
Five Cases for Reforming U.S./Middle East Economic Policies
An exclusive addendum to the 2014 Blue Book NCFCA Edition

Overview:  Economists argue that markets better serve the public than government agencies, and are skeptical of centralized government power.  U.S. policy toward the Middle East generally supports centralized planning and power rather than economic freedom and open markets.

1. Support or at least don’t block Iraqi Kurdish sales of oil on world markets and to use funds to purchase military hardware. The U.S. state department is blocking Kurdish oil sales (oil exported through pipeline to Turkey), and continued to support a strongly centralized Iraqi government. See: Tough Times for Iraqi Kurdistan, and for U.S. Middle East Policies  and Going Middle East to Make a Fortune: To Kurdistan, the Next Dubai.

The U.S. has barred a shipment of Kurdish crude oil from reaching the Texas coast amid concerns independent oil sales from Kurdistan could further weaken Iraq's fragile central government as it struggles to contain a Sunni military offensive. 

A U.S. District judge ordered a U.S. Marshal to seize the cargo — about 1 million barrels of crude oil, worth about $100 million — aboard the tanker United Kalavryta in response to a complaint filed by the Iraqi government claiming the oil was smuggled out of Kurdistan without its per[image: image1.jpg]343 | economicthinking



mission.

2. Self-Reliance Policy for Middle East Refugees. Refugee camps across the Middle East are expanding rapidly as conflicts in Gaza, Syria, and Sunni Iraq escalate. The Domiz Refugee Camp in Kurdish Iraq hosts refugees from Syria and the other Syrian refugees. In Researching U.S./Middle East Refugee Policy we glimpse the scope of U.S. policy toward Middle East refugees:

As Lebanon places new restrictions on Syrian refugees, Secretary Kerry has announced that the United States will provide another $290 million of humanitarian assistance for those affected by the Syrian conflict, both in Syria and in neighboring countries hosting refugees, including $51 million to support Lebanon as a host community. This brings U.S. humanitarian assistance for refugees of the Syria conflict and their host countries to over $2 billion, and assistance for Lebanon to about $400 million. [Source: human rights first.]

Global Envision writes on a new Oxford University study of a successful refugee camp program in Uganda that could serve as a model for U.S. policy toward Middle East refugee camps. Some $3 billion flowed to the UNHRC to support refugees in 2013. Yet most of these refugees are prevented from engaging in productive work by host countries. Instead, refugee camps are restricted to cramped and impoverished islands dependent on UNHRC rules and regulations (and International Labor Organization influence), Uganda's:

‘Self-reliance’ policy allows refugees freedom of movement, as well as the right to work or run a business. The economic lives of refugees in Uganda, how they interact with the private sector and how they use technology challenged five myths about refugees. (GE article)

More information in this post: Refugee Economics: Success of Self-Reliance Refugee Policy
3. End the Carter Doctrine: U.S. is not economically dependent on Middle East Oil. The post Economic Fallacies Form Shaky Foundations for U.S. Middle East Policy reports on the long history of U.S. involvement in the Middle East. President Jimmy Carter in his 1980 State of the Union Address announced what became “The Carter Doctrine:”

An attempt by any outside force to gain control of the Persian Gulf region will be regarded as an assault on the vital interests of the United States of America, and such an assault will be repelled by any means necessary, including military  force.  [Air Force Magazine, April, 2010]

So U.S. policy since has been to deploy the U.S. military on various Middle East missions related to defending or stabilizing oil production and exports. A lot has changed since 1980 and the U.S. economy is now far less dependent on imported oil, especially oil from the Middle East. Over the last five years, U.S. shale oil production has expanded dramatically (Eagle Ford in Texas is expected to produce 1.5 million barrels of oil a day in September, 2014--up from 200,000 in 2010.

4. Promote Legal and Economic Reforms, not Democracy, in the Middle East. 

Hernando de Soto’s short documentary Locked Out: The Roots of Arab Spring focuses on the lack of economic freedom for everyday people across most Middle East countries. Encourage Economic Freedom or Democracy for the Middle East? looks at the important difference between voting and political reforms and the economic reforms that would open Middle East economies like Egypt and Iraq to millions locked out of the formal economy. Megan McArdle reports that it has been almost impossible to start a small business in Iraq, and Hernando de Soto’s research in Egypt shows why half the population lives and works outside the legal system, in the “black” or informal economy.

     The examples are legion. To open a small bakery, our investigators found, would take more than 500 days. To get legal title to a vacant piece of land would take more than 10 years of dealing with red tape. To do business in Egypt, an aspiring poor entrepreneur would have to deal with 56 government agencies and repetitive government inspections.

     All this helps explain why so many ordinary Egyptians have been "smoldering" for decades. Despite hard work and savings, they can do little to improve their lives.

U.S. State Department policy is driven by people with international relations degrees but not economic understanding and generally focuses on voting and political reforms instead of economic freedom.

5. Charter Cities and the Hong Kong Model for Refugee Resettlement

U.S. policy toward the Middle East is nationalist by nature. The centralized U.S. government promotes centralized governments in the Middle East and around the world. Yet peace and prosperity emerge in cities not nation-states. Western Europe gradually developed through the Middle Ages as networks of commercial city-states, like the Hanseatic League in Northern Europe, traded and prospered. City-states thrived across the Mediterranean of the Ancient World, and they have prospered over the last century in Europe and Asia. Monaco, Andorra, Estonia and a few other European city-states thrive in Europe, while Hong Kong and Singapore have advanced in fifty years from poverty to prosperity. Though the 1950s and 1960s, millions of impoverished refugees flooded into Hong Kong from communist China. With Hong Kong’s free-trade, low-tax, and no regulation economy, poor immigrants became wealthy business people in a single generation.

Could city states work in the Middle East? Sure, Dubai, Bahrain, and other UAE countries offer models of Middle East city-state success.  Dubai and Bahrain are economically free, but are ruled by minority governments and lack voting and civil liberties. U.S. policy could encourage “soft-partition” in Iraq, Libya and Syria and a diversity of political systems that would allow ethnic, tribal, and religious groupings to have more self-government. 

Could Refugee Camps Be Startup Cities? discusses the Charter City and Startup Cities proposals for modern independent and economically free territories. The post starts with the Zaatari Refugee camp, home now for over 85,000 refugees, quoting from a July NYT article: 

at a pace stunning to see, Zaatari is becoming an informal city: a sudden, do-it-yourself metropolis of roughly 85,000 with the emergence of neighborhoods, gentrification, a growing economy and, under the circumstances, something approaching normalcy, though every refugee longs to return home. There is even a travel agency that will provide a pickup service at the airport, and pizza delivery, with an address system for the refugees that camp officials are scrambling to copy.

The U.S. should encourage more economic freedom across Middle East refugee camps, and further encourage autonomy where possible. 
* * *

EDITORIAL NOTE: New developments in this case occurred after the article was written.  Like all events in the Middle East, things are constantly changing.  Be sure to research the latest news on this and all events before writing or running an Affirmative case this year.
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