice in economic policy, then business in general can

become an important ally tor opposition elements. If business representation remains weak, il will

be difficult tor business leaders to risk isolation tram stale palranageJaccess and pursue an

uncenain, pro-democratic future.

2J Interviews with past and present Chamber officiaIs confirmed as nluch. Obviously, tbey
were reticent to be seen as anti-democratic, sa instead they tended to respond tbat openly
aggravating tor more democracy would only injure their relationship with the stale and monarchy.
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APPENDIX

Table 1: Sectoral Comparision: Percentage ofGDP •
Commerce Sector(a)
Jordan
Kuwait

Industrial Sector
Jordan
Kuwait(b)

1960·73

35.8
n.a.

10.4(c)
n.a.

1965-73

35
26.8(e)

11. 19(c)
3.6(e)

1970-81

35.1
27.7

13.4(d)
4.3

Source: World Tables, World Bank, "mous years
(a) includcs construction, transport/communications, tradclfmance; (b) oil mining is excluded~ (c)
includcs govcmmcnl~ (d) go\'ernrnCnl mining is excludcd; (e) yeats 1960...70.

Table 2: Per Capita GNP Comparision: constant US dollars

Jordan
Kuwait

197'1...76

470
7854

1970-80

996
17104

1980-84

1642
20392

1984-88

1842
15366

1988-1993

1396
14053

Soucce: World Tables 19H7, 1996. World Bank.
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Table 3: Adjusted Stautlèr GDP: Non-oillaid GDP

• Total GDP Adjusted GDP (0/0 actual)

Jordan Kuwait Jordan Kuwait
(million JD) (miUion KD) '..

1970 211.8 1,026 137.8 (65) 393.14 (38)

1975 379.1 3,485 192.19(51)

1980 1,151.2 7,755 736.88 (64) 30 15.66 (39)

1985 2,020.2 6,450 1,67.5 (83) 2,319.88 (36)

1990 2,668.3 5,328 2,363.87 (89) 133.59 (3)

1995 4,190.6 7,214 3,833.44 (91)

Sources: Inrernolivnal Fincmculi SialIS/les Yt!orbook, IMF, \'arious years: ft!orJy SlallS/I"al
Serie~' (/96./-1993), Central Bank of Jordan, 1994: Staus/leol Abslrac.:/ ln 25 Yt!ors, l'tlinisu)" of
Planning, Slalc of Ku\\ail, 1990.

Calculation:
CONVENTIONAL GDP

1II11111,S Tax and royalty income from ail or fureign aid grants

minus Oillaid tinanced domestic government expenditures

e'lllais

NOIl-oillaid GDP, noo-depletable GDP

•
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Table 4: Comparative Government Reveunes: Oil, Remittances, and Foreign Grants

•JORDAN KUWAlT

Rcnullanccs Aïd Oil
(million US) (0/0 tOlal rc\'cnuc) (o/u Lolal re\'cnu~)

1963 92 ., .
1964 93
1965 92
1966 84
1967 91
1968 91
1969 87
1970 n.a. 48 92
1971 n.a. 39 92
1972 n.a. 44 93
1973 44.7 40 97
1974 74.8 39 97
1975 166.7 47 96
1976 390.4 ..., 95.J_

1977 443.7 36 93
1978 469.6 24 97
1979 540.6 4S 95
1980 714.6 40 92
1981 929.4 ..,.., 90.J.J

1982 975.5 30 92 ..
1983 1110.0 28 91
1984 1237.0 16 89
1985 1021.0 22 86
1986 1184.0 16 88
1987 939.0 15 86
1988 894.0 16 91
1989 623.0 24 90
1990 500.0 14 77
1991 450.0 16 88
1992 800.0 8 84
1993 n.a. 14 85
1994 n.a. 13 86
1995 n.a. 12 85

Sources: Yearly Slali~'lical St!ries (196-1-1993), Central Bank ofJordan; Slalis/ica/ Abslracl;/I 25
Years (1990), Ministry ofPlanning, Kuwait; QlIar/erly Sialislicai Bllilelin (April·June 1995),
Central Bank ofKuwait; IlIterna/iollal Fillallcia/ Slalïslics Yearbook /996, International
Monetary Fund; World Tables J99j, World Bank. •" .
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• Table 5: Amman Chamber ofCommerce, Membership by Number and Catagory

Membership Catagory

Mumtaz il! 2nd 3rd 4th 5th Total

1923 23 34 34 91
1925 2 13 61 76
1930 Il 14 5H H3
1935 12 1 20 3-t
1937 6 10 17 3~

1940 300
1950 500
1960 2.000
1970 2.100
1975 H~ 161 1.... ' 9~3 2.702 1.116 5.193-'-
19~0 323 223 253 2.652 2.HH7 1.249 7.5H7
19~2

1984
1985 7~0 37~ 452 4.H7~ 60~..J 533 13.067
1986
19~7

1988
1989
1990 663 371 ~16 5.589 10,726 1.636 19.401
1991 660 ~5Y ~~2 6.701 12AOI 1,438 22.101
1992
1993
1994
1995 1,04..J 869 569 9,~ 13 16.008 1.007 18.910

Source: Anunan Chambcr of Commerce Dala, lnfonnaLion and Research Departrnent; AI Taqrir AI Sanaw)",
Ghurfat Tijarat Amman [Yearly Rcpon, Anunan Chamber ofConunercer\'arious ~ears.

'. 1
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Table 6: Kuwati Chamber of Commerce and Industry, Membership Totals •Year Membership Tatal

1960 1,579
1965 2,434
1970 2,994
1975 4,483

1976 4,890
1977 5,610
1978 6,341
1979 7,109
1980 8,616
1981 n.a.
1982 n.a
1983 11,161
1984 12,483
1985 13,284
1986 12,114
1987 13,484
1988 13,040
1989 15,419
1990 21,952
1991 16,296
1992 22,905
1993 36,817
1994 , n.a.
1995 46,987

Percentage Grawth
over previous year

7.0 percent average
3.8 percent averag~
7.8 percent averagè

9
13
12
II
18

..,~

--'
Il
4
-9
10
~

-.>

14
30
-26
29
38

22

Source: Al Taqrir Al Sana\\)', Ghurfal Tijarat wa Sanaat AI Kuwait [Vearly Repon~ Kuwait
Chambcr of Commerce and InduslI)-j \'arious yeatS.
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Table 7: KCCI Membership Breakdown 1990s

• Membership Class 1990 1993 1995

Proprietor 661 661 535
Establishment 15,395 28,273 34,614
Partnership Company 762 1297 2,005
Joint Liability Company 959 1,381 1,874 " .
With Limited Liability 3,855 4,857 5,502
Kuwait Shareholding Company n.a. n.a. 52
Kuwait Shareholding Company (closed) 236 259 289
GulfShareholding Company n.a. 6 6
Shareholding Company (open) 49 49 1
Kuwait Shareholding Companies n.a. n.a. 4
Cooperative Society 27 26 29
Craft n.a. n.a. 91t
Branch (Subsidiary) n.a. n.a. 81
Union 8 8 10
Branch with linlited liability n.a. n.a. 220
Branch of partnership n.a. n.a. 59
Branch ofjoint liablity n.a. n.a. 71
Bracnh of Kuwait shareholding n.a. n.a. 30
Comnlercail Agency (Trade) n.a. n.a. 576
Commercial Agency (Services) n.a. n.a. 53
Commercial Agency (Contracting) n.a. n.a. 92

Source: Figures pro\'idcd by KeCI. Foreign Affairs Ocpanmenl.
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Table 8:
Executive Board KCCI~ 1965-1995 •1965

Abdul Aziz H. Al Sagar, President
YousefFulaij, lst Vice President
Abdullah YousefFamnl, 2nd Vice President
Muhammed Yousef AI Nisf
Hamoud AI laid AI Khalid
Abdullah Aziz Ahmed AI Bahar
Abdul Mohsen Al Thuwaini
Abdullah Yousef Al Ghanim
y ouser Ibrahim Al Ghanim
Yaqub AI Hamad
Muhammed Al Khourati
Badr AI Saalam
Abdul Aziz Al Bahar
Abdul Allatif Al Nisf
Fahad Marzouq

1970
Abdul Aziz H. Al-Sagar, Presidc=nt
Yousef Fulaij, 1st Vice President
Muhanlmed Al Khouratl, 2nd Vice President
Muhammed Yousef Al Nisf, Treasurer
Hamoud Al laid Al Khalid
Yaqub AI Harnad
y ousef Ibrahim Al Ghaninl
Abdullah Aziz Ahmed AI Bahar
Muhammed Abdul Rahim Al Bahar
Hussein Makki AI Jumaaa
Abdul Mohsen Faisal Al Thuwaini
Yaqub Youser Al Humaidi
Abdul Rahman Abdullah Rowaih
Abdul Razzak Khalid Al Zaid
Ahmed SaJah Al Shayaa
Abdul Salam Shuaib
Badr Al Salam Abdullah Al Wahab
Sulieman Abduallah AI Eiban
Ibrahim Abdullah AI Qatan
Nasser Abdul Whaib Al QatanlÎ

1975
Abdul Aziz H. Al Sagar, President
y ouser Fulaij, 1st Vice President

VII

1975 cont'd
Muhammed Al Khourafi, 2nd Vice President
Muhammed Yousef Al Nisf, Treasurer
Abdul Razzak Khalid Al laid
Yaqub Al Hamad
y ousef Ibrahim Al Ghanim
Muhammed Abdul Rahim Al Bahar
Hussein Makki Al Jumaa
Abdul Mohsen Faisal Al Thuwaini
Yaqub Youser Al Humaidi
Ahmed Salah AI Shayaa
Abdul Salam-Shuaib
Badr Al Salem Al Abd Al Wahab
Muhammed Hamad AI Aliqi
Ali Abdul Rahman AI Umr
Suleiman Abdullah Al Eiban
Hamad Yousef AI Issa
Saud Abdul Aziz AI Fawzan
Ibrahim Abdullah Al Qatan
Nasser Abdul Wahab AI Qatami
Barak Abdul Muhsin Al Mteir
y ousef Abdul Aziz f\1ezeini
Abdul Baqi Abdallah AI Nouri

1980
Abdul Aziz H. Al Sagar, President
YousefFulaij, 1st Vice President
Muhammed AI Khourati, 2nd Vice Presidc:nt
Muhammed Yousef AI Nisf, Treasurer
Abdul Razzak KhAlid Al Zaid •
Yaqub Al Hàillad
y ousef Ibrahim Al Ghaninl
Ibrahim Abdullah Al Qatan
Ahmed Salah Al Shayaa
Barak Abdul Muhsin Al Mteir
Hussein Makki Al Jumaa
Hamad YousefAlissa
Saud Abdul Aziz Al Fawzan
Khaled Issa Al Saleh
Suleiman Abdullah Al Eiban
Abdul Baqi Abdallah Al Nouri
Abdul Mohsen FaisAl Al Thuwaini •



" ,

•

•

Abd Al Maj id Al Sayyed Ahmed Al Ghirballi
Ali Abdul Rahman Al Umr
Muhammed Abdul Rahman Al Bahar
Muhammed Abdul Salam Shuaib .
Nasser Abdul Wahab Al Qatami
Yaqub Yousef Al Humaidi
y ousef Abdul Aziz Mezeini

1985
Abdul Aziz H. Al Sagar, President
Yousef Fulaij, 1st Vice President
Muhammed AI Khourafi, 2nd Vice President
Abdul Razzak Khalid Al Zaid. Treasurer
y ousef Ibrahim Al Ghanim
Nasser Abdul Wahab Al Qatami
Yaqub Al Hamad
Ibrahim Abdullah Al Qatan
Ahmed Khalif AI Jasem
Ahmed Saleh Al Shayaa
Badr Ali Al Daoud
Hammoud Yousef Al Nisf
Khalid Issa Al Saleh
Suleiman Abdullah AI Eiban
Salah Fahd Marzouq
Abdul Baqi Abdallah Al Nouri
Abdul Mohsen Faisal Al Thu\\aini
Ghanim Hanlad Jasem Al Dabbous
Qays Abdullah Thunayan Al Ghanim
Ali Mohammed Thunayan Al Ghanim
Muhammed Abdul Rahim Al Bahr
Abdul Salam Shuaib
Hilal Mushari Hilal Al Mteiri

1990
Abdul Aziz H. Al Sagar, Presid~nt

Yousef Abdul Aziz Fuiaij, Vice P.
Muhamnled Al Khourafi, 2nd Vice President
Abdul Razzak Khalid Al Zaid, Treasurer
y ousef Ibrahim Al Ghanim
Nasser Abdul Wahab Al Qatami
Yaqub Al Haroad
Ahmed SaJah Al Shayaa
Hamoud Yousef Al Nisf
Khalid Issa Al Salih
Sami Ali Al Ghanim Al Dabbous
Jayer Badr Muhammed Al Sayer

VUI

1990 cont'd
Suleiman Abdullah Al Eiban
Salah Fahd Al Marzouq
Abdul Mohsen FaisAl Al Thuwaini
Abd Al Majid AI Sayyed Ahmed Al Ghirballi
Ali Mohammed Thunayan Al Ghanim
Ghanim Hamad Jasem Al Dabbous
Qays Abdullah Thunayan Al Ghanim
Mubarak Abdul Aziz Al Hasawi
Muhammed Abdallah Al Uraifan
Muhammed Abdul Rahman Al Bahr
Muhammed Abdul Salam Shuaib
Nasser Muhammed Al Sayer

1995
Abdul Aziz H. Al Sagar, President
Abdul Razzak KhAlid Al Zaid, 1st Vice P
y ousef Ibrahim Al Ghanim, 2nd Vice P
Yousef Abdul ALiz Fulaij
Harnoud Yousef Al Nisf
Muhammed Abdul Rahman Al Bahr
d)Abdul Wahab Al Wazzan
Nasser Muhamnled Al Sayer
Salah Fahad Al Marzouq
Ali Mohammed Thunayan Al Ghaninl
Ahmad Saleh Al Shayaa
Abdul Baqi Abdulla Al Noun
FaisAl Ali At Mutawa
Muhammed Abdul Salam Shuaib
Suleiman Abdullah Al Eiban
Abdul Mohsen FaisAl Al Thuwaini
(2)Abdul Razzik Abdullah Maarafi
(3)Abdullah Muhammed Saud Al Baijan
(4)Jameel S. Al Essa
(5)Muhammed Hamoud Zamel Al Fajji
Muhammed Abdullah Ahmad Al Uraifan
(6)Salah Khalifa Talai Al Jari
Muhammed Abdul Mohsen Al Sayegh
(7)Jawad Ahmad Bu-Khamseen

N~w M~mbd- Protil~:

1. YOWlg. Shïa
2. SNa
3. Fonn~r Broths:rhuod
4. YoWlg c:ntrc:pn:na
5. 8roth~ood ~)1l1palhi~

6. Ekdouin, Conner Parliarnc.:nlarian 19~5

7. Shia. promin.-pt in Manakh crash dcb~.

...



Table 9:
Executive Board ACC, 1923-1995. •1923 1935 cont'd

y ousefAsfour, President Mohammed Shareen~ Vice President
Said Al Kurdi Hamdi Manku " ,

Ali Al Kurdi Subri Tabba
Abdal Rahman Madi Mohammed Ali Bdeir
Asad Sabir KhAlil Shuqayr
Khairu Al Saudi Hashem Tabba
Hasan Al Shurbaji Umar Al Mualbaki
Ahmad Malhas Ahmed Malhas
Amin Manku Shawkat Asfour
Salim Al Wirr Tawfiq Qattan
Muhamlnad Otlullan Al Bauikhi Jameel Al Satàdi

1926 1941
Mohammed Tahir Al Jaqqa~ Pr~sident Subri Tabba, President
Mohammed Shareem, Vice President Hamdi Manku, Vice Prèsident
Mohammed Al Saudi Umar Al ~1ualbaki

Ahmed Malhas Shawkat Asfour
Hamdi Manku Rashid Darouza
Asad Al Saber Salem Bakheet
Ismael Haqqee Subhi Al Halabi
Awees Al Mosharbash Hashem Tabba
Khalil Al Talhouni Isameel Al Bilbaysi
Khairo Al Diraniya Rarnzi Al Haffar

Yaseen Al Talhouni
1928

Zaki Al Idlabi, President 1943-46
Mohammed Shareem, Vice President Records incomplete
Hassan Al Sharbaji
Subri Al Tabba 1946
Subhi Al Haj Hassan Subri Tabba, President
Khali1 Shuqayr Hamdi Manku, Vice President
Ahmed Malhas Adel Al Safadi
Mohammed Al Saudi Umar Al Mualbaki
Mohammed Al Kurdi SAlem Bakheet
Abdul Rahman Madi Khairo Al Diraniya
Awees Al Mosharbash Shafeeq Al Hayek
Khalil Talhouni Hashim Touqan
Asad Al Saber Wajeeh Al Baghdadi

Abdul Rahim Al Nowari
" .

1935 Faris Al Saudi
Abdul Dhyab, President •IX
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1946 cont'd 1954• Hashim Tabba Ibrahim Manku, President
Yaseen Al Talhouni Shafeeq Al Hayek, Vice President
Subhi Al Halabi George Dib
Abdul Rahman Madi Saleem Hassan Arafa
Ramzj AI HatTar Muneer AI Asmar

Faisel AI Tabba
1948 Wajeeh Murad

Mohammed Ali Bdeir, President Hasrum Tauqan
Umar Al Mualbaki, Vice President Arafat Al Bitar
Yaseen AI Talhouni Daoud Abram
Tawfiq Qattan Shaher Al Hamli
Jawdat Shaashaa Husni Sida Al Kurdi
Mourur Shaqeer
Khairo AI Diraniya 19581

Ibrahim Manku Ibrahim Manku, President
Shafeeq Al Hayek Muhammed Ali Bdeir
Rashid Darouza Malik Al Masri
Abdul Raheem Abu Hassan Said MAlhas
Jawdat Al Bitar George Dib
Hassan Aziziya Zuhair Asfour
Husni Sido Al Kurdi Mustafa Abu Zeid
Hashim Touqan Hashim Touqan
Subri Tabba Jawdet Al Bitar
Abdul Raheem Al Nouri Saleem Hasan Aratà
Ramzi AI Haflàr
Hashim Tabba 1962
llyas AI Maashar Ibrahim Manku, President
Subhi Al Usta Tawfiq Tabba, Vice President
Mohammed Khario Abu Arsheed Malik Al Masri

Ibrahim AI Zein
1949 Misbah Al Z~ili

Subri Tabba, President Rashad Barakat
Muhammed Ali Bdeir, Vice President Hatim Alloush
Jawdat Shaashaa Adel Al Nouri
Said Malhas Musa Abu Al Raghib
Vaseen Al Talhouni Ahmad Yaseen

..

Hamdi Al Safadi Abdul Raheem Abu Hassan
Tawfiq Qattan Fareed Kassab
Muhammed Madi
Abdul Raheem Abu Hassan 1966
Abdul Raheem Al Nouri Muhammed Ali Bdeir, President
Shafeeq AI Hayek
Sarni Asfour .

• 1 This board alternated president and
vice president each year.
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1966 cont'd
Zuhair Asfour, Vice President
Malik Al Masri
Ali Manku
Muhammed Tahir Al Hadhad
Adel Al Nouri
Said Shaheen
Hashim Touqan
Muneer Al Asmar
George Khannuf
Abdul Raheem Abu Hassan
Tawfiq Tabba

1970
Muhammed Ali Bdeir, President
Zuhair Asfour, Vice President
Marndouh Abu Hassan
Ahmed Ratib Ghaneem
Muhammed Tahir Al Hadhad
Adel Al Nouri
Ihsan Nimr Abu Dabbi
Muhammed Khalil Ashour
Ibrahim Abdo Al Raijal
Umar Muhanuned Al Banna
Jameel Arif Barakat
Hashinl Touqan

1974
~1uhanlmed Ali Bdeir, Presid~m
Zuhair Asfour, Vice President
Jameel Arif Barakat
Ahmed Ratib Ghaneem
Marndouh Abu Hassan
Muhammed Tahir Al Hadhad
Muhammed Kheir Bahjat Al Humsi
Hashim Touqan
Tawfiq Amin Qaawar
Umar Muhammed Al Banna
Khalil Yaseen Al Talhouni
Umar Mustafa Abu Zeid

1978
Muhammed Ali Bdeir, President
Zuhair Asfour, Vice President
Jameel ArifBarakat
Said Uthman Matook

XI

1978 cont'd
Ahmed Ratib Ghaneem
Umar Muhammed Al Banna
Hashim Touqan
Hamdi rabba
Muhammed Kheir Dib
Tawfiq Amin. Qaawar
Marndouh Abu Hassan
Hassan Jameel Zakariya

1982
Hamdi Tabba, President
Muhammed AI Hajj Deeb, Vice President
Said Uthman Matook
Muhammed Marwan YousefZubda
Ahmed Ratib Ghaneem
Hashim Touqan
Tawfiq Amin Qaawar
Umar Mustafa Abu Zeid
Muhammed Kheir Bahjat Al Humsi
Adnan Abdul Kareem Darouza
Hani Al Haij Hassan
Abdul Aziz SAlhab

1986
~luhammed -:\sfour, President
Adnan Abdul Kareenl Darouza, Vice P.
Hani Al Haij Hassan
Ahmed Ratib Ghaneem
l\fuhammed Kheir Bahjat Al Humsi
y ousef Ahmad Al Sardi
Haïdar Murad
Riyad Al Saifi
Saleem Mustafa Khartàn
Samir Mansour Maashar
Muhammed Al Ha.ü Deeb
Umar Mustafa Abu Zeid

1990
Muhammed Asfour, President
Haidar Murad, Vice President
Muhammed Al Muhtasib
Ismael Marshad Al Tarayra
Saleem Mustafa Kharfan
Yousef~d AI Sardi
Riyad AI Saifi

•

•
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1990 cont1d
Muhammed al...Hajj Deeb
Ghassan Shakeeb Kharfan
Muhammed Kheir Bahjat AI Hunlsi
Waleed Hashim al-Khateeb
Hani al-Hajj Hassan

Xli
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INTERVIEWS

Jordan

Waleed T. AJami, businessman, 27 June 1995, 3 July 1995
Mohammed Ammar, Director General, ACC, May 24, 1995
Muhammed Asfour, former President, ACC, 24 May 1995, 28 July 1995
Ali T. Dajani, Advisor, ACI, 4 June 1995
Zaid Fariz, former Minister of Planning, 5 June 1995, 6 July 1995
Bill Fischer, Direetor. Regional Business Couneil. 4 Oetober 1996.
Sarni Ghammo. former Minister of Finance, 3 July 1995
Mustafa Hamarneh, Direetor, Strategie Sludies Institute, University ofJordan, Summer 1996
Mamduh Abu Hassan, former Board Member, ACC, 5 November 1996
Amin Y. Husseini, Secretary-General, Federation ofJordanian Chambers ofConmlerce, 29 July
1995
Dr. Tayseer Abdel Jabber, Direetor, Arab Consulting Center, 27 June 1995, 30 September 1996
Loai Jadoun, Ministry of Planning, Summer 1996
Daniel Joly, First Secretary, Development, EmbassyofCanada, 1 June 1995
Sulieman Khalidi, Reuters, 5 December 1996
Dr. H. Khatib, former Minister of Energy, 6 June 1995
Said Matook, former Board ~"ember, ACe, 13 November 1996
Anis Muaashir, General-Secretary, Al Wahd Party, 3 December 1996
Muhammed Muhtasib, Board Member, ACC, 6 December 1996
Doug Newman, Comnlercial Section, US Embassy, 16 May 1995
Ahmed Obeidat, former Prime Minister, 5 June 1995
Ahmed M. al-Saadi, Direetor, Researeh and Studies Department, ACI, 27 July 1995
Bassem Saket, President, Jordan Cement Company, 5 December 1996
Rajai Salfiti, Chairman, Union Investment Corporation, 15 June 1995
Odeh Sweiss, fOffiler head of researeh, ACC, 30 Oetober, 1996 .
Hamdi Tabba, former President, ACC. 27 June 1995, 1 July 1995, 5 December 1996
Tariq Tell, CERMOC, Summer 1996
Muhammed Tijani, former General-Manager, ACC, 31 May 1995, 26 July 1995, 2 November
1996
P.V. Vivekanand, Senior Editor, Jordan Tinlts, Summer 1995
Baker R. Zagha, Deputy Manager, Arab Bank, Sununer 1995

XlII
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Kuwait

• Majed Jamal Adin~ Advisor, KCCI~ 6 December 1995, 5 March 1996
Jawad l. Ali~ al-Ayoub & Parnterns, 22 November 1995
Abdullah M.S. Beaijan, Board Member, KCCI~ 26 March 1996
Kevin Burke~ Lawyer~ March 30, 1996
Ibrahim Dabdoub~ ChiefGeneral Manager, National Bank of Kuwait~ April 25~ 1996
Fouzan M. al-Fares~ General Manager, AI Qahas~ Summer 1996
Khaleed al-Fassam, businessman, 26 November 1995
Kholoud al-Feeli~ Kuwait News Agency, Winter 1995
Ahmad al-Haroun~ Director-General, KCCI, 6 December 1995
Thabet Ali Jan, Department of Studies and Research, KeCI, Summer 1996
Dr. Hassan Johar, Oepanment of Political Science, Kuwait University, Summer 1996
Riad al Khouri, Director, MEBA Ltd., Summer 1995
y ousefbin Nisf, businessman, 9 April 1996
Waleed A. al-Qadeeri~ Public Relations, National Assembly, Spring 1996
Jasem al-Sadoun~ General Manager, Al ShaH Consultants, 5 March 1996
Khalid al-Sanna, Industiral Union President, 3 March 1996
Wael al-Saqr, Chairman, Al Saqr Line, 6 April 1996
Nassar al-Sayr, Deputy Chairman, National Bank of Kuwait, 16 December 1995
Isa Majed al-Shaheen, Spokesman, Islamic Consitutional Movement~ 3 March 1996, 7 l\'lay 1996
Islam M. al-Shara'a, Kuwail Times, Spring 1996
Abdul Aziz Sultan, President, Architects, Engineers, and Planners lnc., 5 ~Iarch 1996
Khaled Issa Sultan, former Parliamentarian, 30 l\'larch 1996
Salah F. Sultan, businessman, 4 December 1995
Paul Tyson, Econonlic Counsdor, US Embassy, Winter 1995
Amer B. al-Tameemi, General Mananger, Research & Development, Ku~ait Investnlent Projects,
Winter 1995
Abdual Wahab al-Wazzan, Board Member, KCCl, 20 Deccmber 1995, II l\fay 1996

Nicosia. Cyprus

Walid Khadurri, Executive Editor, MEES, 10 July 1995

Montreal. Quebec

Mehran Nakhjavani, BeA Publications Ltd., 29 March 1995

•
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