
Cambridge University Press & Assessment
978-1-009-25772-5 — Black Markets and Militants
Khalid Mustafa Medani 
Excerpt
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Introduction

Black Markets, Militants, and Clans: Informal

Networks, Islamism, and the Politics of Identity

The emergence, and proliferation, of Islamist militant organizations,

ranging from the Islamic State of Iraq and Syria (ISIS) and Al-Shabbaab

in Somalia, to Boko Haram in Nigeria and other parts of West Africa, has

once again demonstrated that political Islam is an important global

political issue. It has also highlighted a number of challenging, but

increasingly crucial analytical questions: How popular a force is militant

Islam, and how is it distinguishable frommore conservative andmoderate

forms of Islamist activism?Does the rise of Islamist militancy across many

regions of the Muslim world represent a “clash of civilizations,” or is its

emergence a result of locally embedded, but globally linked, economic

and social forces? And, finally, given the considerable diversity of socio-

economic formations within Muslim societies when, and under what

conditions, do religious rather than ethnic cleavages serve as the most

salient source of political identification?

Many arguments advanced in the context of the emergence of Islamist

militant organizations across the globe have sought to answer these ques-

tions by invoking the economic underdevelopment of the Muslim world.

The increasing permeability of state borders has transformed some eco-

nomic grievances in the Muslim world into mistrust of Westernization

and modern capitalism.1 And it is this hostility that has also brought

about the emergence of Islamic banking, the expansion of Islamic charit-

able associations, and the use of informal banking systems, or hawwalat.

These financial systems are used by Islamists not only to finance terrorist

operations, but also to pursue a strict campaign of economic and “moral”

separatism.2 In contrast, other analysts continue to downplay the long-

term threat of Islamist militancy. They contend that, by and large, most

Muslims are supportive of global markets, technological innovation, and

capitalism in general.3

These interpretations capture important general truths about some of

the causes and consequences of militant Islam. However, it would also be

futile to address this challenge without understanding the locally specific

social, economic, and political factors that help to sustain these move-

ments. Black Markets and Militants sheds light on these issues by
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examining the economic and political conditions that have led to the rise

of different forms of mobilization and recruitment of Islamist conserva-

tive and militant activists in three predominantly Muslim countries:

Egypt, Sudan, and Somalia.

To understand the socioeconomic conditions under which recruitment

into Islamist militant organizations occurs, it is imperative to understand

when and under what conditions religious rather than other forms of

identity become politically salient in the context of changing local condi-

tions. This study centers on the current debate about the role that social

and economic conditions play in giving rise to Islamist militancy and

recruitment within the context of globalization.4 However, instead of

emphasizing aspects of Islamic doctrine, pan-Islamist ideology, the

impact of US foreign policy, or formal political and economic linkages

with nation-states,5 I focus on the informal institutional arrangements

that have resulted in the organization of Islamist conservative andmilitant

organizations as well as ethnic-based political coalitions at the level of the

community in three comparable countries.

Drawing on the results of over two decades of field research this work

focuses on the informal market mechanisms that, under the exigencies of

declining state capacity and state repression, have given rise to new forms

of Islamist politics. To examine the ways in which different types of

informal institutions serve to finance and organize Islamist militancy

within the context of “weak” states, I explore the expansion of hawwalat,

unregulated Islamic welfare associations, and the role of the Ahali, or

private, Mosque in providing a conducive environment for the recruit-

ment of youngmilitants. The ultimate goal of this work is to play amodest

role in enhancing global understanding about the relationship between

political and economic change and Islamist movements generally and to

broaden knowledge about which specific types of informal networks are

(or are not) conducive to the rise of Islamist militancy and recruitment in

particular local contexts.

BlackMarkets andMilitants extends the boundaries of knowledge about

the emergence of Islamist political activism and extremism by deepening

our comparative understanding of the local and regional connections

underpinning the evolution of political Islam. In this regard, I build

upon the influential work of Judith Scheele and other scholars who have

highlighted the crucial role that regional and transnational linkages play in

the evolution of social and political life at the level of the community, and

the ways in which, in the Middle Eastern and African contexts, Islam is

often used to establish law and order even as it is mediated by different

levels of state capacity or state repression.6 I do so by providing an

analytical framework linking knowledge about political Islam with several
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important analytical debates in academic circles, including the literature

onweak and fragile states in developing countries in general, and in Africa

in particular; the varieties and political implications of informal institu-

tions for overall patterns of social change and conflict; and the debate on

terrorist finance and Islamist militant recruitment.

Global and Local Linkages in Islamist Politics

If this study addresses some important themes related to the long-

standing concern among scholars of comparative politics with respect to

the dynamics and evolution of Islamist and ethnic politics in African and

Middle Eastern societies, it also has much to say with respect to the

revived interest among scholars – across the disciplines – in the political

and economic linkages between countries like Egypt, Sudan, and Somalia

and the ArabianGulf. In this respect this study has broader significance in

that it explains the ways in which structurally similar relationships to the

international and regional economy may help to produce very different

political outcomes and generate variable forms of identity-based forms of

collective action in three “most similar” cases. Egypt, Sudan, and Somalia

are all major labor exporters that witnessed a boom in expatriate remit-

tances in the 1970s and early 1980s. By the mid-1980s and into the

1990s, remittances declined dramatically, generating severe recessions

and economic austerity policies. These capital inflows produced similar

macro-institutional responses: in the boom, they circumvented official

financial institutions and had the unintended consequences of undercut-

ting the state’s fiscal and regulatory capacities while simultaneously fuel-

ing the expansion of informal markets in foreign currency trade, land, and

labor. In the prosperous 1970s, these informal markets came to be “regu-

lated” by indigenous Islamic and ethnic networks, which provided cohe-

sion, shared norms, and an economic infrastructure outside the formal

economic and political system. In the economic crisis of the 1980s and

1990s, however, the material links between formal and informal institu-

tions eroded with the result that the nature of Islamist and ethnic politics

transmuted again, producing three outcomes in Sudan, Somalia, and

Egypt: consolidation, disintegration, and fragmentation.

More specifically, and through an in-depth historical analysis of com-

parable informal institutional arrangements, I demonstrate when, and

under what conditions, informal market relations have oriented social

and economic networks around religious networks as in Egypt and

Sudan, or ethnic affiliations as in Somalia. I locate the rise and fall of an

Islamist-authoritarian regime in Sudan, state disintegration in Somalia,

and rising divisions and competition between conservative pro-market
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Islamist groups andmilitant Islamist organizations in Egypt in the way that

informalfinancial and labormarketswere captured by segments of the state

and social groups. The divergent political outcomes in Somalia, Egypt, and

the Sudan reflect – as I show in detail – the results of prior political conflicts

between state elites and actors in civil society over the monopolization and

social regulation (i.e., the creation) of different types of informal markets.

My central argument is that the form identity politics evolved in the three

cases was greatly dependent on whether Islamist or kinship groups were

successful in establishing a monopoly over informal markets and relatively

more proficient in utilizing their newly formed political coalition to control

competition, albeit through highly coercive and violent means.

Labor Remittances and Islamist and Ethnic Politics

The larger comparative framework of Black Markets and Militants

illuminates some pertinent issues related to the relationship between

economic globalization, domestic political outcomes, and identity-

based forms of collective action. In less-developed countries remit-

tance inflows have a number of indirect impacts on local-level politics

and the domestic economy.7 First, the internationalization of eco-

nomic transactions in the form of labor remittances (as a percentage

of imports) often coincides with the expansion of the informal finan-

cial sector and informal employment.8 Moreover, the vagaries of

world market shocks, the boom and bust cycles, disproportionately

impact domestic financial markets in the case of the labor exporters.

Black markets for foreign currency, which operate on a relatively free

market basis, open up the domestic financial markets to international

forces.9 Second, in the context of weak states, increased economic

globalization often leads to political conflict over trade and exchange

rate policies that in many instances engender, in civil society, mobil-

ization along regional, religious, and ethnic lines. As a consequence,

state elites may meet these challenges with brutal reprisals and dev-

astating human rights violations against groups in civil society. Third,

the political power of capital, in relation to labor and the state,

increases with internationalization, depending on the specific charac-

ter of the informal economy. That is, whether the type of capital

accumulation that results in its expansion accrues to formal state

institutions or to private groups in civil society. Finally, the global-

ization of markets may either undermine state autonomy and the

efficacy of its macroeconomic policies or strengthen its hand in

terms of resource extraction and distribution.
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Indeed, in Sudan, labor remittances from the 1970s until the late 1980s

represented not only the most important source of foreign exchange for

millions of Sudanese, they also posed a particularly significant threat for

a new Islamist regime that sought to corner the market on these lucrative

transfers. That most of these remitted funds bypassed official state chan-

nels and were essentially delivered directly to individuals and families

meant that they had the potential of financing not only economic liveli-

hoods but also altering state-society relations in crucial ways. Specifically,

the role of informally channeled labor remittances had the potential of

serving as key financing mechanisms of recruitment to groups working in

opposition to the state. The newly ensconced Islamist-military junta led

by Omer Bashir was particularly wary of this type of opposition and of the

potential for the underground informal economy to provide a necessary

financial base to the newly mobilized opposition. Moreover, because

Bashir and the Islamist leaders inherited a heavily bankrupt and indebted

state, they were keen to monopolize as many of these lucrative informal

financial transfers as possible in order to strengthen their economic and

political control of the country. The Islamists unprecedented violent

crack-down on the black market, including numerous executions of

people found guilty of economic treason, was also based on the fact that

the Islamists of Sudan had themselves monopolized informal currency

trade to build a strong financial base for their movement, recruit follow-

ers, and eventually capture the levers of state power. Their attack against

the informal economy reflected personal experience.

In Somalia, as in Sudan, labor remittances have played a very import-

ant role, but the political consequence of these capital inflows resulted in

a different political outcome. Here remittances and their transfer through

informal hawwalat banking systems have played a major role in both the

disintegration of the state and the financing of clan-based militias. Given

the particular weak level of state capacity in Somalia and a distinct social

structure wherein clan ties have served as the most important social

institution in political and social life, informal financial transfers actually

strengthened clan ties and helped to financemilitias that were responsible

for ousting the dictator Siad Barre. Moreover, following the collapse of

the state, informal financial flows continue to ferment interclan conflict.

Egypt represents yet another comparative case wherein the oil boom

in the Arab Gulf engendered a boom in labor remittance inflows of

dramatic proportions. Like Sudan and Somalia, Egypt has long been

a labor-exporting country and it counts the inflow of capital from

migrant remittances as the most important source of foreign exchange.

In the 1970s and 1980s Egypt followed a political economic trajectory

similar to both Sudan and Somalia. Egypt was flush with remittances
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during the oil boom and much of this was funneled informally via black

markets, bypassing the state and central banks. In many respects, this

was considered a financial boom for the Islamist movement that took

the opportunity to finance a host of businesses, social welfare associ-

ations, and money-changing institutions to support their movement and

recruit followers. But the remittance boom also engendered an expan-

sion of the country’s money supply that altered the very nature of

Egypt’s informal economy. Specifically, remittances resulted in

a boom of another sort centered on the rise and expansion of informal

housing outside greater Cairo. Far from negligible, these informal

settlements house millions of Cairo’s denizens and it is here that, in

the 1990s, Cairo saw the rise in popularity of militant Islamism at the

very heart of the capital.

The Politics of Informal Markets

This book thus examines the influence of labor remittance (i.e., infor-

mal commercial networks) in the evolution of Islamist and ethnic

politics in Egypt, Sudan, and Somalia. This is not to neglect the

importance of ideological and cultural factors as alternative explan-

ations, but rather to explicate causal factors more precisely by highlight-

ing the role of the informal, or more specifically the parallel, economy

both as a measure of the diminished role of the state and as an arena

through which domestic and international economies interact. This is

because, while the literature on informal institutions has set the stage

for dethroning the state as the primary unit of analysis, rarely have these

studies advanced a truly political analysis of the informal realm that

relates it to concrete patterns of state formation, state dissolution,

democratization, and social mobilization in Africa and the Middle

East.10 Fewer still have attempted to posit a linkage between informal

financial markets and the global economy. More specifically, the

important linkage between external capital flows and the informal mar-

ket has not been analyzed sufficiently, with the result that its role in

domestic political outcomes has been obscured.
11

As Scott Radnitz

noted in an important review of the literature on informality, despite

important advances in the field, further research is required that takes

seriously the role of informal institutions in political outcomes across

difference cases, regime types, and levels of development.12 My com-

parative analysis of informality in Egypt, Sudan, and Somalia addresses

some of these important concerns, and it goes further by focusing on

the role of informal networks in the emergence of identity-based forms

of collection.
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A Typology of the “Hidden” Economy

Most work on informal markets in particular has remained largely

descriptive as a by-product of the treatment of the state and the market

as reified entities. Scholars concerned with the disrupting effects of state

intervention focus on interventionist policies, while others inspired by the

neutrality of the market are concerned primarily with barriers to market

entry.13 Both views neglect the fact that there exists a plurality of state-

society relations that structure markets within and across societies. Even

those scholars who recognize the intimate link between the state and

a particular type of informal market rarely recognize that the latter may

function in close social proximity to other parallel, illicit, criminal, or

otherwise unofficial markets. In the case of Somalia, for example, the

expansion of the parallel market fueled a different type of informal market

centered on livestock trade, which in turn facilitated the creation of an

informal urban sector. Comprised primarily of family firms, the latter was

thus not only dependent on remittance flows; it was forced to struggle to

create a social structure to control competition and pricing behavior.

That this development centered on extant clan structures in Somalia

was due more to the newness of these informal firms and the absence of

alternative financial institutions, rather than age-old emotional rivalries.

Similarly, the relative success of the Islamists in Egypt and Sudan was in

large part due to the Islamists’ monopolization of black-market transac-

tions that negotiated an intimate link with official financial markets.

Despite the fact that they represented a relatively small group, this strat-

egy enabled the Islamist elite to establish a monopoly over informal

finance and credit creating and utilizing their political coalition to control

competition.14

Not only is it important to distinguish between the various analytical

definitions of the hidden economy, it is equally important to treat these

fragmented markets in a dynamic fashion. That is, how – and to what

extent – are they created, in what manner are they related to state strength

and local social structures, and finally on what state-initiated policies do

their fortunes depend? For the parallel sector defined as highly organized

foreign currency transactions, often denominated by dollars, situating

these exchanges within the international as well as national economic

context is analytically crucial.

In this respect it is important to differentiate between the official and

this second, or hidden, economy and distinguish the various economic

activities that can be observed within the latter category (see Figure I.1).

Labor remittances accrue directly to millions back home, through infor-

mal, decentralized, and unregulated banking systems that are often, but
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not always, in contest with the state. As a consequence, one can expect

that this type of external capital inflow has in most cases resulted in the

rise of strong, autonomous private sectors and altered the socioeconomic

landscape in a dramatic fashion.

The link between the expansion and political influence of the parallel

market in Egypt, Sudan, and Somalia is critically tied to Gulf economies

and consequently highly vulnerable to the vagaries of external economic

shocks. The flexibility, efficacy, and the effects of the parallel market as

linked to international boom and bust cycles and its relationship with the

state have played an important role in political developments and, I argue,

the emergence of different religious- and ethnic-based forms of collective

action.

Informal Networks, Islamism, and the Politics of Identity

The question of when, and for what reasons, religious rather than ethnic

cleavages serve as the most salient source of political mobilization in

predominantly Muslim societies is more urgent than ever following the

Official Economy
Activities whose product is

reflected in national accounts:

public/private sector, official

banks

Parallel Markets in Egypt,

Sudan and Somalia
Labor remittances, hawwalat 

informal banks, unregulated 

Islamic banks

Informal Markets 
Informal labor, 
informal unions, 
informal housing, 
Islamic welfare 
associations, barter 
transactions, small 
scale industry

Illicit Economy
Activities deemed

illegal under any

regime: hoarding, tax

evasion, smuggling,

drug trafficking,

hostage taking,

paramilitaries

Figure I.1 A typology of informal markets
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proliferation of a wide range of Islamist extremist groups and organiza-

tions in theMiddle East and Africa. After all, the vast majority ofMuslims

interact without recourse to violence or militancy. Nevertheless, many

noted scholars studying the rise of Islamist movements have persuasively

pointed out the crucial role Islamic informal institutions play in promot-

ing alternatives to formal political and economic institutions.15

However, even withinMuslim societies the great bulk of the population

is more likely to identify with different forms of Islam like Sufi or popular

Islam as opposed to the conservative or extremist variety. Moreover, it is

by no means evident that individuals and social groups in Muslim soci-

eties perceive “Islam” as the most significant form of political identifica-

tion over that of family, clan, or ethnic group. This is especially true in the

multiethnic societies of Muslim African countries, which until recently

have been neglected in the analysis of Islamist movements. In fact, the

scholarship on Africa suggests that the link between informal networks

and the politicization of Islamist identity remains an open, empirical

question since in the context of state failure and repression local actors

tend to diversify their social networks to include both kinship and reli-

gious networks in order to consolidate efforts at income generation.16

In fact, while a large body of work on informal networks has highlighted

their role in promoting a shared sense of cultural cohesion that can

produce economic efficiency, many scholars have highlighted the “down-

side” of social networks.17 These scholars argue that, while social net-

works can provide an informal framework for greater economic efficiency

and the provision of social services in lieu of the state, they can also

operate as mechanisms of corruption and even promote clandestine

networks, and protection rackets.18 Indeed, informal networks can be

enlisted to support clandestine and militant activities. Moreover, since

informal networks are often designed to further the material and ideo-

logical interests of individuals and groups, many who participate in an

informal network know and trust each other, and these networks can be

easily captured by the state or exploited for the purposes of more extrem-

ist resistance to state institutions.19 Consequently, rather than assuming

a functionalist understanding of “social networks,” this book contributes

to this debate by advancing an empirically researched comparative

approach that distinguishes between various forms of informal networks

and recognizes the ways in which they can form the bases for mobilization

and recruitment into Islamist moderate and militant organizations, clan-

led militias, and even pro-democracy social forces through the rearticula-

tion of Islamic norms and practice.

This study also breaks with two common explanations of the causes of

Islamist militant and terrorist recruitment. The first is largely an

Black Markets, Militants, and Clans 11

www.cambridge.org/9781009257725
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-25772-5 — Black Markets and Militants
Khalid Mustafa Medani 
Excerpt
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

economic-centered literature that often downplays the role of Islamic

norms in contemporary militancy.
20

The second is the body of work

that emphasizes the militant theology of certain aspects of Islamist intel-

lectual traditions to the exclusion of socioeconomic and context-specific

factors.21 Black Markets and Militants brings some very important new

insights to this debate with respect to the question of why Islamist mili-

tants are successful in recruitment that highlight both normative and

economic factors. First, from the perspective of their recruits, militant

leaders often choose violence in order to improve the lot of their institu-

tions and constituents by resisting state repression and gaining social and

economic advancement. Second, the militants’ dissemination and

enforcement of stringent Islamist norms is based on their own knowledge

of the very specific needs of local residents, many of whom are undergoing

severe social and economic crisis. Third, it is important to note that while

militants may often enjoy a comparative advantage in certain forms of

organized violence, their relative “efficiency” in this regard is context

specific. That is, Islamist militants almost always come into conflict

with other forms of authority including traditional clan and religious

leaders (e.g., sectarian) and communities.

Finally, and perhaps most importantly, social and economic factors

underpin the process of recruitment in both conservative and extremist

organizations. Though conventional scholarship routinely dismisses pov-

erty and other economic and social factors in the analysis of the roots of

extremism,22 I depart strongly from this line of argument. In Egypt the

patterns of socioeconomic inequality – social exclusion, economic inse-

curity, and marginality – are key factors in fostering recruitment.
23

To be

sure, the leaders of many of these organizations represent the better

educated middle class.24 However, what is often neglected in this obser-

vation is the fact that rank and file members are often younger and far less

educated than those in leadership positions. Moreover, the potential pool

of recruits more often than not hails from the ranks of the unemployed

and underemployed. In this respect, they also represent a segment of the

population that is the most vulnerable to socioeconomic crises and eco-

nomic downturns. Understanding the content of local grievances enables

us to gage not only who gets recruited, but also who is susceptible to

recruitment in the future.

Understanding Islamist Activism: Distinguishing

Islamism from “Terrorism”

A key problematic ofmuch of the scholarship on violent extremism,much

of it generated after the events of 9/11, is that it focuses on militancy or
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