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% Israel on brink of ‘constitutional collapse’, president warns —
Financial Times — 12/2/2023
+» The Syrian earthquake is not a free pass for Assad - Financial Times

-14/2/2023

% Saudi Arabia seeks place on tourist map with ambitious foreign
visitor push - Financial Times - 1/02/2023

% Egypt’s economic woe spreads across all classes - Financial Times -
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+¢ Israel on brink of ‘constitutional collapse’, president warns —
Financial Times — 12/2/2023

Israel’s president has appealed to the hardline new government to delay a contested judicial overhaul,
warning that mounting political polarisation had left the country “on the brink of constitutional and
social collapse”.

In a primetime address on Sunday night, Isaac Herzog urged the new administration, headed by Prime
Minister Benjamin Netanyahu, to seek a compromise with its political opponents over the judicial
reform, warning that “we will all lose, the state of Israel will lose”, if no consensus was reached.
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“| feel — we all feel — that we are barely a moment before a clash, even a violent clash,” Herzog said in
his speech, which was delivered the evening before Israel’s parliament is due to begin voting on the
overhaul.

“We are no longer in a political debate but on the brink of constitutional and social collapse.”

Since taking office late last year, Netanyahu’s government, which unites his Likud party with an array of
ultrareligious and ultranationalist groups and is widely regarded as the most rightwing in Israeli history,
has made overhauling the judiciary one of its main priorities.

Proponents argue the changes — which will give the government control over the appointment of
judges and all but eliminate the top court’s ability to strike down legislation — are needed to rein in a
judiciary that has used powers it was never formally granted to push a partisan, leftwing agenda.

But critics of the plan, who include numerous serving and former judicial officials, the opposition, former
central bank chiefs, and executives from Israel’s crucial tech sector, have warned it will fatally
undermine Israel’s checks and balances, allow minority protections to be eviscerated, and damage
Israel’s business climate.

In recent weeks, tens of thousands of Israelis have taken to the streets to protest, with more than
100,000 people joining the largest demonstrations in Tel Aviv, the country’s liberal bastion. Another
protest is due outside the Knesset in Jerusalem on Monday as it begins to vote on the first part of the
overhaul.

In his speech on Sunday night, Herzog — a national figurehead whose powers are largely ceremonial —
acknowledged that aspects of the judiciary were in need of reform, and that “changes can be completely
legitimate”.

But he warned that, in their current form, the proposals put forward by the government had sparked
deep concerns over “potential harm to the state of Israel’s democratic institutions”.
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To defuse the crisis, Herzog called for talks between the government and its opponents, based on five
principles, including a new framework for the legislative process, a clearer delineation of the top court’s
powers, and a process for appointing judges in which neither the government nor the judiciary
automatically had a decisive say.

Netanyahu did not immediately respond to Herzog’s speech but other members of Likud dismissed the
call for compromise.

“Hypocrisy is the name of the game and we have long since finished participating in it,” communications
minister Shlomo Karhi wrote on Twitter. “Continue with the reforms with all our might.”

Opposition politicians welcomed Herzog’s intervention. Yair Lapid, who heads the largest opposition
party, Yesh Atid, said the president’s proposals were a reasonable framework for discussion. He called
for the government’s overhaul to be “immediately suspended” as a precondition for talks.

“Until then, the struggle will continue, the protests will not stop,” he wrote on Twitter. “We are fighting
for the values of the Declaration of Independence, and for the very idea of living here together as one
people.”

Separately, Israel’s security cabinet said on Sunday night that it would give formal recognition to nine
settler outposts in the occupied West Bank and that officials would approve further construction in
existing settlements. It was the first such move since the new government took office.

Most of the international community considers the settlements illegal. Officials from Israel’s key ally, the
US, have previously warned against such moves.

¢ The Syrian earthquake is not a free pass for Assad - Financial Times
-14/2/2023
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It is a certain kind of dictator who uses a deadly earthquake to rehabilitate
himself with the international community while posing for pictures in a disaster
zone with his wife. Then again, President Bashar al-Assad also took a victory lap
around Aleppo last summer with his family, as though on a cultural day trip,
despite his own forces having dropped barrel bombs on the city for years.

Assad, a pariah for the past decade, has reason to feel confident again. He’s
received condolence calls from allies such as Russia’s Vladimir Putin but also from
those who had shunned him, such as Egypt’s president Abdel Fattah al-Sisi. The
UAE’s foreign minister Abdullah bin Zayed al-Nahyan has returned for a third visit,
after breaking the ice in November 2021. Syrian officials are back on international
media, calling for an end to western sanctions and claiming they are hampering
relief efforts. In fact these sanctions contain exemptions for humanitarian aid,
which have continued to flow to Damascus through the UN in recent years.

More than 60 aircraft carrying international aid have now landed in Syrian
government-held areas, including Aleppo — mostly from friendly countries such
as Iran, Iraq and the UAE. But Saudi Arabia, which has previously been reluctant
to rekindle ties with Damascus, has sent a plane carrying 35 tonnes of aid to
Aleppo, the first of several. Every effort should be made to help the Syrian people
affected by the earthquake, whether in government or opposition-held
territories. But this must not lead to Assad being welcomed back into the
international community: rewarding impunity will only breed future instability.

Since Barack Obama’s infamous 2013 U-turn on his red line over chemical
weapons, followed by Russia’s full-on military intervention to prop up Assad, the
US approach has been to cauterise the Syrian wound. Toppling Assad is too costly,
but withdrawing American troops from the north-west would hand him a victory.
As the influx of refugees into Europe abated and the threat of terrorism was
contained, the status quo, though disastrous for Syrian civilians, was accepted by
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all. The diplomatic momentum created by the earthquake will make this difficult
to maintain.

Beyond sending humanitarian aid and tweaking sanctions to allow some financial
transactions, the US is unlikely to envisage a wholesale change of policy towards
Syria. A state department spokesman told me that “now is not the time for the
regime to leverage natural disaster to their benefit”. But this is precisely what
Damascus is doing — alongside its allies Russia and Iran — and the US should not
simply cede the ground.

Before the earthquake, Assad’s grip over the territory under his control looked
untenable, with the economy collapsing, day-long power cuts and Iran doubling
the price of its oil supplies to Syria and demanding prior payment. Now, Assad
looks set to benefit directly from international aid destined to Syrians. Repeated
investigations have shown that regime officials, including some under sanctions,
siphon off aid. The government skims funds by manipulating the exchange rate.
Assad is also positioning himself as a solution to the wicked problems he has
created — by making the minor concession of allowing aid to enter rebel-held
north-western Syria through more than one border crossing, for three months.
Russia has repeatedly vetoed UN resolutions to expand aid delivery to the north-
west. Assad will now expect a reward.

In 1990, when George HW Bush built his coalition against Saddam Hussein to
liberate Kuwait, he was eager for Arab participation, and Syria got on board. The
unspoken, unwritten quid pro quo was that Hafez al-Assad would gain full control
of nearby Lebanon, 15 years into a bloody civil war in which Syria was also an
actor. After Kuwait was liberated, Bush declared a new world order. The US
extracted further concessions from Damascus such as help with the release of
American hostages still held in Lebanon. At the time, it looked like a good deal.
But the Lebanese paid the price, living under a 15-year Syrian occupation that
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entrenched corruption, sectarianism and the stranglehold of Hizbollah. It has now
all come crashing down in a spectacular way.

The UAE and Jordan are among those arguing that ostracising Assad for 12 years
has led nowhere. They are not wrong. But with more than a half million dead,
millions displaced and fleeing abroad, and thousands still missing in Assad’s
dungeons, there is no return to the way things were. The price to be exacted from
Assad should be high, verifiable, and any concessions to him reversible. Syrians
should neither be forgotten nor offered as a sacrifice in hasty compromises
because the region and the west have been worn out by his intransigence.

+» Saudi Arabia seeks place on tourist map with ambitious foreign
visitor push - Financial Times - 1/02/2023

For centuries, Muslims believed the rock-cut tombs of Hegra were the ruins of an
ancient civilisation cursed by God for its hubris. Unless they bowed their heads
and wept, tradition said, visitors might meet the same fate.

The Unesco site, and nearby AlUla, where visitors can stay in luxury chalets
nestled between the cliffs, are among the crown jewels of an ambitious project to
turn the kingdom better known for oil and its strict adherence to conservative
Islam into a tourist and entertainment hub.

Saudi Arabia wants to lure 100mn visitors annually by the end of the decade. It
already welcomes millions of people to the Muslim pilgrim sites of Mecca and
Medina, and saw a surge in domestic tourism during the pandemic, when those
who typically travelled abroad spent their vacations at home.
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But the country has never been on the list of traditional tourism destinations. And
despite its ambitions, questions remain about whether the deeply conservative
kingdom, where alcohol is forbidden and unmarried couples theoretically face
prosecution, can compete with the party vibe of Dubai or the mix of beaches and
history found in Egypt.

“Saudi Arabia’s tourism ambitions have a lot to work with, but there’s still a lot of
work to do,” said Robert Mogielnicki, a political economist and senior non-
resident fellow with the Arab Gulf States Institute in Washington.

The tourism drive is part of Saudi Arabia’s efforts to diversify its economy away
from oil revenues. It has coincided with social reforms that have allowed women
to drive, introduced mixed-gender events such as concerts and curbed the role of
the country’s religious police.

Planned projects include a luxury complex spanning more than 20 Red Sea islands,
with a soft launch set for later this year. Saudi Arabia also describes its planned
Neom development as “the world’s most ambitious tourism project”.

In the capital Riyadh, the Al-Diriyah Gate project has been built on the site where
the ruling al-Saud family conquered and united the country. The project, which
the government claims will become “one of the world’s great gathering places”,
includes a Unesco heritage site, hotels and fine dining restaurants. Much of the
work on the various projects is being financed by the kingdom’s $600bn Public
Investment Fund.

54



“The tourism ambitions are attached to these big projects,” Mogielnicki said,
adding that turning them into reality was “going to be the most difficult hill to
climb”. Of the challenges the Saudis faced, he added: “Not only is the goal to
bring in lots of people, but then you have the feasibility of the projects
themselves and the infrastructure.”

Tourism minister Ahmed Al-Khateeb said the aim was to lift the sector’s
contribution to gross domestic product from 3 per cent to 10 per cent by 2030,
and for tourism to provide one in 10 jobs in the country. “Which means we need
to create 1mn jobs in 10 years,” he told the Financial Times.

As part of this, incentives are being offered to airlines while visas, previously
difficult to obtain, are electronically available for nationals from almost 50
countries, including the US and UK. Anticipating the new arrivals, Al-Khateeb’s
ministry is training 100,000 Saudis a year to serve in the sector, some at culinary
and hospitality schools abroad.

Advertisements for the projects flood social media, and the country has invited
influencers to promote them. Yet attracting visitors will be far from
straightforward.

Saudi Arabia’s image has been tarnished, particularly in the west, by its reputation
for human rights abuses, with convicted prisoners executed and long sentences
handed down to Saudis who criticised the authorities. At least 147 people were
executed in the country last year, according to Reprieve, a human rights group.
Some visiting Instagrammers have been criticised on social media for ignoring the
problems.
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Privately, Saudi officials are under no illusion that they can compete with Dubai or
Egypt any time soon. Their hope is that the Red Sea resorts can initially attract
Saudis who usually vacation abroad and visitors from other Gulf countries.

Saudi Arabia recorded 67mn visitors, including domestic and religious tourists, in
2021, according to official figures. Kuwait, India, Egypt, Pakistan, Qatar and
Bahrain were their main countries of origin, and one tourism official
acknowledged that it would be a while before western or East Asian tourists
showed interest in significant numbers.

One problem the authorities face is the absence of alcohol. Rumours have been
rife for years that resorts and special economic zones would one day permit
alcohol but the topic remains hugely controversial in the birthplace of Islam.

Officials privately concede it will eventually happen, quietly and discreetly, just as
the authorities have turned a blind eye to the drinking of alcohol in gated
compounds populated by westerners.

A “don’t ask, don’t tell” approach has been adopted for tourist couples who
legally should be married to share a room. The government has also moved to
criminalise “damaging the reputation of the tourism industry” in an effort to
discourage critics from posting pictures of bikini-clad sunbathers that would likely
enrage conservatives.

Another issue is that, while Saudi Arabia has high-end hotels, the wider tourism
infrastructure is lacking. Moving around Riyadh, where there is no metro system
and taxis are few and notoriously fickle, can be frustrating. The government has
vowed to develop both the infrastructure and labour market to service tourists.
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For now, the small numbers of western tourists who do make their way to Saudi
Arabia are usually the more adventurous types. Filippo Amone, an Italian
economist visiting the ruins of AlUla with his girlfriend, said they had found the
site on the internet and decided to see it for themselves.

“We’re the kind of couple who prefer to visit places where we find new things and
learn,” he said.

+» Egypt’s economic woe spreads across all classes - Financial Times -
16/2/2023

Outside the Cairo bicycle shop where he works as a mechanic, Ahmed bemoaned
soaring prices and the absence of customers in Egypt’s crisis-hit economy.

“People have stopped buying and there isn’t as much repair work,” said the father
of three teenagers, who did not want to give his surname. “So we’re buying less
meat — it’s once or twice a month at most,” he said, adding that his modest
wages had failed to keep up with the surging cost of basic goods.

“Look at the price of eggs. If | gave each child an egg for breakfast, how much
would that cost?”

After three devaluations in 2022, the Central Bank of Egypt floated the pound in
January to meet an IMF condition for a S3bn loan, the country’s fourth bailout
from the fund since 2016. The move, coupled with a foreign currency crunch
causing shortages in imported goods, has sent inflation soaring and imposed even
greater hardship on millions of poor families.

The Egyptian pound has halved in value against the dollar, falling from E£15.8 to
the US currency in March 2022 to E£30.5 this week. Annual urban inflation stood
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at 25.8 per cent in January, its highest level in five years. Annual food price
inflation in urban areas soared 48 per cent in January.

The dollar shortage was partly sparked by Russia’s full-scale invasion of Ukraine,
which led portfolio investors to pull $20bn from the country. This has eased
slightly as a result of the devaluation but the cost of living crisis is affecting
Egyptians of all classes and not just the poor such as Ahmed.

Inji, a homeopath living in an upscale part of Cairo who also did not give her
surname, tries to avoid visiting the dentist to save money and instead waits for
her toothache to recede.

“If 1 go, I'll have to pay for an X-ray and E£400 for the journey there and back,”
she said. “Now | calculate every trip | make.”

For Egyptians this is a grim reminder of the 2016 devaluation that accompanied a
$12bn IMF loan package. Inflation soared to 30 per cent and millions were driven
into poverty. Seven years later, 60 per cent of Egypt’s 105mn population can be
classified as poor or vulnerable, according to the World Bank.

The ramifications of the Ukraine war exposed the weakness of the country’s
economic model since the 2016 agreement, analysts said. Inflows of “hot money”
from investors attracted by one of the highest interest rates in the world into
short-term debt ensured that foreign currency was readily available.

But the exit of those funds has created a currency crisis in a country that is heavily
dependent on imports of food and other goods.

Despite international praise for reforms that were part of the IMF deal, such as
cuts in energy subsidies, Egypt’s private sector has stagnated while the
government poured billions into infrastructure projects, usually overseen by the
military.

Some of these ventures were needed but others were criticised as vanity projects,
such as the building of a new capital outside Cairo. Businesses have argued that
the expanding role of the military in the economy had spooked private and
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foreign investments wary of competing with the country’s most powerful
institution.

Under its latest agreement with the IMF, Cairo will implement reforms to boost
private sector participation. A state-ownership policy endorsed by President
Abdel Fattah al-Sisi defines the sectors that are not considered strategic, from
which the state has undertaken to withdraw. The government last week
announced plans to offer stakes in dozens of state companies for privatisation.

The IMF has also demanded greater transparency and regular reporting of the
finances and tax payments of state and military enterprises.

Sisi said this month that military-owned companies paid tax and utility bills and
did not compete unfairly with the private sector. He also repeated an earlier
assertion that all could be opened up for private sector participation.

“We’ve argued for some time that a crucial step to unlocking faster productivity
growth and higher economic growth in the long run will be to reduce the
footprint of both the state and the military in the economy,” said James
Swanston, an economist at Capital Economics, a London-based consultancy.

“This will allow for greater competition and entice foreign investors into Egypt,
which should allow for a transfer of technology and knowledge to boost economic
growth over a longer horizon.”

In the short-term, however, inflation is expected to increase further, to “peak at
around 26 to 27 per cent year on year as the impact of earlier falls in the pound
continues to push up non-food inflation”, he added.

The government has postponed electricity price increases and expanded social
protection programmes to cover almost a quarter of the population to mitigate
the effects of inflation.

But Egyptians already battered by high prices fear they will face even steeper
inflation. “All prices have increased but incomes have not,” said Robert Botros, a
family therapist, who added that clients were cutting down on visits to save
money.
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His children’s school fees have jumped 50 per cent since the start of the school
year in September, and the family has stopped going to fast-food restaurants to

rein in their expenses.

“I’'m now worried they’ll increase fuel prices, which will increase the cost of
everything, starting with fruit and vegetables,” Botros said. “| don’t see anything

to make me feel reassured.”
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