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Challenges of Post-Colonial Development

After gaining independence from colonial rule, Arab states were faced with three sets of challenges, including political, economic, and social ones. First, independence was incomplete because the old social order (predominantly the Land-owning class) with ties to colonial powers was running these states at first. These ties were viewed by the Arab masses (including middle classes) as an extension of colonialism (through neo-colonialism) and therefore had to be broken via some sort of revolution or coup d'état, which was the ultimate fate of most Arab states. 

Economically, the challenge was one of independent economic development and industrialization. The structural problem, however, was that the private sector in virtually all Arab states, or the traditional engine of economic development and industrialization elsewhere, was too small and lacked the necessary capital to embark on such process of independent development. This opened the door for the state to step in and shoulder the challenge of economic development through nationalization and the creation of a large public sector which would provide free education, health care, and various social goods and services to the public. The appropriate economic strategy for most of these countries was one which preserved economic independence by protecting local markets from foreign competition while further industrializing the economy. Therefore, what is call ISI (import-substitution industrialization), was the strategy of choice. Remember, all these states were new- and late-comers into the world political order which by the early 1950s was beginning to crystallize according to the rules of those who had a head-start: USA and Europe. Politically and economically, Arab and other late-comers where in a subordinate position.

Political, Economic, and Social Consequences
In short, the domestic political, economic, and social consequences where characterized by three fundamental developments which set the stage for the contemporary period:

-the dominance of the state (politically): the state pursued exclusionary politics with developmentalism as justification.

-the dominance of the public sector (economically): the public sector ended up serving the regime in power not the public, and lead to inefficiency and shortages.

-massive and rapid urbanization spurred by ISI's emphasis on industrialization: the state failed to incorporate politically, economically, and socially, the mobilized masses which lead to lack of participation, lack of jobs, and alienation.

The Failure of State-Led development and the Rise of Political Islam
The oil boom era prolonged the life of the failed state-led development (let alone the politico-military failures), but by the early 1980s, the failure was exposed, and fed into opposition forces spearheaded by political Islam: dissatisfied professionals, `ulama, and middle merchants on the one hand, and the alienated and excluded masses (mostly urbanizers) found common cause in opposing the state and ended up providing the leadership and rank-and-file of contemporary Islamic fundamentalism.

