




DIRECTORATE-GENERAL FOR EXTERNAL POLICIES 

POLICY DEPARTMENT 

EP/EXPO/B/INTA/2017/03-04 EN 

December 2017 - PE 603.856 © European Union, 2017 

WORKSHOP 

Trade and Economic relations between the 
EU and the GCC countries 

ABSTRACT 

The EU and the six member countries of the GCC have started negotiations for an FTA 
long ago, in 1990, suspended since 2008. Meanwhile, GCC countries, suffering from 
the drop in oil price since mid-2014, have engaged in extremely ambitious economic 
programmes for the diversification of their economies too dependent on 
hydrocarbons. Within the institutional economic dialogue set between the EU and 
the GCC countries, the European Parliament offered its diplomacy to organise this 
workshop in order to bring EU businesses closer to GCC institutional. Academic 
speakers, EU and GCC institutional as much as EU experienced companies praised for 
partnership instead of competition. This workshop opens the door to further 
initiatives of economic diplomacy by the European Parliament. 



Policy Department, Directorate-General for External Policies 
 

 
This paper was requested by the European Parliament's Committee on International Trade.  

English-language manuscript was completed on 6 December 2017. 

Printed in Belgium. 

Authors:  

Oliver CORNOCK, Managing Editor for the Middle East at the Oxford Business Group, UK. 
Dr Jean-François SEZNEC, Professor for the Middle East and Gulf region at Georgetown and SAIS Universities in 
Washington, US. 

Official Responsible: Florence BOUYALA IMBERT 

Editorial Assistant: Jan MUYLDERMANS  

Feedback of all kind is welcome. Please write to: florence.bouyalaimbert@europarl.europa.eu.  

To obtain copies, please send a request to: poldep-expo@europarl.europa.eu  

This paper will be published on the European Parliament's online database, 'Think tank'. 

The content of this document is the sole responsibility of the author and any opinions expressed therein do not necessarily 
represent the official position of the European Parliament. It is addressed to the Members and staff of the EP for their 
parliamentary work. Reproduction and translation for non-commercial purposes are authorised, provided the source is 
acknowledged and the European Parliament is given prior notice and sent a copy. 

ISBN: 978-92-846-2361-7 (pdf) ISBN: 978-92-846-2360-0 (paper)  

doi:10.2861/835509 (pdf)  doi:10.2861/893346 (paper) 

Catalogue number: QA-06-17-424-EN-N (pdf) Catalogue number: QA-06-17-424-EN-C (paper) 

  

 

 

mailto:florence.bouyalaimbert@europarl.europa.eu
mailto:poldep-expo@europarl.europa.eu
http://www.europarl.europa.eu/thinktank/en/home.html


Trade and Economic relations between the EU and the GCC countries 
 

3 

 



Policy Department, Directorate-General for External Policies 
 

4 

Table of contents 

1. Workshop programme 5 

2. Biographies 7 

3. Private sector development in the GCC: Challenges and 
opportunities, by Oliver Cornock 11 

3.1 Summary of presentation 11 

3.1.1 The development model 11 

3.1.2 Options & opportunities for growth 12 

3.1.3 A role for the EU 12 

3.2 Note 13 

3.2.1 The development model 13 

3.2.2 Options for growth 16 

3.2.3 A role for the EU ? 18 

3.3 Presentation 20 

4. Industrialization in the Gulf: Focus on Saudi Arabia, by Jean-
François Seznec 30 

4.1 Summary of presentation 30 

4.1.1 Diversification away from dependence on crude oil and natural 
gas is not a new concept 30 

4.1.2 Successes 30 

4.1.3 Failures 31 

4.1.4 Impact on Gulf Treasuries 31 

4.1.5 Impact on the European Union 32 

4.1.6 Final comments 32 

4.2 Note 33 

4.2.1 Introduction 33 

4.2.2 The Gulf’s Industrial Revolution 33 

4.2.3 Present situation 34 

5. Summary of the speakers’ presentations 41 
 



Trade and Economic relations between the EU and the GCC countries 
 

5 

1. Workshop programme 
 

DIRECTORATE-GENERAL FOR EXTERNAL POLICIES 

POLICY DEPARTMENT 
 

 
 

For the Committee on International Trade (INTA) 

WORKSHOP 

Trade and Economic relations  
between the EU and the GCC countries 

 
Wednesday, 18 October 2017 

Brussels, Altiero Spinelli (ASP) building, room 5G2 
15.00 - 18.30 

 

 
PROGRAMME 

 
 

15.00 Welcome and introductory remarks by 
 

• Tokia Saïfi, MEP, Vice-chair and Standing Rapporteur for the Gulf Cooperation 
Council of the Committee on International Trade (INTA).  

• Abdel Aziz Aluwaisheg, Assistant Secretary-General of the Gulf Cooperation Council. 
• Joost Korte, Deputy Director General, DG Trade, European Commission. 

  
15.20 Panel n° 1: Legal and regulatory framework for business and investment in GCC 

countries  
 

• Introduction and moderation by Arnaldo Abruzzini, Chief Executive Officer of 
EUROCHAMBRES.  
 

• Oliver Cornock, Managing Editor for the Middle East at the Oxford Business Group. 
 

• Gilles Klein, CEO of One Seven.  
• Ziad Al Mahmoud, Director Middle-East, Royal Haskoning.  
• Ewa Synowiec, Adviser to the Director General on Gulf countries, DG Trade.  

 
 

16.10 Q&A / Debate 

 



Policy Department, Directorate-General for External Policies 
 

6 

 

16.40 Panel n°2: Industrial development in the GCC countries: competition or partnership 
with Europe and the United States? 

 

• Introduction by Michèle Alliot-Marie, MEP, Chair of the EP delegation to the Arab 
Peninsula  
 

• Dr Jean-François Seznec, Professor for the Middle East and Gulf region at 
Georgetown and SAIS Universities in Washington. 
 

• Stefano Martini, CEO of Quantum.  
• Rosamaria Gili, Head of Division, European External Action Service (EEAS). 

 
17. 30 Q&A / Debate 
 
18.00 Concluding remarks by Tokia Saïfi, MEP, Vice-chair of the Committee on International 

Trade (INTA)  
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2. Biographies 

Dr. Abdel Aziz Hamad Aluwaisheg, GCC Assistant Secretary-General  

Dr. Abdel Aziz Hamad Aluwaisheg is the GCC Assistant Secretary General for Political and Negotiation 
Affairs. In this capacity, he is responsible for coordination of GCC foreign policy towards regional and 
international issues, as well as managing GCC relations with the rest of the world. He is also responsible 
for GCC trade negotiations, strategic partnerships and dialogue with other countries and blocs. 

Before assuming the post of Assistant Secretary-General in 2011, he served as GCC Director-General for 
International Economic Relations (2009-2011, and Director of Economic Integration, where he worked for 
ten years (1999- 2008) overseeing the GCC economic integration process. Between 2002 and 2011, he 
was also responsible for the establishment of the GCC Common Market, which was launched in 
December 2007. 

Before joining the GCC in 1999, he served as an economist and legal expert at the United Nations in New 
York. In Saudi Arabia, he worked in a number of government departments. He has also served on several, 
high-level national commissions for manpower strategies, unemployment, education reform, and 
strategic cooperation. 

Dr. Aluwaisheg studied law at Columbia University in New York, economics at New York University, and 
political economy at the New University for Social Research, all in New York City. He studied the art of 
negotiation at the Harvard Negotiation Institute, Harvard Law School, in Cambridge, Massachusetts. 

He taught at a number of US and GCC universities, most recently at Georgetown University. 

He has written extensively on economic, political and legal issues in the GCC, Yemen, Lebanon, Syria and 
the region at large. 

He writes weekly on current economic and international affairs: Every Monday, in English, in Arab News 
(Saudi Arabia), and every Tuesday in Arabic, at Al-Watan (Saudi Arabia). He also writes a monthly column 
in the Dubai-based Gulf News. 

Joost Korte, Deputy Director-General in DG Trade, European Commission 

Joost Korte was appointed Deputy Director-General of the European Commission’s Trade Department on 
January 1, 2017. Previously, the Dutch national served as Deputy Director-General in the Agriculture and 
Rural Development Department as well as in the Enlargement Department. Furthermore, Mr. Korte spent 
several years in the Commission’s Secretariat General as Director responsible for the relations with the 
Council of Ministers and gained extensive experience in the Private offices of Sir Leon Brittan, Chris Patten 
and Danuta Hübner. These professional experiences within the European institutions allowed him to 
develop a profound understanding of EU decision-making.  

A lawyer by training, Joost Korte joined the Commission in 1991, following eight years of academic work 
on European law at the Universities of Utrecht and Edinburgh. 
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Biographies, Panel I 

Oliver Cornock, Editor-in-Chief & Managing Editor (Middle East), Oxford Business Group-  

Oliver Cornock has many years experience in high-growth emerging markets having worked in both the 
private and public sectors. From a background in project finance at HSBC Group, he went on to the British 
Ministry of Defence. He joined Oxford Business Group in 2004, became Managing Editor for the Middle 
East in 2006 and was appointed Editor-in-Chief in December 2016. In this capacity, Oliver oversees 
editorial output across all platforms, print and digital. Given his professional and personal specialisation 
in the Middle East, he maintains his role as Managing Editor for the Middle East alongside his position as 
Editor-in-Chief. 

Additionally, Oliver writes a number of weekly columns on developing economies and appears as a 
specialist on BBC, CNN, CNBC and other television and radio stations. He is a regular guest on BBC World’s 
daily Newspaper Review. Oliver undertakes an annual lecture series at British universities on the 
dynamics of growth markets and their relationship with developed economies. In recent years themes of 
these lectures have included the economics of the Arab Spring, global trade patterns, digital disruption 
and sustainability in commodities based emerging markets. 

Oliver has undertaken interviews with many prominent individuals, including an array of heads of state, 
ministers, Central Bankers and captains of industry. He is a familiar face as a speaker and a well-respected 
chairman at conferences and events around the world.  

In recent years Oliver has secured interviews with amongst many others: Ali Al-Naimi, former Saudi 
Arabian Minister of Petroleum & Mineral Resources; Amr Moussa, former Secretary general of the Arab 
League; the late Boutros-Boutros Ghali, former Secretary General of the UN; Maria Angela Holguin, 
Colombian Minister of Foreign Affairs; HRH Duke of York; Richard Armitage, US Senator; the late Lee Kwan 
Yew, former Prime Minister of Singapore; Donald Trump; David Rubenstein, managing Director of Carlyle 
Group; and Sir Stelios Haji Ioannou, founder of EasyJet. 

Oliver holds a Ba. (Hons) degree in Arabic with Middle Eastern & Islamic Studies from Durham University.  

About Oxford Business Group 

Oxford Business Group (OBG) is a global publishing, research and consultancy firm, which publishes 
economic intelligence on the markets of the Latin America, Middle East, Africa and Asia. . Through its 
range of print and online products, OBG offers comprehensive and accurate analysis of 
macroeconomic and sectoral developments, including banking, capital markets, insurance, energy, 
transport, industry and telecoms. The critically acclaimed economic and business reports have 
become the leading source of business intelligence on developing countries in the regions they cover. 
OBG's online economic briefings provide up-to-date in-depth analysis on the issues that matter for 
tens of thousands of subscribers worldwide. OBG's consultancy arm offers tailor-made market 
intelligence and advice to firms currently operating in these markets and those looking to enter them. 
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Ziad Al Mahmoud, Director Transport & Planning, Middle East, Royal Haskoning 

Line manager, project director / manager and Transport, Urban and Infrastructure planner, Ziad Al 
Mahmoud has over 20 years of professional working experience. He has gained professional working 
experience through working on strategic and complex projects, with multi disciplines and diverse 
working environments. He has delivered various complex projects in Saudi Arabia, The Netherlands, 
United Arab Emirates, Bahrain, India, Bulgaria, Libya and China. Since 2010, he has been intensively 
focusing on the Middle East market and in particular the Kingdom of Saudi Arabia, Bahrain and Oman. He 
has gained since then wide experience in the local conditions and standards and managed to build up a 
wide network of client contacts. These factors combined with his technical knowledge, cultural 
background and his strong communication skills are most valued assets. He has studied at Al Fateh 
University, in Libya, and at Delft University of Technology, in The Netherlands. 

Ewa Synowiec, Principal Advisor on GCC at DG Trade 

Principal Advisor at the Directorate General for Trade of the European Commission. Her portfolio covers 
trade relations with Eastern Partnership countries (notably implementation of the DCFTAs with Georgia, 
Moldova and Ukraine) as well as with Iran and Gulf Cooperation Council (GCC) countries. Before (2006-
2010) she worked as Director in charge of public procurement, intellectual property and bilateral trade 
relations with European (non-EU) and Central Asia countries and thereafter as a Director of the European 
Commission Representation in Poland (2010-2015). Before joining the Commission she worked in Polish 
public administration as a Director at the Office of the Committee for European Integration coordinating 
the domestic adjustment process linked with the accession of Poland to the EU. In years 2003-2005 
posted in Brussels as Deputy Permanent Representative of Poland to the EU. She has PhD in economics 
and is author of several publications on integration of Poland with the EU. 

 

Biographies, Panel II  

Jean-François Seznec, Professor for the Middle East and Gulf region at Georgetown and SAIS 
Universities in Washington 

He has an academic background as a professor specialised in the Middle East and Gulf region at 
Georgetown (Washington) and Columbia (New York) universities. He also has a long experience in the 
private sector (banking), in relation with the region (as indicated in his resume). 

He teaches at present at the Johns Hopkins School of Advanced International Studies [SAIS] and 
Georgetown University, and in the past at Columbia University, New York. He is also the Founder and 
Managing Director of the Lafayette Group, Annapolis, USA, which is a privately held investment and 
consulting company. He has Ph.D. from Yale University, an M.I.A. from Columbia University, and a B.A. 
from Washington College, Maryland.  

Stefano Martini, CEO of Quantum 

Stefano Martini is a seasoned manager and innovator enthusiast with a Master in Science in Engineering 
from the Politecnico of Milan, a Master degree in Business & Administration from Bocconi University of 
Milan and a Master in Mathematical Methods for Predictive Analysis from Boston University. Mr. Martini is 
one of the founders and acting CEO of Quantum, a European ESCO since 2010 based in Milano, Italy and 
Managing Director of Quantum Esco, a Joint Venture established in Dubai in 2016. Prior to his dedication 
as an entrepreneur, Mr. Martini served in Top management positions within Motorola inc., Access Media 
spa, Telecom Italia spa and Italtel spa with an international exposure. 
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Rosamaria Gili, Head of Division, EEAS 

Oct 2016 – today  Head of Division Arabian Peninsula, Iraq and Regional Policies, EEAS, 

Sept 2012 – Sept 2016  Deputy Head of Division Arabian Peninsula, Iran, Iraq and Yemen, EEAS, 

Jan 2010 - Aug 2011  Director of a programme of local development Lebanon, 

Sep 2006 - Sep 2009  Head of the Political and Media section at the EC Delegation in Indonesia, 

Sep 2002 - Aug 2006 Head of section "Political, Economic, Trade, Justice and Home Affairs, Press & 
Information" at the EC Delegation in Morocco, 

Dec 1998 - Aug 2002 Desk Officer for Croatia, EUROPEAN COMMISSION, DG External Relations – 
Directorate for Western Balkans, 

Jul 1994 - Nov 1998  EUROPEAN COMMISSION, DG External Relations – Directorate for Multilateral 
Relations, 

Jan 1992 - Jun 1994  Lawyer in an Italian Law Firm. 
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3. Private sector development in the GCC: Challenges and 
opportunities, by Oliver Cornock  

3.1 Summary of presentation 

The presentation began with a brief look at the key characteristics that all Gulf Cooperation Council 
countries (Qatar, UAE, Oman, Bahrain, Kuwait & Saudi Arabia) share and which frame their economic 
development: 

• Monarchical 

• Highly centrally planned and controlled approach to development  

• Economies reliant on extractive industries 

• Extensive reliance on migrant workers 

• Nationals primarily employed in the public sector 

• Lack of water and thereby arable land for agriculture 

 

It was then broken down into 3 constituent parts: 

3.1.1 The development model 
This section began with a brief description of the rapid development economies in the GCC have 
undergone over the past 50 years. This has lead to major population growth, both organic and 
immigrant, as well as a rural to urban shift.  

Development for the most part has been generated as a result of the extractive industries – primarily oil 
and gas. This has meant that the primary engines of growth – the main companies and organisations 
contributing to GDP – remain in the hands of the ruling families and elites.  

By contrast, the private sector remains proportionately small and to a great extent driven by and 
contingent on servicing the oil and gas sector.  

This has resulted in the bifurcation of the labour force: manual and specialised labour is undertaken 
largely by the migrant workforce, which tend to have low wages and few incentives to raise productivity. 
Nationals by contrast are employed extensively in the public sector where wages and job security are 
high, holidays long, jobs secure, etc. However, the sustained period of lower oil prices since 2014 and the 
comparative growth in the numbers of nationals seeking work have meant that this status quo is no 
longer viable.  

The result has been nationalisation policies across all GCC countries, where companies are incentivised to 
employ more nationals and penalised for not doing so. However, this top-down approach has had limited 
positive impact. As can be seen from the Saudi example of the Nitaqat Scheme, the results of which show 
that whilst the rate of nationals employed in the private sector has grown, the overall result is a major 
reduction in broad private sector employment figures (see the Powerpoint for graph).  

Another theme of the model is severely compromised sustainability. The fruits of oil have meant that GCC 
cities have been able to grow rapidly and support large populations. However, the rate of water 
consumption that this necessitates is not sustainable. Equally, despite efforts to be more energy efficient, 
counter to the OECD average, GCC countries are actually consuming more, not less, energy, and 
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furthermore less productively: when viewed through energy intensity, the GCC countries have become 
less efficient at converting their hydrocarbons wealth into GDP growth.  

The combination of demographics, income pressure and economic model – characterised by expensive 
welfare programmes and subsidies to nationals – is no longer sustainable. 

3.1.2 Options & opportunities for growth 
Each and every GCC country has developed a top-down economic development plan, typically termed 
“Vision 2030” or similar. These all seek a similar path of growth, identifying specific sectors of comparative 
advantage, with infrastructure development central, the concept being that this will stimulate growth 
and importantly the private sector.  

Unsurprisingly many of the plans are similar – the fact the Emirates, Etihad and Qatar Airways have 
developed in competition with each other is testimony to this.  

A problem with this top-down approach is that a silo approach emerges whereby a single department of 
a government entity becomes fixated on its own goal without coordination or liaison with other 
stakeholders.  

There have typically been two ways in which GCC governments have sought to stimulate growth.  

The first is the horizontal approach – whereby amassed wealth from hydrocarbons is invested into the 
economy to stimulate growth and new industries. The most obvious example is the Mubadala 
Development Company in Abu Dhabi.  

The other approach is the vertical one – characterised by regulatory reforms aimed at easing the business 
environment and incentivising investment in a bid to encourage organic, autonomous, private sector 
development.  

Both approaches have had success but also challenges – top-down, centralised planning is best suited to 
developing big-ticket infrastructure and master planned urban regeneration. The result has been that all 
too often the plans focus on physical development, and not the more nuanced and thorny issue of 
human capital and domestic value chains.  

3.1.3 A role for the EU 
There are clearly a number of areas that the EU has significant expertise and experience in that can add 
huge value to GCC countries as they seek to reform. In addition to the traditional and existing business 
relationships – defence, infrastructure, construction – Gulf economies are looking for increased private 
sector investment through public-private partnerships and build-own-operate structures, etc.  

Furthermore though, on top of these tried and tested paths, the EU has great experience in developing 
cross-border value chains, the green economy, fintech and ICT related industry. It seems the time is ripe 
for a divergence from the usual industrial and heavy industry focus, to seek new opportunities that align 
with the GCC countries’ development goals, not least where knowledge transfer is possible.  

Finally, it is clear that as long as the GCC-EU free trade agreement remains unsigned, the full potential of 
this important bilateral relationship cannot be fully realised. Further delays to this risks important 
opportunities being missed for both parties.  
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3.2 Note 

The member states of the Gulf Cooperation Council (GCC) come in a variety of shapes and sizes, and their 
economies are by no means identical. Yet they nonetheless share a number of characteristics. They are 
monarchical, with a highly centralised, plan-driven approach to development; their economies are 
geared towards extractive industries; they rely extensively on migrant labour in the private sector, while 
at the same time employing a majority of their own nationals in the public sector; and they lack ready 
supplies of both water and, by consequence, arable land. 

To understand the potential for private sector development within the GCC, it is necessary to take fully 
into account all four of these characteristics, which present both challenges and opportunities to would-
be investors. In particular, it is important to understand how these different characteristics interact with 
one another, and how those interactions in turn structure and shape the policy agenda of reforming 
governments in the Gulf.  

To be blunt: not all options for developing the private sector are feasible in the GCC, and even if they 
were, they might lead to undesirable or unsustainable outcomes. Among the feasible options, however, 
are a number which can offer both a positive and sustainable outcome for the region, as well as a 
significant role for EU business in helping deliver that outcome. 

In order to properly identify these opportunities for growth, this paper is arranged into three parts.  

The first, which follows, attempts to specify the broad structural model of GCC economies, as well as the 
constraints and dependencies created by that model. The second analyses the current policy framework 
followed by GCC states to encourage economic diversification and private sector growth. The final 
section then briefly addresses what role the EU, and EU businesses, may play in assisting private sector 
development in the GCC, to the mutual benefit of both parties. 

3.2.1 The development model 
To understand where the GCC is going in terms of private sector development, it is helpful to begin by 
understanding where it has come from. Prior to the 20th century, the Arabian peninsula was sparsely 
populated, with most permanent settlements to be found along the coastline, and the interior still largely 
populated by nomadic tribes.  

Where development has since occurred, it has been largely driven by the extractive industries, and this 
pattern of development has left a mark. The commanding heights of the economy frequently remain in 
the hands of a limited number of corporations, whose majority owner is often either the state or private 
individuals connected to the ruling family.  

Within this pattern of development, the private sector – and in particular small and medium-sized 
enterprises (SMEs) – emerged over time largely to service the needs of the extractive industries and the 
state itself, most often in the role of subsidiary contractors. In some cases, both the ownership of these 
SMEs and their workforce would be comprised of economic migrants; in others, ownership might also 
include nationals (in either a passive or active role), with the workforce, however, still predominantly 
composed of migrant labour.  

Path dependency 

This model of private sector development has had a number of social and economic repercussions, which 
have come to constrain the current policy environment for GCC states, producing an element of path 
dependency that limits the viable options available to policy makers.  
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Foremost among these repercussions is the structure of the labour force, which is characterised across 
the GCC by a heavy bifurcation between the kinds of work performed by nationals and the kinds 
performed by migrant workers.  

Most manual and specialised labour in the GCC is provided by migrant workers, and this covers the 
majority of work done in the private sector. Given that the supply of unskilled or low-skilled manual 
labour in particular is practically unlimited, the market clearing wage is therefore very low, and there are 
few incentives to raise productivity. Incidentally, this applies not just to labour-intensive industries such 
as construction, manufacturing and the extractive industries, but also to the service industries, such as 
retail and hospitality. 

Table 1: Percentage of Nationals and Non-Nationals in Employed Population, GCC Countries 

Country Nationals Non-Nationals 

Bahrain 25.2 74.8 

Kuwait 17.1 82.9 

Oman 20.1 79.9 

Qatar 6.1 93.9 

Saudi Arabia 44.0 56.0 

UAE 7.1 92.9 

Source: Gulf Labour Markets and Migration; National Statistics Institutes (most recent figures as of 2014) 

Nationals, by contrast, are employed extensively in the public sector, where wages are much higher than 
the private sector can sustain. This differential is the result of a historical compromise: GCC states have for 
many decades chosen to redistribute the bounty of oil and gas revenues among their nationals primarily 
through public sector employment (as opposed to, for instance, direct welfare subventions). In the 
absence of alternative mechanisms of democratic accountability, public sector employment has 
therefore functioned as an important – perhaps the most important – element in the social contract 
between state and citizen. As such, many other additional entitlements – including health care, housing 
and social security – have historically also tended to derive from a national’s status as an employee of the 
state (rather than through citizenship per se).  

Given this preponderance of advantages accruing to public sector employees – including, but not limited 
to, the substantial structural wage difference between the public and private sectors – it has therefore 
proved extremely difficult through the years to attract the national workforce into the private sector, 
leading to the necessity for substantial artificial incentives. 

Such incentives typically take the form of nationalisation programmes, in which private sector companies 
are obliged to employ a fixed ratio of nationals in their workforce. The precise ratio (and the timescale 
allowed to achieve the target) often varies according to the size of the company and the sector of the 
economy in which it operates. However, common to all companies is that to achieve the goal of 
employing increased numbers of nationals, they must offer wages substantially higher than the market 
clearing rate, sufficient to attract these nationals away from the public sector.  

Unintended consequences 

While in an ideal world such schemes might act as a means of raising productivity (by increasing the cost 
of labour, and making investment in new plants or processes more cost effective), in practice they tend 
simply to act as an aggregate drag on growth. There are a number of reasons for this. On the one hand, 
the lack of preparedness of many young nationals, coupled with their higher wages, make them a 
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substantial burden to company overheads. On the other hand, if companies do invest in training up 
nationals, they are likely to lose them to either their competitors or the state itself. Paradoxically, 
nationalisation schemes often incentivise businesses to employ the least capable nationals, and in roles 
not involving significant responsibility (perhaps even specially created for the purpose of fulfilling 
quotas).  

Although GCC states have made significant investments in recent years in improving the quality of 
education received by their nationals (and hence making them better adapted to the needs of the private 
sector), the deep bifurcation between public and private sectors nonetheless remains a structural feature 
of the GCC economy. Transforming it will therefore take time, as states are forced to confront not only the 
practical issue of the substantial wage differential, but also the ingrained preference among their youth 
for stable, well-paid government jobs.  

Contradictions 

Such a task is further complicated by the often contradictory pressures faced by GCC states, as they 
attempt to achieve policy goals which are ultimately at odds. Chief among these contradictions is the 
continuing reliance on cheap migrant labour: at the same time as states seek to reduce their dependence 
on such workers, the development model which they frequently favour – typically structured around 
long-term “vision” documents sub-divided into rolling five-year plans – remains predicated on a 
continued supply of low-cost manual workers, who are responsible for delivering the various flagship 
infrastructure projects which are typically the hallmark of such plans. 

A case in point is the nitaqat scheme, introduced in Saudi Arabia in 2012. Figures demonstrate that the 
scheme – which ranks businesses in “zones” according to how many Saudis they employ – did succeed in 
pushing more nationals into the private sector labour force, but only at the cost of massively reducing the 
overall rate of job creation in the private sector, as the graph below demonstrates. Another reported 
outcome was the creation of a thriving black market in employment visas for migrant labourers. 

Graph 1: The Saudi Nitaqat Scheme and Private Sector Job Creation (,000s) 

 
Source: Jadwa; Saudi authorities (CDSI, MEP) 
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Sustainability 

Alongside these contradictory impulses there is a further challenge which is almost unique to the Gulf. All 
habitats have a natural limit to the size of population that they can comfortably sustain. For the Arab 
peninsula (beyond Yemen) this has historically been very low.  

Oil, however – among its other gifts to this region – has radically transformed the capacity of the GCC 
states to support human settlement. Indeed, for the most water-scarce region on the planet, the oil 
economy has enabled a level of per capita consumption of water which is among the highest in the 
world.  

According to data compiled by PwC, a consultancy,1 GCC countries currently consume around two-thirds 
more water per capita than the global average: 816 cubic metres per capita per annum (pcpa), versus 500 
cubic metres pcpa. Moreover, the average renewable resource of water in GCC states is only 92 cubic 
metres pcpa: in effect, through the ready availability of desalination, GCC states are consuming water at a 
rate 10 times greater than their habitat can otherwise sustain. In most cases, the majority of this water is 
being used by the agricultural sector. 

Equally, there is evidence that GCC states are become more – rather than less – dependent on their 
depletable resource wealth to fuel economic growth.  

The energy intensity of an economy is a measure used to determine the efficiency with which states 
convert energy consumption into GDP dollars; for OECD countries, energy intensity has been falling since 
the 1980s, as consumers and businesses become more efficient in their use of power. For the GCC, 
however, their economies have become more energy intense over the same period, at the same time as 
overall consumption has also risen radically. Figures compiled by the World Bank show that the trend in 
the Gulf is for high and rising intensity, with energy intensity in the GCC at 6.24 barrels of oil equivalent 
for every US$1000 of GDP at purchasing power parity, compared to 4.66 barrels of oil equivalent for 
OECD member countries. 

This resource-intensive mode of economic development, when coupled with the relatively low 
productivity levels of the GCC economies, poses an existential threat that will soon have to be addressed. 
Put simply, the GCC states cannot afford to continue growing in the future the same way that they have 
in the past, and given that the private sector has been ear-marked as the main driver of growth going 
forward, it follows that private sector development will have to become greener, less resource-intensive, 
and more efficient. 

3.2.2 Options for growth 
Having briefly outlined the broad structure of GCC economies, and the nature of the challenges facing 
them, we turn now to the policy framework which governments are following to address these 
challenges, and the ways in which private sector development fit into that framework. Specifically, 
reforming governments within the GCC have identified a number of goals which future development of 
the private sector should seek to achieve. These include: diversification of the economy away from a 
reliance on extractive industries; reduction of the relative size of the public sector within the economy; 
and the provision of skilled work for nationals.  

We have already mentioned briefly the prevailing trend within the region for strategic plans. It is worth 
highlighting, therefore, that delivery of these above-mentioned goals for the private sector tends to 

 
1 “Achieving a Sustainable Water Sector in the GCC”, PwC, 2014 (https://www.strategyand.pwc.com/media/file/Achieving-a-
sustainable-water-sector-in-the-GCC.pdf) 

https://www.strategyand.pwc.com/media/file/Achieving-a-sustainable-water-sector-in-the-GCC.pdf
https://www.strategyand.pwc.com/media/file/Achieving-a-sustainable-water-sector-in-the-GCC.pdf
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follow a somewhat prescribed, top-down methodology, drawing heavily on international consultancies 
to both identify delivery pathways and monitor progress.  

The procedure typically begins with a preliminary analysis of the economy (usually conducted by 
international consultants working to government-mandated terms of reference), which seeks to identify 
specific economic sectors where a comparative advantage may be secured. Perhaps unsurprisingly, these 
sectors are often mirrored from state to state. For instance, Abu Dhabi, Dubai and Qatar have all recently 
sought to capture a similar comparative advantage in the long-haul flight industry, developing domestic 
airlines and well-serviced hub airports to attract business away from the traditional European hubs. A 
similar duplication of efforts is perhaps also visible in logistics, with Saudi Arabia, Qatar, the UAE and 
Oman all investing heavily in port capacity in the attempt to become a regional shipping hub. 

Goal-Oriented Development 

Once identified, these target sectors are gathered together in a strategic document, which forms the 
basis of a long-term (typically 15-20 year) “vision” for the economy. Delivery of this vision is then further 
broken down into shorter (typically five-year) plans, which follow a goal-oriented approach, with specific 
targets and key performance indicators (KPIs) assigned to each sector, and specific agencies within 
government allocated to deliver on these targets.  

A common problem with this top-down, goal-oriented form of development might be called “target 
fixation”. The different parts of the government bureaucracy charged with delivering the plan’s various 
targets may focus too narrowly on their own goals at the expense of the “bigger picture”. In concrete 
terms, this often entails a failure to establish good working relations with other departments seeking to 
achieve similar goals. Instead, a strong “silo” mentality emerges from the process, which is frequently to 
the detriment of the eventual delivery of the over-arching “vision”. 

Practical Measures 

In terms of the practical measures which departments may take to deliver private sector development, 
these broadly fall into two categories: horizontal and vertical. In the case of the former, accrued revenues 
from extractive industries (sometimes in the form of sovereign wealth funds, sometimes as a direct 
budgetary transfer) are often used in an attempt to “kick-start” growth.  

This kick-starting can take a number of possible forms. The most direct method is through the creation of 
new corporations, as in the attempts to enter the air travel or tourism markets (in the cases of the UAE 
and Qatar), or to diversify into new heavy industries such as mineral extraction (in the case of Saudi 
Arabia).  

A more indirect method is through the creation of subsidiary funds, which may be designed to 
organically grow new businesses, or attract established companies to invest (in practice, some 
combination of the two is often used.) This method is perhaps most advanced in Abu Dhabi, with 
investment companies such as Mubadala Investment Company (which tends to invest in established 
companies that have a strategic match with the Emirate’s development goals) and – at the other end of 
the spectrum – free zones such as twofour54 (which is attempting to grow a domestic media industry 
through a combination of attracting established companies and incubating new ones). Similar schemes, 
however, have emerged across the GCC, and have enjoyed varying degrees of success thus far. 

Business Environment 

Alongside these “horizontal” measures, governments also target “vertical” improvements, which 
comprise reforms to the overall business environment in the hope of creating a more fertile terrain for 
organic growth in the private sector.  
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Vertical reform is typically guided by international benchmarks such as the World Bank’s “Doing Business” 
survey. These are frequently used to drive through generic reform to the legal system and public 
administration, with the ease of starting and winding-up a business, and investing or divesting foreign 
capital, typically chief among areas targeted for improvement.  

Delivery in this area is often delegated to inward investment agencies, which may be given relatively 
sweeping powers to cut red tape across government departments, and indeed to consolidate processes 
within a “one-stop shop”. As with the top-down approach in general, however, the top-down approach 
to business environment reform can sometimes (paradoxically) produce more hurdles than it removes. It 
can also suffer from similar problems to those identified earlier with regard to migrant labour and 
nationalisation schemes, with different branches of government working at cross purposes. For instance, 
at the same time as one department may be attempting to liberalise foreign ownership laws, another 
may be seeking to increase domestic protection in specific sectors.  

In general, while the top-down model of growth and diversification can be useful in providing a clear, 
goal-focused framework, it nonetheless brings certain drawbacks.  

The old adage that “to whoever holds a hammer, everything looks like a nail” might be applied in 
particular to the corporate-led approach to horizontal diversification. Big, government-funded agencies 
are best suited to developing big, out-of-the-box solutions, which typically take the form of big, master-
planned real estate developments. As a result, many diversification plans in the Gulf currently tend to 
focus too much on physical development, to the exclusion of the more difficult job of nurturing and 
developing (sustainable) domestic value chains2.  

3.2.3 A role for the EU ? 
Having examined both the overall structure of GCC economies, and the broad policy environment 
regarding private sector development, we turn now in conclusion to examine what specific role the EU 
might play in furthering this agenda.  

It should hopefully be evident from the brief outline provided above that the GCC presents a number of 
opportunities for EU businesses seeking to invest or expand their operations into the region. Of course, 
EU companies already compete effectively for a significant share of government-funded infrastructure 
projects within the Gulf, and there are currently a number of multi-billion euro contracts, particularly 
within the fields of transport and energy, in which European companies are providing the lion’s share of 
technical expertise.  

Moreover, beyond the historical model of government-funded projects (front-end engineering and 
design; engineering, procurement and construction; and turnkey-type contracts), GCC governments are 
also increasingly looking to new forms of private sector participation in the delivery of infrastructure 
(build-own-operate, build-operate-transfer, build-own-operate-transfer3) , which will offer Europe’s larger 
corporations the opportunity to take on a more direct role in the GCC economies. In particular, new 
policy frameworks relating to renewable energy are likely to rely more heavily on private sector 
participation, and European expertise in the green economy will find a ready market in the Gulf. 

However, in addition to the somewhat enclosed model of project-based cooperation, there is also scope 
for a deeper level of market integration between Europe and the Gulf. The changing attitude towards the 
private sector in GCC member states, and the realisation that unlocking its potential will be vital to 

 
2 An exception is the in-country value (ICV) scheme in Oman, which seeks to identify elements of the extractive industry value 
chain which can be retained within the domestic economy, and then incentivises IOCs operating locally to invest in domestic 
companies to provide such services. Qatar is also considering a similar scheme. 
3 http://ec.europa.eu/regional_policy/sources/docgener/guides/ppp_en.pdf  

http://ec.europa.eu/regional_policy/sources/docgener/guides/ppp_en.pdf
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securing a more balanced and sustainable future, creates an opportunity for European expertise across a 
wide variety of sectors.  

As it stands, the EU’s trading relationship with the GCC has been growing steadily over the past decade, 
and currently generates a healthy annual surplus of over €60bn, according to European Commission 
figures.4 However, the majority of European exports are heavily concentrated – over 90 percent – in 
industrial goods, including power plants, rail and aircraft. These are all currently areas of substantial 
investment for a number of GCC countries, and it is encouraging that European firms continue to 
compete well in these areas with rivals in Asia and America. However, does this heavy concentration in 
industry reflect as well a missed opportunity for Europe’s service sector? 

As we have seen, GCC member states – broadly speaking – know where they want to go, but they often 
lack the necessary expertise to get there, and hence risk repeating past mistakes. Europe’s experience in 
managing and growing complex, cross-border value chains, and successfully integrating economies with 
varying strengths and sizes into a functioning whole – not to mention transitioning to a sustainable, 
green economy – would all prove invaluable assets at this time. 

Capitalising on this potential, however, will require a renewed effort from the European Commission to 
secure a better basis for bilateral cooperation. There remains no association or free trade agreement 
between the EU and the GCC, and negotiations have been dormant on the issue for some time. 
According to the Commission, “a more structured informal dialogue” on trade and investment between 
the EU and the GCC was (re)launched in May 2017. There is as yet no news however on when this 
dialogue might move onto a more formal footing. Given that the European Free Trade Association has 
had a free trade agreement with the GCC in place since 2014, further delay in this area suggests that an 
important opportunity is currently being missed.  

 

 

 
4 http://ec.europa.eu/trade/policy/countries-and-regions/regions/gulf-region/index_en.htm  

http://ec.europa.eu/trade/policy/countries-and-regions/regions/gulf-region/index_en.htm
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3.3 Presentation 
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4. Industrialization in the Gulf: Focus on Saudi Arabia, by Jean-
François Seznec 

4.1 Summary of presentation 

4.1.1 Diversification away from dependence on crude oil and natural gas is not a new 
concept 

The effort has led to major industrialization efforts: 

o Diversification policies were started as early as the 1970s 

 The State provided financial support through  

• State owned institutions like the PIF and SIDF 

• The establishment of a stock market, the Tadawul 

• Building of large Industrial cities such Jubail, Yanbu and King Abdullah City 

• Very low prices of energy for natural gas and energy ($0.75/mmbtu for 
natural gas, now at $1.25/mmbtu) 

o The State established large industries 

 SABIC [the Saudi Arabian Basic Industries Company], now one of the largest chemical 
companies in the world 

 Saudi Aramco downstream investments in refineries and chemicals 

 Ma’aden, the mining company, now a large producer of aluminum and phosphate 
products 

o Private firms took advantage of the facilities offered by the State : SIIG, Family firms [Alireza, 
Olayan, Jameel, etc.] 

o Other Gulf countries also developed large industrial centers 

 Qatar developed the largest LNG industry in the world. It runs large fertilizer plants, 
the largest Gas to Liquids plant in the world, etc. 

 The UAE has the largest aluminum plant in the world and also produces chemicals. It 
is also a major transhipment center and industrial area for the region 

4.1.2 Successes 
This diversification effort had numerous successes:  

o The Saudi State controlled chemical companies were huge successes [SABIC, SADARA, 
Ma’aden] 

o The Gulf’s production of  

 GTL, LNG in Qatar 

 Chemicals and Aluminum in UAE and Bahrain 

 Fertilizers: Ammonia, Urea, DAP 

o In Saudi Arabia, the private sector has also had successes in growing industry 
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o Total sales of Saudi industrial firms in 2016 =$ 65.7 billion, about 41 % of total oil sales of the 
Kingdom up from about 30 % in 2014] 

o Percentage of GDP from non crude oil has shot up. Today Saudi Arabia’s oil sector = 18.9 % of 
GDP down from 70 % in 2010  

o UAE =20 % down from 26 

4.1.3 Failures 
However, the diversification policies were not entirely successful  

o Indeed the Gulf states are still very dependent on crude oil or natural gas. 

o The high prices of oil and gas in the 2000 – 2014 period were not a great blessing.  

o They brought about an increased dependency on foreign labor 

o Much investment in less productive sectors: arms… 

o Much dependency on subsidies. 

o Major investments in industrialization have not translated into more income for the State 

 Only income local tax payer in Saudi Arabia is Saudi Aramco  

 Foreign investors do pay income tax on profits 

 Local investors pay none, even though they can pay Zakat, a voluntary religious tax based on a 
percentage of assets, rather than income 

 Lack of taxes on firms started by large State investments does not bring income to it 

 Further, there are no indirect taxes like VAT or sales tax or income tax on individuals [some of whom 
do pay Zakat] 

• The private sector has become entirely dependent on foreign labor 

• Entrepreneurship is lagging, even though there is a huge demand from young people to start their 
own ventures. This is in part due to the fact that: 

 Loans are still difficult to obtain for new ventures 

 There is no bankruptcy law it the Gulf, except in the UAE. Saudi Arabia has been considering one, but 
has not yet implemented it.  

4.1.4 Impact on Gulf Treasuries 
Ultimately, the successes were impressive, but did not benefit the States’s treasuries, which still depend 
mainly on income from crude oil and natural gas.  

The failures lead to new programs: 

• Vision 2030 in Saudi Arabia. This program in essence wants: 

 To change society to have the State depend on people rather than people on the State, which 
implies: 

 Having people start paying taxes 

 Stop the crutch on subsidies 

 Develop entrepreneurship 

 To increase transparency in all economic and investment transactions, which implies: 
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 Rethinking the role of royal families 

 Privatizing Saudi Aramco 

 But the program does create tensions as everyone agrees to it, but do not want the 
responsibilities it implies. 

4.1.5 Impact on the European Union 
The major progress in industrial development in the Gulf has had a positive impact on the European 
Union 

• The EU has a large trade surplus with the GCC [€62 billion in 2015] 

• EU sales consist mainly of machinery and automobile, Very high value added products 

• EU imports:  

 oil and natural gas 

 Increasingly chemicals [although still great imbalance due to fine chemicals and medicines]  

• In Long Term, EU will suffer from increased downstream competition 

 In energy based industries 

 Loss of downstream markets in the Far East 

4.1.6 Final comments 
The US is still an important trade partner. Its trade with the Gulf is almost balanced, mainly because the 
US no longer imports much oil and sells more sophisticated arm programs to the UAE and Saudi Arabia. 
However, even though the US still imports/exports close to $18 billion/y, it is losing market share of 
imports to the EU. Furthermore, both the US and the EU are feeling strong competition from the Far East 
[China, Japan, Korea], who as a group increasingly dominates trade and investments in the region. 
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4.2 Note 

4.2.1 Introduction 
The countries of the GCC are not merely producers of crude oil and natural gas. For the past thirty years 
they have striven to diversify their economies away from being mere commodity producers to using the 
natural advantage they have in low cost plentiful energy to produce high value added materials, such as 
chemicals, fertilizers or metals. 

Today the Gulf countries have become major exporters of urea, di-ammonium phosphate [DAP], 
hundreds of basic and advanced chemicals, as well as aluminum and aluminum products. The main 
markets for the Gulf productions have been in the Far East, but also in Europe. Furthermore, some of the 
larger chemical ventures in the Gulf have invested heavily in facilities worldwide, thereby becoming 
multinational firms themselves. It is interesting to note that Saudi Basic Industries Corporation [SABIC], 
the leading Saudi chemical company, is now one of the largest chemical companies in the world: fourth 
in sales, after BASF, DowDuPont and Sinopec, and first in capitalization.  

By the same token, Saudi Aramco is becoming one of the largest refiners in the world with a total 
capacity of 5.3 million barrels per day [b/d], of which 2.9 million b/d is located in Saudi Arabia. All of Saudi 
Aramco’s refineries are increasingly used as feeders for downstream production of chemicals. Other Gulf 
countries are also moving into the downstream from oil and gas. In particular Qatar, known as the largest 
liquefied natural gas [LNG] producer in the world, is now the world’s largest producer of gas-to-liquids 
[GTL] and an important exporter of urea. The UAE operates the single largest aluminum plant in the 
world, while the whole Gulf, including Bahrain, Qatar, Saudi Arabia and the UAE now controls about 8 % 
of the aluminum capacity of the world, larger than that of North America, Europe, or Russia5. 

The Gulf countries have developed their industrial capacities often in joint ventures with foreign firms, 
especially American, companies. Today, the Saudi companies are increasingly striking on their own after 
having learned the technology and sales practices over the past 30 years. This paper will review what the 
present industrialization efforts have achieved to this day, the potential consequences of the present 
tensions in the Gulf between the Arab States and Iran on the one hand, and the dispute between Qatar 
and the Saudi Arabia, UAE, Egypt and Bahrain quartet on the other. Finally, it will conclude by evaluating 
the consequences of the Gulf industrial revolution for the European industries and trade. 

4.2.2 The Gulf’s Industrial Revolution 
As early as the mid 1970s the leaderships of the Arab Gulf realized that the bounty from oil could be short 
lived and disappear like the pearl industry did after dominating the region in the 18th and 19th century, 
until the cheaper Japanese cultured pearl industry destroyed their fortune in the early part of the 20th 
century. After the demand for natural pearls disappeared, the emirates of Bahrain, Qatar and of the then 
Trucial States suffered greatly until the advent of oil in the 1940s and 1950s. In order not to get caught 
again in such bust after the oil boom, Emirs, Kings and mostly civil servants laid plans to diversify their 
reliance on the new bounty. 

In particular in Saudi Arabia, technocrats like Their Excellencies Mohamed Abalkhail, Khalid AlGosaibi and 
Ahmed Zaki Yamani laid careful plans to use the natural advantage provided to the country by Aramco’s 
crude oil production. It was important for them to first take control of the main asset of the Kingdom, 
thus they arranged for a takeover of Aramco from its American shareholders, but unlike the violent 
takeovers in Iraq or Libya, they managed to coax the US firms to sell their shares to the Saudi State over 

 
5 World Aluminium.org/statistics accessed 9/24/17 
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time. By the mid-1980s, the newly established Saudi Aramco owned 100 % of the oil production. The 
same Saudis and their support staff then made a series of decisions that changed the economy of the 
Kingdom and brought it to the twentieth century. 

The most significant choices were that: 

1- Saudi Arabia would not seek to export any natural gas. The gas, which until now had been flared, 
would be gathered by a large natural gas grid. The gas would be used solely for development 
purposes within the Kingdom. The gas, which is typically comprised of 95 % methane 2.5 % 
ethane, 2.5 % propane, butane, etc., was used to desalinate water, produce electricity, and be the 
main feedstock for both basic and advanced chemicals and fertilizers. 

2- Saudi Arabia would create a new 100 % Saudi owned chemical company, the mission of which 
would be to learn the business from major world-class chemical companies and in due course 
become one. SABIC was thus formed and started production in 1982. 

3- The country would also explore its deserts for mining wealth. It did start a number of gold mines. 
However, Ma’aden, the state controlled mining firm, would not become a major company until 
the mid-2010s when it started to exploit Saudi Arabia’s large reserves of bauxite and of 
phosphate. 

4- HE AbalKhail established the Saudi Industrial Development Fund to lend money to startups, small 
and large at no interest. 

5- He also established the Public Investment Fund to provide capital to companies with the ideas to 
sell the shares to the public when they became profitable. 

6- In due course, some years later, the State established the Tadawul stock exchange in Riyadh, to 
let the public at large invest in industrial ventures. The market eventually also started trading 
private industrial companies, real estate development firms, investment companies, etc. Today, it 
has a capitalization of over $500 billion. 

7- In the 1980s, the State established the first two large industrial cities, where most industries have 
developed in Jubail on the Arab Gulf and in Yanbu on the Red Sea. 

4.2.3 Present situation 
Successes 

Saudi Arabia 

The Saudi economy took advantage of the incentives and financial structures established. As 2016 SABIC 
had sales of about $35 billion/y, assets of $84 billion and invested equity of $56 billion. It still works alone 
or in JVs with the likes of Mistubishi, ExxonMobil, Shell, and Sinopec. It is today to the largest producer of 
MEG, MTBE, granular urea, polycarbonate, polyphenylene and ethanolamines, all of which are important 
raw materials for industrial applications. It is the third largest producer of PE and PP, critical components 
for plastics and other polymers. It considers itself a market leader in MTBE, PE, and Engineered Plastics6. It 
is of course in constant competition with firms like BASF, DowDuPont, ExxonMobil, Sinopec or Huntsman, 
etc. On the other hand, through the research centers it established throughout the world [US, India, 
China, EU, Saudi Arabia], it is actively developing more advanced chemicals with the admitted goal to 
overcome the leaders in the market. It now operates in 50 countries with 21 plants and has become one 

 
6 PE = Polyethylene, PP = Polypropylene, MEG = Monoethylene Glycol, MTBE= Methyl Tertiary Butyl Ether, EVA =Ethylene Vinyl 
Acetate, PMMA= Polymethyl acrylate [cf. Plexigals/Lucite] 
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the largest producers of ethylene in Europe. It produces polycarbonates in China and Saudi Arabia. It also 
makes advanced plastics for the automobile industries worldwide. 

SABIC has a division that makes 5 million tons per year [t/y] of steel using the direct reduction method. It 
does have access to the cheap natural gas needed, but needs to import its iron ore and pellets from 
producers outside the Gulf. 

SABIC is also a major producer of Urea. It obtains the methane needed for this production from Saudi 
Aramco and through three fertilizer affiliates produces various grades of urea and ammonia mostly for 
export. Notably, it is in JV with the miner Ma’aden to produce DAP, a high value added fertilizer that 
provides nitrates and phosphates to the agricultural markets, principally in South Asia. Ma’aden uses 
SABIC’s technology to make ammonia and Ma’aden’s to make the DAP. They are now one of the larger 
DAP producers after China, Morocco and the US. It is interesting to note that to the manufacturing of DAP 
requires large volumes of sulfuric acid, methane and uses much energy. All these three requirements play 
to the natural advantage of Saudi Arabia. Indeed, Saudi Aramco is a major producer of sulfur, the world’s 
eighth largest producer of natural gas, associated to oil production, and can provide very low-cost energy 
to all factories. 

In due course, Saudi Aramco decided to join the producers of chemicals. Whereas SABIC in Saudi Arabia 
used natural gas [mainly methane, ethane and propane] as its basic feedstocks, buying methane from 
Saudi Aramco at $1.25/million BTU [the price was increased last year from $0.75m] and ethane at 
$1.40/million BTU, Saudi Aramco can use the liquids, mainly Naphtha from its 2.9 million b/d refining 
capacity. Saudi Aramco’s first venture in chemicals was with the Japanese conglomerate Sumitomo, 
through a JV called PetroRabigh. This JV was capitalized at $10 billion. The JV eventually floated 40 % of 
its capital on the stock market in Riyadh. PetroRabigh is in the process of doubling capacity, expected on 
line by the end of 2017. It will now produce more polymers, EVA, PMMA, nylon, paraxylene, benzene, etc. 
as well as operating the 400 000 b/d refinery for normal hydrocarbon products. 

It also established a joint venture with DowDuPont called SADARA that has spent about $20 billion to 
become the largest chemical project in the world. It is now producing basic chemicals like polyester, 
polyols, polyethylene or propylene glycol, but it is also producing very advanced ones like amines, and 
isocyanates, components for polyurethanes such as insulation and synthetic fibers. SADARA is now a 50-
50 Saudi Aramco/DowDuPont venture. Saudi Aramco provides all the feedstock, mostly Naptha products 
and also some Ethane. 

Saudi Aramco has become a large refiner, with a total capacity alone and in JVs of 5.1 million b/d, of 
which, 2.9 million b/d in Saudi Arabia. It has plans to increase its refining capacity worldwide to about 
10 million b/d. 

A substantial number of large merchant families have also gotten into the chemical fray. Firms like Saudi 
Industrial Investment Group [SIIG] are producing advanced chemicals [cyclohexane and various 
aromatics] in JV with Chevron Phillips. TASNEE and Sahara Polyolefins are in titanium dioxide, acrylics and 
geosynthetics. 

Ma’aden, the original mining company of Saudi Arabia is now in joint ventures with Alcoa of the US to 
produce 650 000 tons of aluminum, using bauxite from Saudi mines, transported to the Ma’aden’s 
industrial center in Ras AlKhair on the Gulf by a 1,500 kms railroad. Using the same railroad, it brings 
phosphate to Ma’aden’s phosphoric acid and DAP plants from the AlJalameed mines near the border to 
Jordan. The phosphate plants are managed in JV with SABIC . 

Ma’aden is presently developing a large industrial center in Wa’ad AlShamal, a newly developed 
phosphate site in the North of Saudi Arabia to produce phosphoric acid, for shipment to the Gulf and 
transformation to DAP for export. Once fully on line the new industrial area will help Ma’aden produce a 
total of 6 million t/y of DAP, the third largest production in the world. Ma’aden with very low costs of 
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sulfur, natural gas and power has de facto eliminated Morocco from the Indian market for DAP. 
Furthermore, unlike the other large aluminum producers of the Gulf, like ALBA in Bahrain, or EGA of the 
UAE, Ma’aden uses its own bauxite and thus is independent from the grip of large bauxite and alumina 
producers that provide them with the raw material solely to take advantage of the low cost of producing 
electricity in the Gulf. 

Other Gulf Countries 

The other Gulf countries have also developed substantial industrial activities. 

Qatar has become the world leader in GTL production. It uses its extensive natural gas reserves in a 
150 000 b/d JV with Shell to produce diesel fuel and other reformed carbon molecules, using the Fischer-
Tropsch process to convert carbon dioxide and hydrogen into liquid hydrocarbons. It is also a producer of 
urea, steel and aluminum. 

The UAE has numerous industrial ventures, some in light industries mainly in the Jebel Ali Free Trade 
Zone, but also in heavy industries. For example, EGA is the holding company for two of the largest 
aluminum plants in the world. Emal in AbuDhabi and Dubal in Dubai have a total joint capacity of 
2.4 million t/y. The UAE has also expanded abroad to secure bauxite and alumina supplies for its two 
large aluminum plants. 

Bahrain is well known for its 850 000 t/y aluminum plant, which it manages to run in spite of having no 
assured bauxite and alumina supply, like the UAE and Saudi Arabia have. It also runs a large 
petrochemical complex, GPIC in JV with SABIC of Saudi Arabia, as well as numerous smaller 
transformation plants. 

Failures 

As seen in the tables below, the Gulf States’ GDPs are now less dependent on oil or natural gas revenues 
than they used to be. Furthermore, trade figures show some of the progress made in diversification. For 
instance in 2016 Saudi Exports of non-oil goods represented 25 % of all exports, including oil, up from 
11 % in 20077. 

Hydrocarbon Exports (% of Nominal GDP)8
8 1995 2000 2005 2010 2015 

Bahrain 6.9% 12.4% 48.7% 45.7% 8.8% 
UAE 19.6% 22.3% 35.2% 26.3% 20.6% 
Qatar 31.0% 58.2% 53.3% 48.5% 41.3% 

Saudi Arabia 37.0% 33.0% 90.4% 70.4% 18.9% 
Oman 34.6% 47.5% 49.9% 43.6% 33.6% 

Kuwait 30.2% 45.5% 35.5% 43.8% 39.1% 
      

Hydrocarbon Exports (% of Total Exports) 1995 2000 2005 2010 2015 

Bahrain 27.2% 34.5% 69.4% 65.0% 23.0% 
UAE 76.7% 74.4% 63.7% 58.3% 49.5% 
Qatar 85.9% 87.6% 89.3% 88.0% 85.1% 

Saudi Arabia 85.5% 83.4% 86.5% 88.7% 67.3% 
Oman 75.1% 82.2% 88.3% 78.1% 71.0% 

Kuwait 95.0% 93.0% 93.0% 91.7% 84.6% 

 
7 Computed from the Foreign Trade Statistics of the Kingdom of Saudi Arabia 2016. 
8 Hydrocarbon export data via The Observatory of Economic Complexity (OIC) Database, Massachusetts Institute of Technology; 
GDP data via World Bank. Both databases accessed 24 September 2017. 
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However, the industrial miracle seen in the Gulf today, has not translated into a lessening dependence on 
oil as a commodity. Had there been no industrial revolution, the dependence would be much worse. 
However, the States of the Gulf have not truly succeeded in diversifying. 85 % of the State budget of 
Saudi Arabia still comes from oil revenues. Similar percentages apply to all the states of the Gulf, except 
Bahrain. 

The States dependence on oil has in fact been caused by the very economic liberalism that has brought 
about a booming trade with the rest of the world. There are no income taxes in the Gulf, neither on 
individuals nor companies. Hence, as companies become successful making and exporting products, the 
States do not benefit. In fact the growth of non-oil industries actually cost the States since they provide 
feedstock to their locally based industries at lower prices than they could get selling the commodity on 
the world market. Thus, the large Gulf companies, even the State controlled ones, do not help fund the 
States’ treasuries. 

The only taxpayer in Saudi Arabia is Saudi Aramco. One does not officially know what percentage of gross 
income the State takes out of Saudi Aramco, or how much ends up in the hands of the royal family. 
However, the Ministry of Finance nowadays discloses how much it receives from sales of hydrocarbons by 
Saudi Aramco. It has been reported that today Saudi Aramco pays to the State about a 20 % royalty for 
the right to extract oil and 80 % or more of revenue in income tax. 

Other industrial firms like SABIC or Ma’aden receive their feedstock at the prices mentioned above, which 
are lower than in most countries. The low cost of feedstock virtually guarantee the industrial firms a 
profit, and this profit is not taxed. Even the dividends paid by State-owned companies provide only a 
modicum of revenue to the State and Ma’aden does not pay any dividends, even though the company is 
profitable. The same applies to the private sector firms, who have no income tax to worry about, 
guaranteeing good returns to their shareholders, while also benefitting equally from the very low cost of 
feedstock and electricity, plus in the case of the private sector, the very low cost of foreign labor, which 
represents 85 % of their employees. 

The other major failure of the industrialization process has been the increase in dependence on foreign 
labor. In Saudi Arabia, the State owned firms, by and large, have made a yeoman’s effort to increase their 
Saudi employees to over 85 % of their total staff. Saudi Aramco, in particular, is commended for providing 
excellent training, good wages and meaningful employment. Saudis do run Saudi Aramco. On the other 
hand, the private sector is still staffed at 85 % foreign employees. The many efforts of the government to 
increase the number of locals have been less than successful. For the industrial development of the 
country to succeed, it will be vital to see this ratio change rapidly. Indeed, Saudi-ization is one of the key 
part of the Vision 2030 economic reforms started by HRH Mohamed bin Salman. It will imply having the 
private sector pay all the Saudi employees good living wages, rather that depend on low cost Asian labor. 
It may trigger inflation and frustrations as services increase in price and potentially decrease in quality. 
Furthermore the introduction of taxes will require a change in the societal structure where the State will 
have to depend on the people rather than the people on the State. 

Notwithstanding the failures just mentioned, the picture of economic development and transition to a 
post oil economy in the Arab states of the Gulf has been positive. However, this progress could be 
derailed by the tensions between various countries of the Gulf. 

Iran-Saudi Arabia 

Saudi Arabia seems to feel it is being surrounded by Iran. It sees a major influence of Iran on Iraq, with the 
extensive presence of Shi’a militias armed and supported by Iran. It sees Iran as a main supporter of 
President Assad in Syria, also with some troops on the ground. It sees Hizbollah in Lebanon as a stooge of 
Iran as well. Not least, the Kingdom sees the Houthi rebellion in Yemen as a creation of Tehran’s 
revolutionary guards. The ultimate fear of Saudi Arabia is that Iran could have the ultimate goal to take 
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control of the Holy Sites of Mecca and Medina. In essence, Saudi Arabia sees Iran as an existential threat 
and is fully committed to fight it as long and as hard as necessary. 

On the other hand, the tensions between the two countries need not necessarily be as intense as they are 
now. Saudi Arabia and Iran could trade advanced chemicals and for natural gas and agricultural products. 
They could cooperate against their common Islamic State enemy and the other extremist Islamic 
ideology. They could also work together to re-establish some peace and stability in Iraq and Syria to the 
great benefit of both. 

However for the moment the resolution of the tensions seem far-fetched. Proxy fights in Syria and Yemen 
are happening everyday and these confrontations could in fact degenerate to face-to-face conflicts. If 
tensions do get out of control, they would suck the oxygen out of most economic development in both 
Iran and the Arab States of the Gulf, especially Saudi Arabia. There could be threats against the Straits of 
Hormuz and Bab El Mandeb. The struggle could become even more sectarianized than it is now. It would 
most likely draw in foreign powers, mainly the United States and open a pandora’s box of miseries for the 
world. 

Qatar vs. the UAE-Saudi Arabia-Bahrain-Egypt 

The sudden escalation of lingering problems between Qatar and its Arab neighbors are quite unsettling 
to any investors in the region whether local or foreign. The virulence of the attacks of each of the parties 
and their inflammation by way of expensive public relations firms in Washington does not bode well for a 
quick resolution of the disputes. 

It is not the purpose of this paper to evaluate or describe the history of the crisis, but it is necessary to 
point out that the destruction of the GCC, which it has caused, is most unfortunate. Qatar, a country of 
less than 300 000 nationals, has become entirely dependent on Iran for its exports of oil and natural gas, 
which have to transit through Iranian waters. It is also now dependent on Iran for its food supplies, most 
of which is imported through Iranian air or sea lanes, including all goods and military assets sent from 
Turkey. Qatar is also spending a great deal of its cash reserves buying friendship from foreign states, such 
as large expenditures on football players, substantial contracts with PR firms, on top of the major 
expenses it is incurring for an increasingly tentative plan to host the football tournament in 2022. 

On the other side of the dispute, the political credibility of the quartet has taken a substantial hit in being 
unable to resolve a dispute between “brothers” and a country representing less than 3 % of these allies’ 
population. Perhaps the US, which is still the main military power in the region with extensive military 
and business assets on both sides, could bring about a solution. In any case, until more political savvy is 
applied to limit the crisis, the economic development of the region will suffer. Qatar in particular will see 
its cash reserves deplete more rapidly than otherwise expected, and Iran-Arab Gulf tensions will keep 
rising to the detriment of all. 
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Implications of the Gulf Industrial Revolution for European Trade 

 
 
The European Union has greatly benefitted from the growing wealth of the Gulf region. Even though 
Europe’s import of oil and natural gas is very large, the EU has managed to keep a very positive trade 
surplus of over € 62 billion in 2016, down from the € 67 billion surplus of 2015, but in line with the 
previous surpluses of 2013 and 2014. The biggest surpluses are with the UAE, mainly because much of 
the shipments of goods to the UAE are re-exported out of the Jebel Ali Free Trade Zone to other countries 
in the region and Africa. The next largest surplus is with Saudi Arabia. While the industrial progress made 
in the Gulf may account for the growth of chemical imports to the EU to € 4.6 billion in 2016, the Gulf still 
imports € 11.5 billion more chemicals, mostly fine chemicals and medicines, from the EU. However, Saudi 
Arabia, the largest producer of chemical shows a deficit in this area of “only” € 2.1 billion, compared to 
the € 4 billion deficit with the UAE, which produces little chemicals and re-exports a great deal of this 
amount to the region. 

The largest other items that contribute to the large trade deficit of the GCC with the EU are transportation 
and machinery. Machinery contributes for € 20 billion of the deficit with the EU while transportation, 
mainly cars and trucks, add another € 10 billion to it. It seems that indeed the EU is benefitting greatly 
from the increase in industrialization in the region. The EU is incurring more competition in energy-based 
industries than it used to, but by and large the quality machinery and cars from the major EU members 
are very successful in securing an excellent market for the Union. Industrial development of the Gulf is 
not yet translating into competition to the EU. However, it seems that the overall positive trade balance 
of the Gulf with the world is first due to trade with the Far East and South Asia, where the Gulf products, 
including oil, gas and chemicals are in demand. 



Policy Department, Directorate-General for External Policies 
 

40 

 
Data is sourced from the Eurostat database and trade releases published by the European Commission 

Competition with the United States 

The United States trade with the Gulf is more balanced than that of the EU. In 2016 the deficit was only 
about $2 billion. For example in 2016 the US imported about $15 billion of goods from Saudi Arabia, 
mostly oil, but also some fertilizers and chemicals. Saudi Arabia for its part imported $17 billion of very 
diversified products from the US, including about $2.5 billion of military equipment [US Census Bureau, 
Foreign Trade]. One of the main reasons for this more balanced trade is due to the very rapid decline in 
the US imports of crude oil from Saudi Arabia and from the rest of the Gulf. In 2016 the Gulf exporters 
accounted for 18 % of US crude oil and products imports; Saudi Arabia alone accounted for 11 %9. In 2012 
US imports were over $55 billion, while exports were only $18 billion. The decline in oil imports is due the 
major increase in US oil production, which is today making the US into a net exporter of hydrocarbon 
products. The US net import of crude oil has now declined to 4.7 million b/d10 from the earlier imports of 
over 10 million b/d 5 years ago. Ultimately, however, the quasi-equilibrium of the balance of trade 
between Saudi Arabia and the US, points to the fact that the US market share in the Gulf has declined in 
the Kingdom relative to the EU and the Far East. For the EU competition in the Gulf is mainly from the Far 
Eastern countries, especially China, who is now Saudi Arabia’s main trading partner and main buyer of 
crude oil. 

 

 

 

 

 

 
9 United States Energy Information Administration Database, Accessed 24 September 2017. 
10 Oil and Gas Journal 18 September, 2017: Statistics 
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5. Summary of the speakers’ presentations 
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Conference on trade relations between the EU and the GCC countries 

Brussels, 18 October 2017–  

Summary of the speakers’ presentations 

 

 

General comment: all speakers emphasised the major business potential generated by the various 
diversification strategies in place in the member countries of the Gulf Cooperation Council (GCC), and 
that the EU was not doing enough to tap that potential; they also highlighted, however, the problems 
involved in gaining access to the markets concerned. There was unanimous support for the adoption 
of an approach based on partnership, rather than competition. It seemed to all speakers that the 
sectors with the most potential in the GCC markets were services, high-tech and innovation, and the 
environment. 

 

***** 

– Tokia Saïfi, Vice-Chair and standing rapporteur on the GCC for the INTA Committee  

In opening the conference, the INTA Vice-Chair focused on a paradox in the economic relations between 
the EU and the GCC countries, i.e. that there was no trade agreement between the two partners, even 
though the EU was the GCC’s number one trading partner, and the GCC was the EU’s fifth-largest 
trading partner. 

 

– Abdel Aziz Aluwaisheg, Assistant to the Secretary-General of the GCC 

Mr Aluwaisheg began by outlining the 5 goals that the GCC had set itself over the past 10 years with a 
view to furthering its development as a regional body: maintaining peace and security in the region; 
fostering regional integration; promoting economic growth; integrating sustainable development 
issues; and boosting mutual understanding among the GCC countries.  

He stressed the need for the GCC countries to end their economic dependence on oil by focusing 
instead on tourism, industry and agriculture. It was also vital, he thought, to find a solution to the 
problem of unemployment, which was affecting nationals of the GCC countries. 

DG EXPO/B/PolDep/Note/2017_279        26/10/2017 

 EN 
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Diversification created opportunities for the GCC countries, by bringing in the private sector, and for 
the EU, by attracting foreign investors. There was still room for trade between the two regions to be 
increased via the opening-up of the European market in petrochemicals, and, in return, greater 
openness in GCC countries to imports from the EU. European companies were being called upon to 
enter into partnerships with GCC companies as part of a policy to foster trade and investment between 
the two regions. 

 

– Joost Korte, European Commission, Deputy Director-General, DG Trade 

Mr Korte briefly outlined EU-GCC trade relations, highlighting successful cooperation, the EU’s position as 
the GCC’s number one partner, and the (cooperation and trade facilitation) instruments available 
pending the conclusion of the FTA. He drew a parallel between the economic diversification strategy 
pursued in the GCC countries and the EU’s strategy, which was based on growth and employment. 
He concluded by referring to the dialogues that were in place: the trade and investment dialogue, the 
first session of which had taken place in Riyadh in January 2017; and an economic diversification 
dialogue, which was due to begin in 2018. 

 

**** 

Panel 1 

– Oliver Cornock, Editor-in-Chief and Director-General, Oxford Business Group 

Mr Cornock’s presentation centred around the private sector in the GCC countries. He began by 
pointing out the similarities between the six countries: monarchy, centralised development, 
extractive-industry-based economies, a private sector dependent on foreign labour, employment of 
nationals in the public sector, lack of water. He then mentioned the main features of the economic 
model used in the GCC countries, and the limitations of the policy of extensive recourse to foreign 
labour in connection with the ‘Saudi-isation’ or ‘Emiratisation’ of employment. Mr Cornock went over the 
guidelines included in the various diversification strategies (Visions 2021, 2030 and 2035), referring to 
direct measures such as the establishment of free zones, and to indirect measures involving the 
business environment, such as the concept of one-stop-shops (e.g. the TAS'HEEL Service Center in the 
UAE). He concluded by considering the role that the EU could play in that context, particularly in the 
areas of services, expertise and know-how. 

 

– Gilles Klein, CEO, One Seven (LU) 

After giving a brief description of his company, Mr Klein listed the qualities required in order to set up in a 
GCC country. He pointed out that communication was still a challenge and that it was important to be 
available. For him, one of the difficulties was that of getting to know the local customs that could 
affect business practices, such as religious holidays. He also believed there was a need to speak the local 
language, or at least to have someone in the company who could speak it. 

Mr Klein also pointed out that there were certain barriers to overcome, in particular as regards 
administration and banking, and he recommended systematically offering after-sales service with a 
view to providing the highest possible level of customer support. 

http://www.mohre.gov.ae/en/tasheel.aspx
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– Ziad Al Mahmoud, Transport and Planning Director, Royal Haskoning 

With more than 20 years’ experience in the region, and with regard to RH’s investments in Saudi 
Arabia, Bahrain and the UAE, Mr Al Mahmoud emphasised the values that were required to tackle very 
different, very competitive markets. Those values included mutual respect, trust and flexibility, which 
were more important than delivering the best products at the best prices. He also stressed the need to 
set up local subsidiaries in order to be available for clients in the Gulf countries. 

 

– Ewa Synowiec, European Commission, Adviser on GCC countries to the Director-General of DG Trade 

Ms Synowiec began by mentioning the ongoing dialogues, such as the trade and investment dialogue 
with the GCC countries that had been launched at the beginning of the year in the absence of a free-
trade agreement. She emphasised that the volume of EU investment in the region was below 
capacity, and then made a number of recommendations with a view to stepping up trade, focusing on 
financial aspects such as payment collection, repatriation of capital, the transparency of regulatory 
frameworks, enhancing standardisation, improving bureaucracy via ‘focal points’, and establishing a 
consultation mechanism. She announced that a report on the business environment in the GCC 
countries would soon be published on DG Trade’s website.  

 

 

Panel 2 

– Michèle Alliot-Marie MEP, Chair, Delegation for relations with the Arab Peninsula 

Ms Aliot-Marie outlined her view that the EU needed a policy that genuinely supported its businesses, 
as the USA did, and that political and economic reality was based on competition. She stressed the need 
for both the GCC and the EU to establish relations based not on competition – which would be 
pointless – but on partnership. There were shared challenges, for example with regard to security and 
defence, the environment, economic diversification (see the various ‘Visions’ set out by the GCC 
countries), new technologies, strategies on Africa, demographics, migration crises, etc. Ms Alliot-Marie 
took the view that there was no unipolar approach, rather, it was partnerships that were absolutely vital.  

In order to establish those partnerships, it was necessary, however, to: share a view of the state of the 
world, and bring forward a joint political response to address that; trust one another; enjoy political 
stability in a difficult global context; have a shared vision of taxation and monetary policy – as 
regards both the euro and the dollar – and have the will and ability to meet fiscal and legal 
commitments.  

 

– Jean-François Seznek, Professor at the universities of Georgetown and Columbia, Middle East and Gulf 
region expert  

Mr Seznek began by pointing out that the diversification of the GCC economies with regard to oil – 
with State companies being converted to serve the chemicals, fertilisers and aluminium sectors, and 
the expansion of banks, including Islamic banks – was not a new phenomenon.  

He went on to highlight the limitations of the policy of employing foreign nationals, particularly in 
the private sector, and of the granting of subsidies in the context of falling oil prices. 
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The GCC countries had to evolve, especially Saudi Arabia, the region’s largest economy. ‘Vision 2030’ was 
not merely a change in strategy, but a real change in society. (‘The State is becoming dependent on the 
people; it is no longer the people who are dependent on the State.’) The States therefore had to use 
taxation (which was practically non-existent, for both companies and individuals) and ensure a higher 
level of regulatory transparency. The introduction of VAT in the GCC countries was a step in the right 
direction. 

Mr Seznek showed how the EU had benefited from the development of the GCC countries, 
maintaining a positive balance of trade even though it had lost market share to China, in particular, 
which needed oil for its ‘One belt, one road’ initiative. The EU need to make more effort to take 
advantage of ongoing industrial change. The USA, a major partner for the GCC countries, had also lost 
market share, but trade was nevertheless fairly balanced as a result of the drop in US oil imports. 

 

– Mr Martini, CEO, Quantum (IT)  

Mr Martini took the view that a partnership built on trust could quickly lead to fierce competition in 
the region among European SMEs. His development method was to forge solid partnerships with local 
clients, who nevertheless were still potential competitors, and dangerous ones at that. European SMEs 
had a number of obstacles to overcome, such as identifying reliable partners, protecting intellectual 
property, and dealing with bureaucracy in the GCC countries.  

Furthermore, the financing problems SMEs were experiencing, in both the EU and the GCC region, could 
put the development models and partnerships at risk.  

 

– Ms Gili, Head of Division, European External Action Service 

In Ms Gili’s view, the issues surrounding the economic and political situation in the GCC had to be 
grasped at European level by the EU as a regional entity. With regard to regulation, the EU could assist 
the GCC countries with their reforms, and their development towards the private sector. Where 
sustainable development was concerned, Europe could advise the GCC countries on water 
management programmes, climate change and renewables. Ms Gili concluded by calling for a solution to 
be found to the ongoing political crisis in the region. 
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