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Introduction
“But it is possible that ye dislike a thing which is good for you” - A verse from the Holy Quran.
I do not disagree with your opinion about the evils of economic recession, nor do I advocate it.  It is not logical to allege that everything in a recession is a blessing, but I would also say that even in mishaps/misfortunes, there are blessings.  This is in the wisdom of the Creator and despite the presence of disadvantages in a recession; this is not the subject of my research.  Therefore, my not mentioning these does not negate their existence.
Further, I am not an economist and I hope you do not judge me with standards inapplicable to myself.  I am an accountant in terms of legal training and experience.  I discuss today’s topic in my capacity as an ordinary man living the problem and not as an expert, so please forgive me in advance if I err in analysis or conclusion.  I am not one who claims expertise in a field outside my own, but I have learnt through my daily activities that there are two sides, at least, to every story, if not more.  Accordingly, I’ve become accustomed not to ignore the bright side.

I will address three major themes:
First, economic recession in general.

Second, economic recession related to the Arab region.
Third, the benefits of economic recession.

At the end of my talk, I’ll be ready to answer your questions and benefit from your comments, asking for your patience if I’m not absolutely successful in conveying my message.   Suffice it to say that the following statement from the Prophet Mohammed –may peace be upon him - gives me comfort: “He who tries yet fails is blessed, and he who tries and succeeds is blessed twice.”

Economic Recession

It is probably impossible to read any newspaper in the world without noting a major headline talking about the problems of an economic recession.  This is because there is rarely a place in the world which has not suffered –at one time or another- from a drop in growth rates, and figures published show that estimates of the gross national product of fifty-one industrial and less-developed  countries, were steady during 1982.  This occurred after two years during which the growth rate was weak, and was within 1 to 1.5%.  International trade has slowed considerably during the last three years, as a reflection of the conditions of recession in global demand.  This recession reached an unenviable state, particularly in the countries of the Organization for Economic Cooperation and Development (OECD), as escalated levels of unemployment reached about 33 million people through 1983.

The bankruptcy of companies in the industrial world has reached a staggering point, both for the financial and non-financial sectors.  Also, the pressures on the economies of the least developed countries reached an unsustainable level, leading many of them to the brink of collapse.  Other countries are awaiting debt rescheduling processes due to their inability to even pay the accumulated interest on their loans.  The best example of this is Brazil, whose debt has amounted to 100 billion dollars or more.

More signs that point to a global recession are the sudden deterioration in commodity prices.  The prices of most metals at the end of 1983 were at less than half of the level they were in 1980, which is actually lower than the prices that prevailed during the 1930s.  These circumstances have caused a sharp erosion in the economic development of the major exporting countries, and a breach of cash flow for those exporting countries. 
Some quarters have linked the recession to the oil crises that occurred during the 1970s. The proponents of this theory claim that high oil prices had led to a recession in the industrialized Western countries.  However, a closer look indicates the opposite, and that many of the current economic problems can be traced back to underlying trends and structural weaknesses in the industrial countries themselves, in addition to other mistakes that contributed to the current economic malaise.  And this cannot exonerate any part of the world from the kind of miscalculation or poor planning which emanated from it.  Yet, this realization came too late. 
The United States had witnessed in the second half of the 1970s, several factors that led to a recession, with outstanding and rising inflation prevalent, and many people jumping onto the real estate market bandwagon which doubled the value of many investments in less than one year.  What made the problem even worse was the increasing monetary growth and the drop in interest rates, a depreciated US dollar value to a large extent, and the failure of the industrial sector -in the auto and steel industries for example- in the face of increased foreign competition.  Converging with this failure were high energy costs needed to continue production, which eventually led to the increasing domestic debt. 
However, the United States was not the only one suffering from problems, as Western Europe also became inflexible in the early 1970s, which led to devastating consequences at the end of the decade.  Socialist tendencies swept the continent as a result of a generation demanding individual benefits and greater prosperity throughout Europe.  A close relationship emerged between wages and prices which led to restrictions on the labor market.  The development of the social security system led to an imbalance between the public and private sectors.  Thus, industry was unable to restructure itself to reduce dependence on the human and energy factors, and direct itself towards technology and automation, because of the growing strength of the (labor) unions.  Also, the huge subsidies for agriculture led to the depletion of the budget of the European Economic Community, hence the collapse of the talks between ministers of the European Economic Community in resolving this important issue.  Finally, the great burden resulting from this hindrance limited the ability of governments in economic maneuvering. 
As for the Japanese economy, its position was better due to the nature of its infrastructure in general, and its internal self-auditing.  Government policy converged with corporate practices, which led to the preservation of a low level of inflation during the 1970s.  The requests to increase wages were in response to labor market conditions, as companies invested heavily in energy-saving equipment and manpower, due to government tax incentives. 
As for the least developed countries (LDCs), they were hit by a severe recession, as foreign loans increased sharply for those nations during the years 1974-1980.  As for oil exporting countries that were less developed, increased funding enabled them to develop their economies at rates that were unprecedented even during 1974-1975, when the industrialized countries were experiencing recession. 
The borrowing levels varied greatly.  On one hand, there was Latin America and the largest borrowers represented by Brazil and Argentina, who had an enormous debt, whereas on the other hand, there was the Far East, which maintained a repayable level of debt.  The credit applications were balanced with current-account surpluses of the Organization of Petroleum Exporting Countries (OPEC), which facilitated the process of recycling surplus funds. 
However, the noticeable factor in the current global recession is the sharp deterioration of the economies of the least developed countries, which had witnessed extraordinary and sustained growth in the period following the war and during the 1980s.  That growth had actually created a false sense of security among many who believed that the least developed countries had some kind of immunity against recession and that their high level of growth would continue endlessly. 
Some businessmen/women and economists have described the current stage as being similar to a period of growth during the seven years that followed the war.  In their view, the years 1969-1977 were the last stages of an economic downturn. 
Some like to link the many reasons behind the recession to the governments’ actions of squeezing public expenditure budgets, which many activities are dependent on, to a large extent.  This, however, does not shed light on all the dimensions of the issue.
Economic Recession in the Arab Region

The effects of the recession that prevailed throughout the industrialized nations were reflected on the economies of the Arab region, or as they say: “If the US sneezes, the whole world gets a cold”. 
One of its first results was an increase in interest rates and thus the sensitive sectors, such as automobiles and housing, suffered from a sharp decline.  The high interest rates led to a rise in borrowing costs.  The decline aforementioned was accompanied by decreased spending on factories and equipment in the industrialized nations, which consequently led to a decline in import requirements.  As a result of a decline in demand for consumer goods and investment in the industrialized economies, there was deterioration in the consumption of industrial raw materials imported from lesser developed countries. Therefore, in addition to the increase in interest rates, this led to the declining prices of primary products, including oil prices. 
As a result of the recession in the industrialized countries, there was a reduced demand for oil, leading to a drop in prices.  This in turn created financial difficulties that the petroleum exporting countries suffered –and still suffer- from.  These states have become greatly accustomed to depend heavily on the growth of oil revenues, and nations with dense populations that apply generous social service systems were greatly hurt due to their initial expectation of oil revenue growth for the winter in 1981-1982.  Fortunately, it did not deteriorate further last year even though that was expected.  Therefore, the firm position taken by the OPEC countries on the establishment of a ceiling for the production of each state helped stabilize prices.
Arab countries -which are among the least developed countries- have witnessed a continuing phase of growth at the outset, as most of their economies in the 1970s entered a phase of economic recovery, as businessmen/women could not at first keep up with the constant demands.  Yet, a shift occurred during the 1980s, where the high interest rates cycle and low demand led to their logical results. 
The increasing expenditures allocated for funding the infrastructure and nation’s facilities, in addition to government support policies pursued by the Gulf countries, represent another potential cause of stagnation.  In any case, recession is a relative term.   Plummeting below the rate of 3% is a depression by Western standards.  As for the countries of the region, however, we believe the recession to be a decline in growth rates from 30% in the late 1970s to 5% now.
Benefits of Economic Recession 
The recession is not entirely bad, as it has positive aspects as well, and we’re confident that as we currently are in the process of departing gradually from it, the recession is, at the outset, the beginning of a recovery.  The recession reduces the rate of inflation and makes it more reasonable, as the inflation rate in the industrialized countries dropped from 12% in 1980 to 7.3% in 1982, and remained stable at 5% over the previous few annual quarters.  The reduction in the rate of inflation can be attributed to a decline in commodity prices,  the slowdown in wage rates and procedures to reduce costs and accept lower profit margins, the decline in interest rates, and an increase in productivity as a result of rising unemployment.  During the recession, the level of efficiency, productivity, and depth of management awareness are raised, and these elements also become more responsive to the various methods to reduce overhead and increase productivity. 
When signs showing declining interest rates emerge, it becomes easier for consumers to acquire houses, cars, and other durable goods. 
The basic interest rates (Prime rate) in the United States have dropped from 20% to 12% now, and this was reflected on other industrialized nations. 
It is noted that during a recession, a number of institutions increase their profits and many companies benefit from the opportunities available in this period of recession. 
British Airways, for example, were suffering from a budget deficit in the past two years, but as a result of substantial reductions in costs and improving efficiency, it has become able to achieve respectable profits. 
Also, the cost structure has improved in Europe during the past two years.  There was better use of liquidity, as it was directed towards the productive sectors, and the voluntary disposal of non-profitable establishments took place.  Thus, it has become possible to use the capital from good corporate governance. 
Funding has become more distinct and specific.  Financing long-term projects became subject to close scrutiny in terms of their usefulness, and not in accordance with the personal guarantees of its members or on the basis of unforeseen advantages. Governments have also been forced to adopt corrective actions, and it became necessary to remove the bureaucratic obstacles (bottle necks), which had been overlooked in the prosperous economy.  It is also noted that protection subsidies become reduced, which increases competition and provides better opportunities for the private sector.  Preventive measures adopted by numerous governments are relaxed during periods of recession. 
Therefore, it is expected that trade conditions in the 1990s will be similar to those that prevailed in the 1970s.  Global recession is in the interest of oil producers because it puts less pressure on those scarce resources, and when recovery takes place, a rise in the demand and price can be expected.  So, forecasts indicate that oil prices will rise by 2% annually from 1988 onward. 
Many people in the know actually encourage the existence of a recession, at least secretly if not publicly.  This is because in the conditions of an inflation economy, substantial funds exist such that each individual needs to prove, in a sense, the ability to spend every penny gained.  But a recession can actually provide an outlet where governments can step back and analyze what happened and devise a vision for future plans, away from the pressure caused by the acceleration of an inflated economy.  There is also the opportunity for governments to re-evaluate spending priorities with proper exclusion for what is not necessary. 
If we go back a little, we see that the shock that occurred in the Arab countries was necessary.  Inflation and prices spiraled out of control.  If the same increases continued at the same rate for several years, the business situation would have become much worse than it is now.  Rents, for example, are more realistic today than they were a couple of years ago, and some reports show that rents declined about 50% in some cities. Governments also started to review their internal control systems, reduce excessive consumption, set stricter specifications to contract terms, and re-evaluate unnecessary pay increases. 
They also started to review policies related to the import of labor, and encouraged local contractors to participate in government tenders and made significant efforts to build serious financial & local business cadres. 
Recession also has multiple psychological benefits, as it useful to the exhausted businessman/woman, in alleviating some tension and returning to routine working hours. It is perhaps not surprising therefore, that businesspeople’s familial relationships also improve during a recession.  And although studies do not conclusively link between recession and an increased birth rate, but what happened during the economic recession that followed the war is something worthy of thinking about.  Not surprisingly, with extra time, executives can return to their homes at reasonable times.  Unfortunately, during a recession, one’s spouse may not believe that too much work is a valid excuse for coming home late.

Your doctor would probably advise you to enjoy the recession, as it reduces the risk of heart attack and high blood pressure due to work fatigue, and it gives you time to exercise or practice your favorite hobby.

Philosophically, recessions remind us that there is a limit for everything, and that there is godly wisdom in the universe.  We are lucky to live in a period of recession, because we are aware that prosperity is just around the corner.  But if we were living in a period of prosperity, then our concern would become about the recession that may hit at any time. Thank God for the blessing of recession, because prosperity is coming. 
Thank you for your presence and thank you for your attention.

May peace be upon you and God's mercy and His blessings. 

