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SUMMARY OF THE MAIN IDEAS OF THIS BOOK

MOSUL AND ALEPPO have featured heavily in the news for the past few years. The two cities, separated by a day’s drive through the deserts and mountains of Iraq and Syria, have been the scenes of government-led offensives against insurgent factions. Truly horrific events have taken place here. The citizens of Mosul have been subject to terror carried out by the Islamic State in Iraq and Syria, in the form of executions based on religion and sexual orientation. Large parts of Aleppo, Syria’s largest city before the outbreak of the civil war, have been reduced to rubble by street-to-street fighting and bombing. Extremism, war, ethnic conflict, dictatorship, terror, and human suffering – this is what the world has come to associate with Mosul and Aleppo. Add oil and corruption to get a list of the words most commonly associated with the Middle East.

When we think about prospering cities such as New York, London, Stockholm, Singapore, or Hong Kong, what comes to mind is commerce, enterprise, vibrant city life, and entertainment. This description differs quite sharply from a contemporary one of Mosul and Aleppo. Yet, for centuries, these qualities won Mosul and Aleppo the admiration of the world. These cities were important centers of the global market network, which facilitated the exchange of valuable goods, the flow of ideas, and migration. Free markets run deep in the DNA of the Middle East. Mosul and Aleppo are just two of many examples of the enterprising history of the region.

The first market economies of the world developed in present-day Iraq and Syria, the countries in which Mosul respectively Aleppo are located. It was here that the first entrepreneurs, the first enterprises, the first early banks and the first early financial speculators emerged around 4 000 years ago. Around a thousand years later, the ancient Western civilizations of Greece and Rome imported the concept of enterprise from the Middle East. However, the ancient Greeks and Romans never embraced it wholeheartedly. Whereas the ancient Middle Easterners viewed commerce and enterprise in a positive light, the Greeks and Romans had a different opinion. They regarded it as low-status work, which should be left to foreigners, freedmen of low standing, and slaves. Therefore, the business leaders, trade ship captains and bank managers of ancient Greece and Rome were often native of the Middle East.

The Middle East prospered thanks to its market-friendly attitude. Today Europe is viewed as advanced and the Middle East as backward. However, Turkey and Syria used to be two of the Roman Empire’s wealthier provinces. When commerce was hampered by government central planning in the European parts of the empire, it thrived in the East. Centuries before the Romans arrived, standardized gold coins were for the first time in history minted in Turkey. This feat was accomplished by Croesus, whose wealth is still remembered in the phrase “as rich as Croesus.”

The mercenary-general and historian Xenophon is famed for, through his writing, having inspired Alexander the Great to invade Persia. He also wrote about the economic practices in the Persian Empire, perhaps to inspire his fellow Greeks to abandon their distrust of the market economy. Today we believe that it was Adam Smith, the father of modern economics, who first described the phenomenon of specialization in the marketplace. This makes perfect sense according to modern Western thinking. Accompanied with this view is the idea that the first well-functioning market economies developed in Europe, and that Adam Smith was the first to describe how the invisible hand of the market made society prosperous. However, Xenophon gave an almost identical description of specialization on the marketplace when writing about the economy of ancient Persia – 2 000 years before Adam Smith was born.1 The invisible hand of the market was evidently at work in the Middle East already then. Xenophon’s writing from ancient Persia also includes the first account of how a wise government should govern a market economy: based not on efficiency, but solely on making voluntary exchange possible and protecting private property rights.2

The market economy is one of the most important institutions in human society. It is the only order that has been able to encourage large-scale prosperity and innovation. Because of this, most countries in our time have adopted various forms of the market economy. The prevailing contemporary view is that the market economy, and the ideological support for economic freedom, are Western concepts that have spread to the rest of the world. While it is the Western form of market economy that has been the most successful in the modern age, the true roots of this institution undeniably lie in the East, which is also the case with the intellectual support for economic freedom. Enterprise and a market-based system evolved not only in the Middle East, but independently also in two other cradles of civilization: China and India.

Already before the rise of Islam, even the deep deserts of the Arabian Peninsula had thriving cities, which lived of the specialized manufacturing of goods such as perfumes and the export of these. The Arab tradition of trade lives on in the faith and traditions of Islam. The Prophet Muhammed himself was a merchant for many years. He married his first wife Khadija, a renowned merchant capitalist, after having managed some of her trade affairs.3 Khadija is seen as one of the most important female figures in Islam, commonly regarded by Muslims as the “Mother of the Believers.” She is a rare example of a female entrepreneur in the Middle Ages that have had an impact on history. When the tribe of Quraysh in Mecca gathered their caravans to embark upon the summer journey to Syria or the winter journey to Yemen, Khadija’s caravan equaled the caravans of all other traders of the tribe put together.4

During the Islamic Golden Age, Middle Eastern trading cities prospered through enterprise. For a long time, Baghdad was one of the wealthiest cities in the world, as seen in the stories of the One Thousand and One Nights collection of Middle Eastern folk tales. In these tales, the heroes are often merchant capitalists, who – through their pursuit of wealth – benefits themselves as well as the rest of society.5 The Eastern tradition of portraying entrepreneurs as heroes differs sharply from the modern Western tradition, in which the agent of an economic enterprise is often the villain, while the hero is characterized by his disregard for material wealth. Modern Western institutions are shaped in accordance with the principles of the market economy, but contemporary Western culture still retains a hostile view of enterprise, commerce, and wealth accumulation. On the contrary, these things are all celebrated in Middle Eastern cultures.

Of course, the market-based exchange was not the only economic model in place in the historic Middle East – it competed with feudalism, tribalism, and state control. In rural areas, much of the population was mostly self-sufficient farmers. Yet, in several cities in the Middle East, North Africa, India, and China mature and durable market institutions had emerged. The Silk Road bound together these market centers, and merchants brought the goods from Middle Eastern market cities such as Aleppo to Europe and Africa. Today, the story of globalization and commerce is told almost exclusively from a Western viewpoint. However, much of the development occurred in the East and the South. Zanzibar and other trading cities across the Swahili Coast, for example, grew wealthy by attracting African, Arab, Persian, Malaysian, Indonesian, Indian, and Chinese merchants.

While many today believe that Islam is somehow at odds with the market economy, the Islamic world used to be more market-based than the Christian world. During the Golden Age of Islam, water- and windmills were used to create early mechanical power, which produced mechanized labor. A miniature industrial revolution occurred around the 11th century, in which Middle Eastern factory complexes turned out ceramics, astronomical instruments, mechanical hydro and wind powered machinery, perfumes, and weapons. The knowledge generated in these industries was transmitted to Europe. For example, Egyptian craftsmen in Greece established early glass factories in Europe in the 11th century.6 The Damascus swords forged in Syria, wielded by Middle Eastern armies during the crusades, was made of such advanced material that Europeans never managed to reproduce them. Only recently have scientists been able to understand the secrets of the swords: somehow, the Middle Eastern steelmakers managed to incorporate carbon nanotubes in the steel structure. This feat is quite amazing, given that carbon nanotubes are a product of modern nanotechnology.7

For thousands of years, the Middle East prospered through enterprise. Persian carpets and Turkish delights were some of the most sought-after consumer goods of the early modern age; these products are still well known over the world. Coffee shops are similarly an invention of the Islamic world, having much in common with the teahouses in which Middle Eastern traders for centuries gathered to rest and make deals. Cotton, silk, olives, phosphates, and (already before the industrial revolution) petroleum products are examples of other goods exported from the Middle East and North Africa to Europe during the Middle Ages and the early modern age.

Proponents of economic freedom focus almost exclusively on the Western origins of free-market ideas. In fact, many of these ideas originated in Eastern philosophy. Confucius was a supporter of limited taxation.8 Mencius, the second most influential Confusion philosopher, argued in favor of protecting private property, emphasized the importance of market competition, opposed monopolies and explained that individuals constitute the fundamentals of the country.9 Laozi, the founder of Taoism, was perhaps the first libertarian thinker. He believed that government with its “laws and regulations more numerous than the hairs of an ox” was an oppressor of the individual, and should be feared more “than fierce tigers.”10

The Tale of the Moneyed Rat Trader is an old Indian folktale which explains how voluntary market exchange and capital accumulation can allow even the most impoverished individual to climb the social ladder.11 The idea that government tax revenues will fall when the tax rates reach a certain level is today associated with the U.S. economist Arthur Laffer. While Laffer certainly has contributed to the modern understanding of how high taxes can burden the economy, this theory was originally developed by the 14th century North African Arab intellectual Ibn Khaldun. He used the theory of stifling government taxation to explain the rise and fall of entire dynasties.12

In Qabus Nameh, a major work of Persian literature from the 11th century A.D., the mythological king of Iran, Kai Kavus, advised his son on economic matters. The ideas of rational self-interest expressed in this work lies very close to the thinking of Western free-market intellectuals such as Adam Smith and Ayn Rand.13 Nasreddin Hodja, a satirical philosopher following the Islamic mystical tradition of Sufism who lived in present-day Turkey during the 13th century, is still remembered through his popular stories. One of his ideas was that wise rulers should reduce the burden of taxation, for otherwise their kingdoms would collapse like a broken wall.14

If we forget the Eastern origins of the free market model, this will influence our understanding of the power of voluntary exchange and property rights. One example of this is the qanats, a true wonder of the world. These underwater irrigation systems, which were first constructed in Iran some three thousand years ago, are the reason for why civilization could prosper in dry countries such as Iran, Syria, and parts of Europe. The qanats, sometimes built hundreds of meters underground and running for kilometers with an exact angle, are astonishing feats of human engineering. Thousands of these impressive structures were built to irrigate previously barren lands, and remained in use for millennia. As late as 1968, still most of the water used in Iran came from this ancient infrastructure.15 The qanats were made possible by property rights: those who irrigated previously dry land gained the ownership of the land and the water supplied to it. Those who built them were specialized private contractors. The contrast with the Pyramids of Egypt is obvious. The Pyramids were built as massive symbols of government power, funded by oppressive rulers, and served little if any real-world purpose. The qanats were constructed based on voluntary principles, and made it possible for countless generations of people to thrive in otherwise barren lands.

Three important conclusions arise from the reading of The Birthplace of Capitalism – The Middle East:

Enterprise and economic freedom have been highly influential in shaping the course of human history, not only in recent times but also for thousands of years. A common, modern belief is that capitalism is a new, and Western, institution. If this were true, then it would follow that much of the progress that occurred during human history did so in the absence of private enterprise, market mechanisms, and profit-seeking individuals entering voluntary contracts with one another. This book refutes this view. Instead, what happened is that proto-capitalism evolved in one form or another in the great civilizations of the past. It emerged in the first cradle of human civilization in Mesopotamia, and independently also in the Chinese and Indian cradles of civilization. A fourth cradle of civilization, which likely had no real contact with the other cradles, evolved in Mesoamerica. A chapter describing the economic practices of the Aztecs and nearby cultures is included in this book, and it shows that some aspects of the market economy also existed here. Capitalism, it turns out, has played a much more important role in human development than a narrow Western-focused narrative would have us believe. One might even argue that market economy, in one form or another, is a pre-condition for human prosperity regardless of culture.

Enterprises, protection of private property and voluntary exchange, the ideals of free market policy and an understanding that big government can stifle development all arose in the East long before they reached the West. This concept is summarized in the form of six info-graphics shown in the following pages. These infographics do of course not capture all of human history, but they highlight some milestones in the development of various ideas and institutions relating to markets. Furthermore, they convey that enterprise and market economy evolved in the Middle East many centuries before they reached Europe. European-style capitalism bloomed long after it had done so during the golden ages of market-based exchange in the Middle East, China, and India. The same goes for the intellectual support for free enterprise and limited government, the description of the invisible hand of the marketplace, the economic theory of how high taxes undermine economic activity, the intellectual support for rational self-interest, and the industrial revolution. While, of course, with the definitions used in standard textbooks, the industrial revolution occurred in the United Kingdom in the early modern age, it can be better understood as a continuous process which has followed the golden ages of market exchange in the East.

The Middle East has thrived for millennia through enterprise. It can again bloom through market exchange. Our current time, when the Middle East is associated with sectarian violence, oil-dependency and statist control, is after all more of a historic parenthesis than the normal state of the region. Understanding the past allows us to shape the future. Today, many pundits believe that the Middle East could be “fixed” by military force and other forms of foreign government intervention – few see commerce as the primary way forward. A historical perspective could be helpful here. It is easy to view Palestine, Lebanon, and Israel as places of eternal conflict, inhabited by people who know nothing but violence. Yet, the ancestors of the Palestinians, the Lebanese, and the Jews have one thing in common: they were successful traders and entrepreneurs, who paved the way for great progress. It was in this region that the ancient Phoenicians invented the alphabet, largely to keep track of economic transactions. The Phoenicians’ trade networks played an important role in the early development of the Mediterranean region, in which much of early Western civilization evolved. This tradition of enterprise still lives on. Not long ago, Beirut was known as the Paris of the Middle East, due to its prosperity and role as an international center of commerce. Sadly, wars and conflict have plagued the city for the past decades. Despite this, commercial life continues in Beirut, as in Mosul, Aleppo, and the Palestinian territories. As soon as the bombings stop, even only for a short time and just in one part of the city, Middle Eastern bazaars come to life. As soon as sanctions are lifted, business flourishes.

Markets have increased prosperity in the Middle East, which is exemplified by the outstanding economic growth of Iran before its devastating war with Saddam Hussein’s Iraq. While it is true that part of Iran’s growth was fueled by oil, industrial growth of private firms also played an important role in this transformation. Today, as international sanctions are being lifted, Iranian businesses can again grow by trading with Western actors. Even though institutional shortcomings and an intrusive state stand in the way of economic development, private businesses already play an integral part in the Iranian economy. China, Iran’s main trading partner, hopes to expand on the existing trade relations by revitalizing the ancient Silk Road. However, oil continues to be something of a curse to the Middle East, since this valuable commodity is easily dominated by the state, and encourages central planning. Yet the tradition of market freedom lives on, evident by the decreasing support for Arab Socialism.

Muhammad bin Salman, Saudi Arabia’s deputy crown prince, believes that market reforms, including for-profit education and health care, are the way forward. The Kurds of Iraq, who used to be fierce Marxists, have embraced a society of small shopkeepers. The smaller states of the Middle East, such as The United Arab Emirates, Qatar, Bahrain, Jordan, and Kuwait already have a high degree of economic freedom. Of course, much of the Middle East is plagued by corruption, weak respect for human rights and lack of democracy. These obvious problems must be addressed to improve the present low quality of Middle Eastern democracies. However, this is no reason to disregard the soft power of markets to improve people’s lives.

The rest of the world has good reason to encourage the re-connection of the Middle East with the global market community, which will encourage wealth development and increased peaceful exchange. A lesson should be learned from European powers such as Venice and Sweden, who through history have sought to pursue voluntary exchange with the Middle East – rather than the British colonial idea of opening Middle Eastern markets with gunboat diplomacy, which today lives on in American sanctions. The Anglo-Saxon superpowers, who are often seen as the champions of free markets, have acted contrary to their reputation, and instead suppressed the Middle Eastern market tradition, which hardly is a constructive path. Surprisingly, those on the political right who otherwise support economic freedom are convinced of the merits in suppressing trade with countries such as Iran. Perhaps these attitudes would change if more people in the west realized that the Middle East, alongside China and India, is the birthplace of capitalism. Free-market institutions should be allowed to develop in the Middle East, not only because they bring prosperity, but also because trade and enterprise are to prefer in front of conflict.

Iranians, Arabs, Turks, Kurds, Assyrians, Jews, and the myriad of other groups in the Middle East have much that set them apart, but they are all natural dealers and hagglers. Throughout its history, the region has been ravaged by wars countless times. Some of these – such as the brutal attacks of the Mongols and Timur – left deep and lasting scars. Yet, the Middle Eastern societies have always bounced back, not by relying on the riches provided by oil, but rather through commerce and enterprise. This is also a viable path in our time. Why should the modern age, in which the market economy has become a global phenomenon, be the exception?
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