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Abstract 

Fuel is a self-depleting resource and long term dependency on this commodity alone will not 
suffice. An export trade oriented approach can lead to faster industrialization while 
diversification Ieads to economic sustainable growth. Thís research seeks to understand how 
countries compete for foreign direct investments, and how certain activíties have the most 
impact in the competitive global marketplace. Research suggests that when companies decide 
to invest abroad, they seek only to find countries that facilitate their strategíc objectives. The 
results conclude with appropriate leveis of government accountability, credibility and visibility 
with the private sector, foreign direct investment is attracted by policy advocacy and policy 
reform. By reviewing countries such as United Arab Emirates in direct comparison to Western 
Asian countries, including Kuwait and Iraq with high leveis o f fuel exports, along with Qatar 
with optim istic marketplace indicators and plentitude o f ski lls and capabil ities- research seems 
to suggest that despite high capabilities and attractive GDP, promotional investment activities 
yield the highest returns using policy advocacy and refonn. 

Keywords: 

Foreign Direct lnvestment; Jnvestment Promotion Agency; IPA; Policy Advocacy; 
Investment Climate; United Arab Emirates; UAE; Saudi Arabia; Kuwait; Iraq; Qatar; Ornao; 
Yemen; Country competitiveness; lndustrialization; National Capability; Technological 
Capability; Oil; Fuel Exports; Resource Curse; Resource Dilemma; Developing Nations; 
West Asia; Institutional Capital 
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1 INTRODUcriON 

The most challenging theme to explain is how countries become rich. Promoting a 

country has intangible benefits making it difficult to measure national branding in terms of 

national economic value. Governmental strategists apply the concept of marketing strategy 

similar to the private sector to increase uniqueness in the market place. Foreign Direct 

lnvestment (FDI) attraction as a means of country development is a well-known and generally 

accepted concept since early 1990's (Lall 1992; Wells 1990 and 2000). Competition for a finite 

pool of investments .is fierce, therefore, branding a country for investment is a matter of state 

livelihood. To compete against rival nations, leaders begin to focus on strategic plans for 

foreign investment to increase uniqueness in the market place, and maximize that revenue 

source for the industrialization process. Countries that have more focus on promotional 

investment activities tend to seek out a targeted set of investors in arder to receive more foreign 

direct investments. Countries do thjs to ensure industrialization occurs towards a better 

developed state through a diversification strategy and promoting an attractive business 

environment. The attractiveness of a country depends on the resources it can offer. 

Papadopoulos states that attractiveness for a resource rich nation is a relative 'given' in cases of 

fuel based exporting countries. Businesses follow social patterns of risk aversion and profit 

seeking. lf prosperity is to be eamed, how can a nation obtain more capital from foreign 

investors to industrialize and diversify? How do some countries compete for multinational 

business and receive more FOI? In this research, we wish to understand which country 

activities are most prevalent to attracting the most amount o f foreign direct investment. 

1.1 Industrialization and Diversification 

lndustrialization is said to launch a country into advanced technological capability. 

Diversification is a means to secure economic stability and sustainable future income leveis. 

Diversifying normally refers to policies aimed at reducing the dependency ofa limited number 
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of export products that are subject to price and volume fluctuation. Countries recognize that 

export dependency make them more vulnerable to global pricing and availability. Commodity 

specialization and high concentration of exports can prevent a country from developing itself 

sustainably. "A diversification process ... implies the accumulation of productive capacity 

within either the manufacturing or the service sector" (Hvidt, 2013). Diversification entails a 

reinvigoration ofthe private sector andas such, Hvidt stated, so does the implementation of 

broader reforms. He believed there were two reasons why diversifying economies through 

political and economic refonn suffer in the oi! and gas industry. First, only a small part ofthe 

local population is involved because oil and gas extraction is capital-intensive and leaves a 

general underdevelopment of the production sector. Secondly, as a part of diversification 

relates FDI, increased private sector involvement necessitates a wel!-functioning private sector 

environment. At most times, governments would likely want to interfere due to the scale and 

complexity of oi! and gas projects. 

Another concept of diversification is through the use of sovereign wealth funds. 

Resource wealthy nations generate a large portion of its revenue from exporting oi! and to 

reduce itself from oi! risk, they place the surplus money in a sovereign wealth fund for the 

benefit ofthe nation's economy, its citizens, and future generations to come. They diversify 

the country's money by investing in other non-oil areas. Since the establishment of Abu Dhabi's 

Investment Authority in 1976, there are now more than fifty sovereign wealth funds in the 

world that invest in foreign government bonds, equity funds, and also in FDI. Not only do 

wealth funds diversify, they play a stabilizing role in times o f crisis. Countries can draw upon 

these funds in arder to continue criticai infrastructure projects ifthere were unexpected delays 

or shortcomings. We excluded sovereign wealth diversification activity from this research due 

to its inability to generate industrialization and technological accumulation for country 

advancement. While wealth funds are more modem systems o f financiai growth and will pave 
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a broader stroke of diversification for more developed countries, the activity to draw FDI is 

more relevant with regard to building internai capability for means ofproduction for late stage 

developing countries with which this research is geared towards. 

1.2 Resource Curse 

Fossil fuels are fundamentally a depleting resource that can limit those countries that 

have minimallevels. These countries are forced to choose one strategy in hopes that they have 

maximized full use o f their limited natural resources. Other countries with higher leveis o f 

resources can afford mistakes along the way. However, when countries mismanage the 

industrialization process, they become resource dependent and a dilemma emerges (Auty, 

1993). A self-depleting resource has a finite timeline and the struggle involves introducing 

policies that seek to avoid "resource curse"1• Resource rich countries with specialization in oil 

and fuel based products has often been considered detrimental to growth because of the 

"Rentier State" phenomenon. These states do not feel the pressure to collect taxes, nor do they 

feel the need to create efficiency in the economy. Rather, their role is viewed as the distributor 

of revenues into the country. Rentier states pamper their citizens with housing, land, low 

interest loans, cash hand-outs, free schooling, attractive pensions, subsidized water and 

electricity, and freedom from taxation. A diversification plan calls for opening markets to 

foreigners in an effort to shift job creation to the private sector. Non-oil sector development 

from private sector activity exposes political regimes as soon as appeasements begin to 

disappear and hence, makes them more vulnerable. Less jobs are created in the public sector, 

and salaries begin to balance out between public and private sectors. No longer are citizens 

entitled to fringe benefits. Since the citizens have become accustomed to handouts, 

adjustments to uncertainty creates unease and then discontent. Less institutionally capable 

1 A widely used term in the energy industry used to study the impact of resource exploitation. The term was 
first used to describe how resource rich countries were unable to use that wealth to boost their economies but 
instead had lower economic growth than countries without. Originally quoted by Richard Auty (1993). 
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countries are reluctant to provoke their citizens and effectively decide the measures for 

diversification are not worth the risk. This makes any economic reform thereafter much more 

difficult to implement as time progresses. 

1.3 Structure 

This study is structured in the following manner: the first section introduces a literary 

review on subjects relevant to FDI attraction, industrialization, and diversification for fuel 

export industries. It is followed by a discussion on the research method employed and an 

overview ofthree theoretical frameworks. The second section will define the universe and the 

research sample, the measurement deployment method, and then the variables used for 

assessment. The third section is the data analysis where the full results are gathered, and an 

overview of the results will be highlighted with further discussion points. The final section 

presents the main conclusions drawn from the study and recommendations for continued 

research. 

2 LITERATURE REVIEW 

Many theories state that countries benefit from foreign direct investment most 

effectively through a trade oriented approach in arder to quickly reach higher leveis of 

industrialization through transfer of capital, skills, and technology. Ozawa's theory discussed 

how an FDI led strategy leads to faster iJJdustrialization ftom " import-production-exports", 

based on the premise that importing technology was the most efficient means for 

industrialization. Don Clark proposed that exports lead to faster industrialization using a trade

oriented approach to industrialize and build technological accumulation most efficiently. 

Rather than granting the usual long- tenn tax incentives and generous concessions offered to 

multinational enterprises (MNE), Massol suggested that Resource Based lndustries (RBI), 
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which are srnall, open, and well-endowed with natural resources, could begin an export

oriented strategy using an Export Processing Zone (EPZ). RBI's could begin to use foreign 

investment for export diversification as an effective way to moderate export revenues with 

diversification strategies. Export oriented strategies are the fastest way to industrialization 

making them more competitively advantaged and improve productivity (Clark, 1995; Ozawa, 

2011; Massol, 2011). Vertical diversification is a rnethod in diversifying oil and fuel-based 

products for export that would decompose the concentration of export products. 

Private investment is driven by governrnental institutions that setup the framework for 

the private sector to abide by. That role is to reduce uncertainty in the marketplace, structure 

competition amongst private players, and setup cognitive rneaning to initiate actions that give 

purpose to its businesses, the citizens, and investrnent strategists. Institutional capital is how 

the legal and administrative frarnework can allow governments to generate wealth. These 

government bodies influence how societies distribute and generate benefits, but also bears the 

costs of any developmental strategies. Studies have shown that governments demonstrate a 

certain attitude towards market efficiencies and rnacroeconomic stability, and that they are 

more than rnerely background conditions which cannot be neglected (Peng, 2009; World 

Economic Forum, 2014). Resource rich countries and their economic diversification plans 

depend on whether the country is endowed with human capital and policy or institutional 

capital. Without both, a country is more likely to experience a resource curse and it becornes 

more difficult to diversify and to advance up the technology ladder. This is "at the root of the 

diverging growth paths of successful and less successful resource rich countries" (Gelb, 201 0). 

These lesser abled government institutions will find it more difficult to establish non-fuel 

export sectors and less able to compete with other countries at roughly comparable leveis of 

income. With high volatility and large export price swings, policy and institutional factors that 

manage resource wealth are equally as irnportant for diversification. As such, a government 
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can develop institutional capital through its legal and administrative actions, to reduce 

uncertainty and structure healthy competition (Peng, 2009; Gelb 201 0). 

Governments provide meaning and have their own set of identities which influence 

social and investment behavior. Peng describes this as institutional meaning. It is the informal 

and cultural norms that trigger social behavior arguing that these informal constraints play a 

larger role in reducing uncertainty by providing guidance and legitimacy (Peng Proposition 2). 

Both set the conditions ofthe market climate. When a situation causes the government to react 

on a larger scale, investors perceive these attitudes and actions as market enablers or disablers 

and investment perceptions are further reinforced or adjusted. For example, the United States 

government bailed out banks during a major mortgage debt crisis in 2008. The institutional 

mindset was that in order to preventa severe financiai catastrophe, they had deemed the banks 

were too large to fail and hence the bailouts became justified. Other examples include 

prevention measures, as Peng describes, in how the United States regulated Wall Street bonuses 

in order to prevent greed and unscrupulous behavior amongst society. Governments and 

companies are hierarchies, made up of official branches and investor groups, down to the 

individual economist or financiai analyst. We can liken human social interaction to that of 

institutions and businesses and apply marketing concepts as it would for direct consumers to 

that of foreign investors. 

Industrialization accumulates technological wealth and diversification insulates a 

country from global market shocks. In the same token, you need strong institutional capability 

to manage resource wealth to avoid the resource curse. A large amount o f Jiterature exists on 

countries that are doomed with resource curse and even fewer suggest ideas for countries that 

wish to climb out ofit or provide guidance to avoiding it. It is worthwhile to examine countries 

that exported fuel to upgrade itself and subsequently review what they h ave done to diversify 

away from fuel exports. The United Nations define these countries as "economies in 
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transition"2. Countries have to offer a product that investors want, so that nations can have the 

life they wish to live for themselves and their citizens. We wish to understand how certain 

countries have the ability to capture more investments than others. Three theories will be tested 

using ten variables to measure seven countries. Michael Porter and Sanjaya Lall argue that 

technological capability is necessary for productivity and innovation, Louis T. Wells suggests 

that a country need only focus on the market investment c!imate, and Papadopoulos and Heslop 

argue that with an appropriate structure, the country's promotional investment agency can 

produce higher FDl returns. 

3 METHODOLOGY 

This type o f study is characterized as an exploratory qualitative research approach. This 

research method was chosen to offer propositions which will lead to complementary studies 

and is discerned by its flexibility and versatility with respect to methods when there is little 

accumulated and systemized knowledge. We used widely known and accepted variables from 

leading research entities for determinants of foreign investment, capability assessments, and 

market conditions. Each analysis either indicated a relationship orno relationship with inflows 

of foreign investment. On the other hand, the descriptive approach was chosen as another 

method of assessment mainly due to the difficulty of collecting statistical data on potential 

factors contributing to policy reform and policy advocacy. For example, institutional capital, 

for a number o f reasons are subject to implementation based on discretion and multiple market 

motivations. Therefore a systematic approach to measure individual agency characteristics 

were prescribed, and investigative digital online research and Jiterary scrutiny review ensued. 

2 See f urther information on "Developing Nat ions" in Table 1 of Uníted National WESP report. 
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To begin, we isolated countries that have had, or still have, more than 90% fuel based 

exports since 1982 to 2012, a period of 30 years timespan. We measured the volume of FOI 

received in arder to uncover which traits within a country were more attractive and more 

competi tive. An exploratory and descriptive review o f sampled countries was be conducted to 

determine how investment promotion was implemented to achieve strategic economic 

objectives. We established variables (national technical capabilities, investment climate, and 

promotional activities) and measured the amount of FDI per capita against the three different 

fi·ameworks (P01ter and Lall, Wells, or Morisset) and the effect of FOI inflow. Public data 

sources3 were used to quantify three themes of evidence: technological capability, market 

investment climate, and the structure of a government's investment promotional agency. We 

measured each country's productivity and innovation capability, investment climate, and 

promotional activities in arder to determine i f any of these factors lead to more FDI inflow. 

We identified the countries that exhibited highly favorable values and compared them to the 

amount of FDI inflow, and further investigated the country with the most opposing data for 

potential clues during the industrialization and diversification journey. These measurements 

determined which o f the theories resulted in the most success at attracting higher amounts o f 

FDI on a per capita basis on the selected sample. 

3.1 Variables 

3.1.1 Micheal E. Porter and Sanjaya Lall on Productivity and lnnovation 

Competing for FOI is defining where investments can go and national technical capability 

is a sign of economic agility and dexterity. After a four year study of competitive success in 

ten ofthe strongest trading nations, Micheal E. Porter in a Harvard Business Review believed 

a nation's competitiveness depends on the capacity of its industry to innovate and upgrade. 

3 lnformation from published reports and databases at UNCTAD, WEF, WB, and various investment agency 
websites, further explained in the "Variables" section of this report. 
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lnnovation in volves ideas that may not necessarily be new, but h ave never been pursued before 

(Porter, 1990; Lall, 1992). The principie goal isto increase the citizen's standards of living 

and sustainable national per capita income. Productivity is the value of output produced by 

each unit of labor and capital, though at the same time, productivity requires constant upgrade 

through innovation. The idea is not to achieve high employment but rather to focus on the 

resources that are most productive for their country. "Competitiveness also does not mean 

jobs. It's the type of jobs, notjust the ability to employ its citizens at low wages that is decisive 

for economic prosperity" (Porter, 1990). Foreign investment usually implies an increase of 

local jobs. Overall increased jobs are good but focus should be more on the jobs that produce 

future societal benefit. The capacity of its industry to innovate and upgrade is country 

competitiveness. He ultimately questions why some nations provide a proper environment to 

upgrade and innovate faster than their rivais. In 1992, Sanjaya Lall studied eight industrializing 

nations (South Korea, Taiwan, Hong Kong, Singapore, India, Brazil, Mexico, and Thailand) 

and the process o f industrialization grouped under three broad headings: 

• Physical investment, 

• Human capital, and 

• Technological effort. 

Economic indicators were used to measure national technical capabilities (NTC) by using 

Manufacturing Value Add, Growth, Exports, GDP, Capital Goods produced and imported, 

Education, FOI, GNP, Patents granted, and R&D expenditure, and number of scientist and 

engineers in the cítizen population. They found that with macroeconomic incentives, countries 

created success with a highly export-oriented strategy (in agreement with Ozawa, Clark, and 

Massa!). Theory 1: Nations attracts foreign investments to industrialize and build 

technological accumulatíon to innovate and upgradc in order to remain competitive. A 
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potential pitfall is when a country mismanages the "catchup" period, and spends time and effort 

in building basic or duplicative capability (Lall, 1992). Technological effort was measured in 

Lall ' s paper in the fonn of expenditures on formal research and development and with patents. 

Ratherthan use the World Bank (WB) source ofmeasurementas Lall had in 1992, this research 

will reference measurements from the World Economic Forum (WEF) which supplements 

World Bank data with a worldwide executive survey, therefore making the variables used in 

the tests more extensive. 

3.1.2 Louis T. Wells on Investment Climate 

Most would say that FDI flows are a function ofthe country's business environment and 

when governments work hard to build good investment climates, investors will automatically 

seek these opportunities. One ofthe dominant influences on FDI is the growth and market size 

ofthe host country. Theory 2: Nations put forth effort to increase the market environment 

by generating market growth. This means higher GDP, low deficits, stable inflation rates, 

and political stability. The types of investments differ by the types ofbusiness they operate in. 

Research suggests a country can be distinguished by its target companies and mode of entry 

choices which can range from a company ora sector, a jurisdiction of place where the country 

wants to bring particular focus to, and the application of government strategy (Moisescu 2009; 

Wells 1990 and 2000; Papadopoulos and Heslop 2002). To attract companies they use the 

following logic: 

• GDP per capita- the higher the per capita income, the greater the per capita foreign 

investment inflow 

• BOP- foreign investors would be deterred by net borrowing (deficit) in a country' s 

balance o f payment 

• Inflation - foreign investors would be deterred by a high rate of inflation 
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• Política] Stability- the more politically stable the country, the greater inflows offoreign 

direction investment 

3.1.3 Papadopoulos and Heslop. Jacques Morisset and Kelly Andrews-Iohnson on 

Investment Promotion Activities 

National capability and markets may not be enough to seduce a foreign investor, 

emphasizing "information or perception gaps about investment opportunities or the state ofthe 

investment climate in a particular country" (Morisset et ai, 2004). Advocates for effective 

investment promotion believe they can ínfluence FDI decision making. Papadopoulos and 

Heslop, in April 2002, díscussed the problems and prospects of country equíty and country 

branding. A study that looked at FDI promotion in 50 countries identified these four relevant 

activities: 

• lmage building, aimed at improving a country's image among foreign investors, 

manages the perception of a country as an attractive investment site, focused on 

advertising, public relations events, the generation offavorable news stories and so on; 

• Investment generation, aimed directly at enlarging the inflow of capital, targeting 

specific sectors and companies, direct mailing, telephone campaigns, investor forums 

and seminars, and individual presentations to targeted investors to be done both at home 

and overseas; 

• Investment servicing activities, concerned with facilitating investors after an 

investment is made and refer to the range of services provided in a host country that 

can assist an investor in analyzing investment decisions, establishing a business, and 

maintaining it in good standing aimed at expediting approval process, and assistance in 

obtaining sites, utilities, and so on; and 
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• Policy advocacy consists ofthe activities through which the agency supports initiatives 

to improve the quality ofthe investment climate and identifies the views ofthe private 

sector on that matter. Activities include surveys of the private sector, participation in 

task forces, policy and legal proposals, and lobbying. 

In 2004, Jacques Morisset and Kelly Andrews-Johnson further studied the effectiveness of 

promotion agencies. The survey of75 Investment Promotion Agencies (lPAs) was conducted 

between February and May 2002 and examined empirically the relationship between promotion 

and FDI only for the year 2001. They found that expenditures on policy advocacy, in particular, 

were at the top ofthe list ofhighest returns, followed by image building. Theory 3: Countries 

that focus on promotional activities through the use of policy advocacy receive more 

foreign direct investments. In arder to conduct this measure, Morisset examined the extent 

of association of FDI flows across countries and IPA budget and used a lag referenced from 

Wells and Wint (2001) demonstrating an effect of two to five years. In arder words tbey 

compared IPA budget from 1997-1999 and compared the FOI impact in 2001, since most 

funding is from governments which have slow cycles to budgetary allocation. It was reported 

that an increase of 10% expenditure would yield 2.5% more returns in FOI inflow4
• 

4 UNIVERSE AND SAMPLE 

4.1 Universe 

Starting with 258 countries measured by the World Bank, Open Data initiative's show 

the organization's commitment to making it a more open and transparent. They include 

information and knowledge tbat is publicly available through numerous initiatives5 with 

4 See Annex section on the study w hich ca lculated the yield of FDI lnflow (Morisset, 2004). 
5 "Access to lnformation" is described on the World Bank síte at http://www.worldbank.org/en/access-to
informat ion 
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databases, pre-formatted tables, reports, and other resources. To locate countries with a high 

orientation o f fuel exports, we isolated the sample to include 18 countries that have exported 

more than 90 percent offuel steadily at any time since t982. A 30 year timespan wou ld lapse 

the required construction time for capital intensive projects inherent within the energy industry. 

Where information on fuel exports were not reported by the World Bank, supplemental data 

from OPEC Sustainability Reports were used . 

2012 Proven Oil 2012 Fuel exQorts 
Reserves ( bbll (% of exQorts) 

Algeria 12.2 97.14 

Angola 9.5 98.066 

Azerbaijan 7 93.42 

Brunei Darussalam 1.1 95.75 

Congo, Rep. 1.6 77.37 

lran, lslamlc Rep. 151.2 94.126 

lraq 143.1 99.896 

Kuwait 104 94.976 

Libya 47.1 98.636 

Nigeria 37.2 84.04 
Oman 5.5 83.55 

Qatar 25.4 48.936 

Saudi Arabia 267 88.45 

Sudan 5 90.86 
Trinidad and Tobago 0.73 66.12 
United Arab Emirates 97.8 33.736 

Venezuela, RB 211.2 96.136 

Yemen, Rep. 3 89.48 

Toble 1. Fuel Exporting Notions more than 90 percent since 1982 

Source: Energy lme/ligence Agency, 2012 

4.2 Western Asia 

As Morisset et ai. stated, developing countries that are "in transition" benefit the most 

from promotional activities. Therefore the research sample is further isolated in terms of 

6 Sourced from OPEC annual statistical bulletin, published 2014. Organization ofthe Petroleum Exporting 
Count ries for 2012 
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geography and the types ofbusinesses (in this case, they are fuel exporting countries) because 

investors tend to focus on a type of investment. The isolation serves to analyze foreign 

investments in a particular region, and only those ofwhich are developing nations in order to 

directly compare simi lar strategies for promotional activities. Ali countries are classified into 

three broad categories: developed economies, economies in transition and developing 

countries. The groupings have been made mutually exclusive. We focused on the UN 

classification "Developing Countries" because they demonstrate the most impact from the 

activity and would be typical o f them to create Investment Promotion Agencies. Developing 

countries have been identified in the section "Country Classifications" in the " World Economic 

Situation and Prospects" (WESP, 2012) reports. Bahrain is the only Westem Asian country 

that did not export more than 90 percent fuel (of total merchandise). The country carne in 

rather closely to it over a period of ten years between 2001 and 2011 exporting 66-80%. 

Because the research criteria is over 90 percent fuel exports, Bahrain was removed from the 

research sample. 

Fuel-exportmg countrles 

Oev~loplng countrles 

---------------------------------------------------
Economoes uton Am~ricll 
on ttllnlollon ~nd lhe Cllrobbnn Afrlu E~st Asl1 South A~i~ Wt:!tl!m A~i• 

Azerbaij an Bolívia Algeria Bruneo lran (lslamlc Bahrain 

Kazakhstan (Piurlnational Angola Darussalam Republic of) lraq 
State of) lndonesla Russoan Cameroon Kuwaot 

Federatton Colombia Viet Nam Chad Oman 
Turkmenlstan Ecuador 

Trlnldad 
Congo Oatar 

Uzbekistan 
and To bago Cõte d'lvoire Saudi Arabla 

Venezuela Egypt Unlted Arab 
(Bolivarian Equatorial Emorates 
Republlc of) Guinea Yemen 

Gabon 

Ubya 

Nlgeria 

Sudan 

Table 2. Fuel Exparting Cauntries - Developing Natians 

Source: Uniled Nations WESP Repor! 20 12 and 2014 
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4.3 Sample 

The research sample therefore consists of the overlap between the 18 fuel exporting 

nations and the 8 developing nations in Western Asia. We isolated foreign investments in the 

Western Asian region with fuel exports more than 90 percent in order to compare similar types 

of business and similar types of investment for our study. Western Asia is the largest cluster 

of countries that satisfy the "Developing Nations" criteria for Theory 3 (promotional activities) 

and overlaps with the type of export oriented trade strategies for RBis. 

Fuel Exporting 
Country (>90"/o) 

Algería 

Angola 

Azerbaijan 

Bruneí Darussalam 

Congo, Rep. 

lran, lslamic Rep. 

Libya 

Nigeria 

Sudan 

Trinidad and Tobago 

Research Sample 
(fuel exporting 

developing nations) 

lraq 

Kuwait 

Oman 

Qatar 

Saudi Arabia 

United Arab Emirates 

Yemen, Rep. 

Developing Nations 
in Western Asia 

Figure 1. Research Sample af Fuel exparting Develaping Natians 

4.4 Assumptions, limitations. and Relationships among Variables 

There are a number ofkey assumptions that were made with regard to the fuel and energy 

resource industry. A necessary assumption for Theory I was that ali countries have a desire to 
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develop some mode of technological capability with FOI inflows because they find it 

advantageous. There are possible reasons for discouraging FDI possibly for the sake of state 

security, or due to regulatory complications. Based on the majority of literature, the general 

rule applies in that FDI is desirable for modernization. Lall, Ozawa, Clark, and Massol had 

illustrated in their study that high export strategies create country success. 

Fuel export industries make the country naturally attractive, as Papadopoulos states, natural 

resources are a relative ' given'. Additionally, fuel exporting nations are defined as "high" 

when exports are more than 90 percent since 1982. These 18 countries were further verified to 

have Export Concentration Ratios (ECRs) o f higher than 0.415. The importance o f this high 

ratio is related to a case study in Cambodia7 by United Nations of Development and Poverty. 

This study demonstrated remarkable annual economic growth due to diversification of the 

textile and garment industry, a successful example of diversification and its impact starting at 

this levei of concentration of exports. In this research, ali seven countries in the sample have 

a concentration index8 o f 0.43 or more. 

Research was comprised offuel exporting countries in Western Asia dueto the clustering 

of countries which provided a Iarger sample set. The other countries were in North Africa, four 

in Africa, and the remaining three countries did not cluster in a specific region and therefore 

could not be directly compared. 

7 Box 1.6: Export Diversification Strategy: The Case of Cambodia from the "Export Dependence and Export 
Concentration" report f rom United Nations Development Program. 
8 See UNCTAD statistics, Concentration index, also named Herfindahi-Hirschmann index, is a measure ofthe 
degree of market concentration. lt h as been normalized to obtain values ranking f rom O to 1 (maximum 
concentration), according to the formula where 
Hj = country or country group index 
Xij = valu e o f exports for country j and product i 
and n= number of products (SITC Revision 3 at 3-digit group levei). 

An index value that is dose to 1 indicates a very concentrated market. On the contrary, values closer to O, 
would demonstrate a homogeneous market between the exporters or importers. 
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Data was collected for year 2012, or elapsed between 2010 through 2015, as these years 

were found to be the most recent and contained the fullest dataset for testing. Amounts were 

quoted in US Dollars, unless otherwise specified. Where measurement data was not reported, 

supplemental data was extracted from related country reports andare footnoted appropriately. 

The year 2012 was in the midst o f the Arab Springs and ali sampled countries were impacted 

by the uprisings. Regionally, Syria was experiencing massacres and international attention, 

Sudan was in the middle of ethnic clashes, and lraq was marked with severa! acts ofterror in 

most major cities. The European Union embargoed lranian oi! for its nuclear weapons 

program, while at the same time, countries in the EU were battling debt and austerity measures 

in Greece, ltaly, and Spain. Even the United States received caution to reduce their own debt. 

Meanwhile the Summer Olympics took place in London and Barack Obama won his second 

US presidential election against Mitt Romney. 

A number of limitations were considered while assessing the results ofthis study. Dueto 

the lack of proximity and distance from where this research was conducted, the information 

gathered on Investment Promotion Agencies were Iimited to the internet content published 

from severa! agency and ministry websites. Where contextual background information was 

deemed appropriate, prior research from country case studies were extracted from personal 

interviews and surveys. For example, individual economic data was accessed from Economist 

lntelligence Unít in order to further understand Saudi Arabia' s history and areas of 

improvements. Confidential ínterviews were needed in order to understand Qatar' s personality 

which was referenced from case studies by Ismail, Flamenbaum and Doyle and J.E. Peterson. 

Furthermore, using World Economic Forum measurements were considered comprehensive 

for this type o f research dueto its survey measures and historical reporting on productivity and 

innovation, by country and by pillar. Meaning, WEF defines competitiveness as the "set of 

instructions, policies, and factors that determine the levei o f productivity o f a country" (World 
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Economic Forum, 20 14). Unfortunately lraq was not reported for ali the years sampled, 

therefore Iraq could not be measured in Theory 1. Due the the false results from the sampled 

countries in this test, data for lraq was not deemed necessary to further validate the conclusion. 

We focus first on the nations that have (or have had) a high reliance on fuel exports. 

Because the FOI investors think of 'places' rather than countries, we studied one region in 

particular (Papadopoulos, 2000; Morisset et ai., 2004). The Western Asian countries are 

surrounded by oi I competition, especially in the Gulf States such as Saudi Arabia, Qatar, and 

Kuwait. The tight geographical space in between and high leveis of oil reserves make the 

ability to distinguish themselves amongst competitor nations even more difficult. According 

to Lall and Porter, countries that first focus on the "catchup period" bring attention to 

productivity and innovation making themselves more competitive. Often resource rich nations 

assume they need not promote their country as long as investors continue to grow and 

industrialize their citizens. Other countries tend to focus on tbeir business environment and in 

turn, governments target building favorable investment environments tailoring their 

marketplace for investors who automatically seek sustainable markets. Finally, other countries 

might believe that a vision and marketing strategy should be deployed. The research sample 

was representative of the various types of countries that exhibit competitive FOI behaviors 

described in ali three theories above. One theory is suggested to be the primary determinant of 

higher FDl inflow between ali three theories that were presented. 

5 STATISTICAL TREATMENT AND THEORETIC GROUND 

5.1 Foreign Direct Investment Inflow 

To measure FDI inflow, the United Nations Center for Trade and Development 

(UNCTAD) data is used where FDI is defined as an investment involving a long-term 
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relationship and reflecting a lasting interest and control by a resident entity in one economy 

(foreign direct investor or parent enterprise) in an enterprise resident in an economy other than 

that of the foreign direct investor. UNCT AD reports on 164 countries where flows of FOI 

comprise of capital provided to an FOI enterprise, or capital received from a foreign direct 

investor. FOI is capital value ofnewly invested money into another economy. It is the sum of 

equity capital, reinvestment of eamings, and other long-term and short-term capital. 

The lnflow ofForeign Oirect Investment is reported on a net basis9
, or net acquisitions 

o f assets and net incurrence o f liabilities as shown in the balance o f payments. Therefore "net 

inflows" are inflows minus outflows of money. A negative number means that outflows of 

investment or the reinvestment of profits outside the country, has exceeded that of inflows. 

Negative values are also disinvestments by foreign investors, which is the value of repatriated 

(disinvested) direct investment from externai investors, such as abandoned projects that merely 

discontinue the original investment money because of project problems or unfavorable 

situations. FOI is not a financiai asset and does not include short-term flows o f money, such 

as portfolio investments. 

5.2 Productivity and Innovation 

The World Economic Forum reports on 144 countries. To measure a countries ability to 

generate FDI based on productivity and innovation, the WEF scores were used in lieu ofWorld 

Bank data referenced in Lall's study. These reports have been generated for the past 35 years 

for policymakers, business and civic leaders so that they can work together for economic 

9 FDI h as three components, (1) Equity capital is the foreign direct investor's purchase of shares of an 
enterprise in a country other than its own, (2) Reinvested earnings comprise the direct investor's share (in 
proportion to direct equity participation) of earnings not distributed as dividends by affiliates, or earnings not 
remitted to the direct investor. Such retained profits by affiliates are reinvested, and (3) lntra-company loans 
or intra-company debt transactions refer to short- o r long-term borrowing and lendíng of funds between dírect 
investors (parent enterprises) and affifiate enterpríses. 
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growth. WEF measures separate indicators based on ranking values o r public sources o f data 10 

which consist of a total of 12 pillars. The Global Competitiveness Report covers the span of 

201 I through 2015, reflected in three reports. WEF scored will be based on ordinal values 

from 1 being the lowest, and 7 being the highest: 

1. WEF 9th Pillar "Technical Readiness" is the basic technological characteristic related 

to acquiring the building blocks of technical capability. The technological readiness 

pillar measures the ability to embrace existing technologies to enhance productivity of 

its industries, using information and communication technologies (ICTs) to access and 

enable themselves for adoption. WEF reports that for any given period a particular 

contribution to the overall growth is its ability to transform the methods of production 

in a wide array of industries. WEF disregards whether or not the technology was 

developed in-country, but rather to have identified and used the technologies available 

to adopt. FDI often plays a key role for less advanced countries for development. An 

example ofthis measure include firm levei absorption oflatest technologies, technology 

transfer, and levei o f internet and mobile users. 

2. WEF 12th pillar "Innovation" is the next levei oftechnological characteristic related to 

having the sophistication to bring new processes and technology. The innovation pillar, 

according to WEF, can be measured as technological or non-technological. Electricity 

or digital revolution is an example ofthe former, while the latter transforming the way 

things are done to create space for new possibilities. Innovation is important for 

economies as they generate more value than merely integrating and adapting 

10 To measure these concepts, the Global Competitive lndicators (GCI) use statist ical data such as enrol lment 
rates, government debt, budget deficit, and life expectancy. These data are obtained from international ly 
recognized agencies, notably the United Nations Educational, Scientific and Cultural Organization (UNESCO), 
the lnternational Monetary Fund (IM F), and the World Health Organization (WHO). Furthermore, the GCI uses 
data from the World Economic Forum's annual Executive Opinion Survey (the Survey) to capture concepts that 
require a more qualitative assessment or for which internationally comparable statistical data are not available 
for the entire set of economies. 
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technoiogies. An example of measures include research institutions, spending, 

university and industry collaboration, availability of scientists, and patents. 

5.3 Investment Climate 

To measure a countries attractiveness on their investment climate, we use Louis T. Wells 

dominating influences on foreign direct investment in the host country market below. This 

data will be collected using the World Bank data and will demonstrate a country' s relative 

strengths and weaknesses compared to the other sampled countries. 

1. GOP per capita- the higher the per capita income, the greater the FOI inflow. The data 

will determine ifthere is a relationship with FOI and higher or lower GOP amounts. 

2. BOP- foreign investors would be deterred by unfavorable account balances. The data 

will determine ifthere is a relationship with FOI and higher or lower national account 

balances. 

3. lnflation - foreign investors would be deterred by a high rate of inflation. The rate 

(year-on-year) will be used to determine the country with the highest or lowest FOI per 

capita. 

4. Política! Stability- the more politically stable the country, the greater inflows offoreign 

direction investment. Stability ranking will be used to determine which country 

receives the highest or lowest FOf per capita. 

5.4 Promotional Activities 

Most developing countries are less attractive than the developed countries and will tend 

to begin targeting investors and investment activities within the country. A developing country 
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in transition will typically create IPAs by either a decree ora law, as a public body, as part of 

a ministry, or as an autonomous agency. Reporting lines are usually to a minister, a board of 

directors, or both. Fewer than 1 O percent had established a link to a president or prime minister 

and a board with private representatives were roughly half of those surveyed. The median 

budget is US$450,000 and typically employs 1 O professional staff. Investment Promotional 

Agencies (lPAs) were "positively correlated with the quality ofthe investment climate and the 

levei of development" (Morisset et al., 2004). Investment agency websites and publicly 

available information will be used to determine the IPA organizational structure reinforces 

market perception ofthe country. Three questions are presented to define which characteristics 

allow for the country to obtain higher FDI per capita and reinforce a structured approach to 

information gathering. 

1. Ofthe countries sampled we measured visibility and credibility by the highest ranking 

official and private sector membership. 

a. Measure: What is the reporting structure and who is the highest official (or 

supervisory board)? Does this include the private sector? 

b. Theoretical ground: "Política) visibility and participation ofthe private sector 

appear to be two elements that are associated with success o f IP As in attracting 

FDL Strong reporting mechanisms to the highest política! levei contribute to 

increasing the IPA's visibility and credibility and thus reinforce effectiveness 

in attractíng FDI.. .. The effectiveness of IPAs is enhanced when the agency 

reports to a supervisory board that includes representatives of the private 

sector". 

2. Of the countries sampled we divided them between the ministry bodies, or the 

autonomous bodies. 
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a. Measure: Is the IPA part of a Ministry, or is it an autonomous/joint public

private institution? 

b. Theoretical ground: "FDI flows are significantly lower in countries where the 

IP A is part o f a ministry" 

3. Ofthe countries sampled we counted how many policy reforms were made to enhance 

the business environment for foreign investors. 

a. Measure: How much institutional reform demonstrates a mutually beneficiai 

investment environment? 

b. Theoretical ground: "Expenditures on policy advocacy are at the top ofthe list 

o f highest returns" 

6ANALYSIS 

The countries rank and rating were assessed in the following pages to determine how 

much FOI was received. The FDI per capita and total inflow by country in 2012 is listed next. 

We used FD I per capita, rather than total FD I inflow, to show a citizens standard o f living and 

growth for future income. Yemen is the only country that had a negative FDI inflow dueto its 

inability to attract FOI from the growing unrest in the country. In 2011 Yemen reported GDP 

reduction o f -10% but World Bank reports this at -15%. Political instability will continue to 

undermine any development efforts, dueto damage of infrastructure, rising unemployment, 

anda high inflation as seen in our results of2012. 
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Countries by FDI amount FOI per capita 2012, US FDIInflow, 2012 

United Arab Emirates 1,043.04 9,601,906,058 

Kuwait 883.73 2,872,588, 962 
Saudi Arabia 430.65 12,182,373,333 

Oman 313.75 1,039,791,937 

Qatar 159.43 326,923,076 
lraq 104.36 3,400,000,000 

Yemen -0.59 -14,239,188 

Toble 3. Foreign direction investments by Country 

Source: United Nations Centerfor Trade and Development. 2012 

6.1 FOI based on Productivitv and Innovation 

A high value of national technological capability suggests strong competitiveness and 

attractiveness of a nation. ln the WEF Global Competitiveness surveys, questions were asked 

to respondents to evaluate, on a scale of 1 to 7, one particular aspect of their operating 

environment. At one end ofthe scale, 1 represents the worst possible situation; at the other end 

o f the scale, 7 represents the best and most desirable outcome. There was no data reported on 

Jraq. 
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2011-12 2012-13 2014-15 FOI per capita 
2012,US 

PROOUCTIVITY 

United Arab Emirates 4.88 5.05 5.48 $1,043.04 
Kuwait 3.69 3.77 3.69 $883.73 

Saudi Arabia 4.33 4.91 4.54 $430.65 
Oman 4.08 4.26 4.24 $313.75 
Qatar 4.74 5.28 5.17 $159.43 

lraq No data No data No data $104.36 
Yemen 2.41 2.48 2.40 $-0.59 

INNOVATION 
United Arab Emirates 3.96 4.18 4.41 $1,043.04 

Kuwait 3.00 2.84 2.86 $883.73 
Saudi Arabia 4.16 4.03 3.80 $430.65 

Oman 3.44 3.44 3.29 $313.75 

Qatar 4.69 4.71 4.88 $159.43 
lraq No data No data No data $104.36 

Yemen 1.68 1.89 2.11 $-0.59 

Table 4. National Productivity and lnnovation Capabílities 

Source: Global Competitiveness Reportsji-om World Economic Forum, Tables 6 and 7. 

The "Productivity" and the "lnnovation" measure for United Arab Emirates, Kuwait, 

and Qatar were unexpected. Based on Porters theory and using Lall's measurements ofnational 

productivity, the FOI for UAE was the highest in 2012 at $1,043 per capita. Qatar, a country 

with similar better innovative capabilities, surpassing the UAE in productivity from 2012-2013, 

received significantly less FDl than UAE at $159.43 per capita. This theory suggests that Qatar 

should receive more FOI against competitor nations based on productivity and innovation 

measures alone. UAE and Qatar are close contenders in ali years for the countries sampled but 

the FOI amounts differ considerably. Furthermore, Kuwait, a country that offers less national 

capabílities, received more than tive out ofthe six other countries. 

6.2 FDI based on Investment Climate 

Louis T. Wells suggested that investors are attracted to market size and growth. GDP 

per capitais gross domestic product divided by the population, which can be translated to the 
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income per person. A higher GDP indicates a robust economy and industry growth. Inflat ion 

is consumer price index as an annual percentage change in the cost of goods and services. A 

stable inflation rate aims "below, but close to, 2%" (ECB 11
) which is low enough for the 

economy to fully reap the benefits of price stability. Balance of payments12 (BOP) 

encampasses ali transactions between a country's residents and its nonresidents involving 

goods, services and income, financiai claims on and liabilities to the rest of the worid, and 

transfers such as gifts. The intemational economic policy impact shows up here because it 

detennines whether a country has enough savings to pay for imports, or ifit's producing enough 

output to pay for growth. Foreign investors would be deterred by insufficient surplus or deficit 

because it signals payment imba!ances of imports and exports. Política! stability and absence 

of violence and terrorism captures perceptions of the likelihood that the government will be 

destabilized or overthrown by unconstitutional or violent means, including politically-

motivated violence and terrorism. A country's rank indicates low stability with O corresponding 

to lowest and least desirable rank, and 100 as the highest and most desirable rank. 

11 The European Central Bank defines inflation rates of -2% in arder to reap the benefits of price stability 
within an economy. lnformation available at 
https:/ /www. ecb.eu r opa. eu/ mo po/ strategy I pricesta b/htm 1/index.en.html 
1~ A framework for Balance of Payments (BOP) can be found on the IMF website available at 
http:/ /www .imf.org/ externai/ pubs/ft/bop/2007 I pdf/ cha p2. pdf 
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GDP per BOP (current 
lnflation 

Political FOI per 
capita account balance) Stability capita 

UAE 41,691.69 68,967,000,00013 0.6640 73.45 1,043.04 

Kuwait 56,366.57 78,707,655,334 3.1993 52.60 883.73 

Saudi Arabia 25,945.96 164,764,000,000 2.8859 32.70 430.65 

Oman 23,623.85 7,798,705,562 2.9107 62.08 313.75 

Qatar 92,632.68 62,031,227,106 1.8665 92.71 159.43 
lraq 6,625.22 29,541,000,000 6.0890 4.73 104.36 

Yemen 1,341.28 -334,617,315 9.8853 1.42 -0.59 

Table 5. Ecanamic data an lnvestment Oi mote by Country, in US do/lors 

Source: World Bank. 2012 

UAE has the highest FDJ per capita ($1,043.04) and also possessed the lowest inflation 

rate (0.6640). Qatar has the highest GDP per capita and the highest political stability but 

received a significantly lower amount of FOI. Oman is ranked higher in politically stability 

but receives less than halfFDI per capita than Kuwait; a country with lower stability and higher 

intlation. Among the fuel exporting Western Asian countries, Yemen ranks the least favorite 

amongst investors according to the lowest GDP per capita of $1,341, negative BOP, low 

political stability (1.42), and high inflation (9.88%). 

6.3 FDI based on Promotional Activities 

6.3.1 Agency Credíbility and Vísibility 

Countries where the agencies have established reporting mechanisms to the highest 

levei ofpolicymakers and contain private sector membership have been associated with more 

FOI inflow. These institutionallinks strengthen the govemrnent's commitment and reinforce 

the agency's credibility with investors. Because ali IPAs were associated to Ministries, many 

13 World Bank does not report Current Account Balance, BOP, and was supplemented f rom Economic 
lntelligence Unit, Country Report United Arab Emirates. Annual data and forecast table where 2012 was 
expressed as Actual "Current account (US$ m)". 
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ofthe research conducted were answered when looking at IPA ownership, and further details 

are provided in the next section "Agency Structure". 

What is the reporting structure and who is the highest official (i. e. Minis ter, Prime 

Minister or President)? Does the supervisory board that the agency reports to 

include any private sector members (not government officials)? 

Highest Reporting Private Sector FOI per 
Membership capita 2012, 

(% representation) us 
United Arab Emirates Supreme Council 11 (68.7%) $1,043.04 

Kuwait Ministry of Commerce 3 (42.8%) $883.73 
Saudi Arabia Council of Ministers 1 (7.7%) $430.65 

Oman Governorate of Commerce o $313.75 
Qatar Minister of Commerce o $159.43 

lraq Council of Ministers 3 (33.3%) $104.36 
Yemen Prime Minister o $-0.59 

Table 5. Credibility and Visibility by Pramotional Agency 

The Abu Dhabi Council for Economic Development (ADCED) provides the platform 

for the government and private sector to work together securing a sustainable future for Abu 

Dhabi seeking growth, job creation with a skWed and highly productive workforce, economic 

diversification, new industries, and an open, effective and globally integrated business 

environment. On February 6, 2012 Abu Dhabi announced part o f their 2030 Yision was to 

setup FOI bodies around the world to target foreign capital inflow to comprise of23 percent of 

GDP. Nasser Ahmad AI Sowaidi, Chairman of the Abu Dhabi Department of Economic 

Development stated the lnvestment Promotion Agency, based in Abu Dhabi, will have offices 

around the world to attract capital, mainly in the industrial sector. He says the IPA will "provide 

feedback and act as a tool for policy makers to regularly revise investment regulations" 

(Emirates 24/7, 2012) while facilitating inward investments particularly in the ten government 



35 

focused sectors. The board was comprised of representatives from the public sector (5), and 

the private sector (11 members since July 2010). 

The Kuwait Direct Investment Promotion Authority 14 (KDIPA) actively prometes the 

country through successful partnerships, improving the overall investment climate, fostering 

competitiveness, encouraging value added investment opportunities by both local and foreign 

investors, streamlining through the One Stop Shop, and supporting the establishment ofviable 

competitive export-based industrial clusters. The Board of Directors15 are comprised of six 

members in addition to the Chairman, Dr. Yousef Mohammed Abdullah AI Ali. Article 5 

"Board ofDirectors ofthe Authority" 16 states there wíll be three "experienced members" and 

three "representing ministries and the govemment agencies". Although not specifically 

outlined, it did appear that three out ofthe seven members (Adel Essa Al Yousifi, Wafa Ahmed 

AI Qatami, and Manaf A E Alhajeri) were holding private sector roles with non-ministry related 

activities. 

Commercíal Attachés Offices reinforce economic ties and developing commercial 

relations between the Kingdom and the countries. Their objective is to set out commercial 

relations between the Kingdom and its offices. The Saudi Arabian General Investment 

Authority (SAGIA) is comprised of 13 board members with only one from the private sector 

"to attract quality investments by fostering a pro-business environment recognized for 

efficiency, quality services, seamless delivery by sought after professionals"17
• SAGIA has 

signed agreements 18 with a number of countries to form business councils. According to the 

14 lnformation on Kuwait Direct lnvestment Promotion Authority can be found at http:/ /www.kfib.com.kw 
15 Board of Directors profile can be found at http://www.kfib.com.kw/Committee.aspx 
16 Law No. 116 available at http://www.kfib.eom.kw/pdf/pdf/A.pdf 
17 The Saudi Arabian lnvestment Authority (SAGIA) website located at http:/ /www.sagia.gov.sa/en/SAGIA 
18 Royal Decree No. 5/b/10744 dated 07/06/1422 AH aimed to expedite the establishment of Saudi-foreign 
business councils, funded by businessmen from both sides in order to serve the Kingdom's objectives, and 
article 
No. (37) of the Chambers of Commerce, based on the Royal Decree No. (M/6) dated 30/04/1400 
AH ... describing the importance of the role played by Saudi-foreign business councils. 
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"Laws and Regulations Projects"19
, a platform of Public Participations submitted through an 

electronic portal allows anyone who registers the ability to contribute to the decision process. 

The Public Authority for Investment Promotion & Export Development (PAIPED)20 

was established pursuant to Sultani Decree No. 40/74. Ithraa, is the same ministry agency that 

provídes companíes free and confidential assistance to help identifY benefits to choosing Oman 

as a business location, to simplify the process of intemational trade from Oman, or to setup an 

Oman-based firms for international export markets. The goal isto "develop and maintain a 

valuable network o f partners worldwide to attract investment and create jobs for Omanis" and 

to "help existing and new Omani companies increase exports and expand the visibility oftheir 

business in the global marketplace"21 • The laws pertaining to the establishment of the 

investment promotion agency were not available, however the Board ofDirectors22 comprised 

of eíght members. The Chairman Dr.Salem Ben Nasser Al Ismaily, along with two members, 

Mr. Saad Moosa Al Juneibi and Mr. AbdulRazak Ali Issa, held the title ofCEO for state banks. 

Therefore the private sector membership for Oman is zero. 

Qatar Investment Promotion Department (IPD)23 is the official department entrusted 

with catalyzing the growth and development of Qatar's economy by attracting corporate and 

private investors and by stimulating the growth of foreign direct investment. H.E. Sheikh 

Ahmed bin Jassim AI Thani is the Minister ofEconomy and Commerce in 2013. Although an 

organization chart was posted on the website, no information was posted regarding the 

19 Laws and Regulatfons Projects of MCI of Kingdom of Saudi Arabia can be found at 
http :f /me i .gov .sa/ e n/LawsRegu lat ion s/P a ges/LawsReg u lati onsP r o gects .a spx 
20 lnformation on the Public Authority for lnvestment Promotion & Export Development is available at 
www.paiped.com 
21 Quoted from lthraa, information available at https://ithraa.om/EN/Pages/Home.aspx 
22 Board of Directors for lthraa (PAIPED) at https:f/ithraa.om/EN/AboutUs/Pages/BoardOfDirectors.aspx 
23 lnformation on the Qatar lnvestment Promotion Department is available at 
http :/ /www .mec.gov .qa/ e n/ d epa rtm ents/ Admin _ Econom icAffairs/busin ess-development-an d-i nvestment
promotion/Pages/default.aspx. 
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composition ofboard membership and ifthere exists any missions executed internationally for 

their clients and investors abroad. Therefore private sector membership for Qatar is zero. 

The Nationallnvestment Commission (NIC)24 was established in 2007 where Iraq aims 

to entice investors into lraq and oversees projects ata federal and strategic levei. The NJC is 

directed by the Board o f Directors comprised o f nine members appointed by the President and 

the Council of Ministers. There existed a Chairman, a Deputy Chairman, four General 

Directors, and three private sector members. 

The General Investment Authority (GIA) was established in 1992 by Yemen as the 

national agency for the promotion and facilitation of investments. The new investment law25
, 

passed by Parliament and approved and signed by the President, will amend Law No. 2226 with 

plans to reshape the GJA with a higher levei of private sector participation in its Board of 

Directors. They have a Board of Directors27 comprised of 12 members from each ministry. 

Therefore the private sector membership for Yemen is zero. 

6.3.2 Agency Structure 

O f the countries sampled, we distinguish between the ministries and the autonomous 

agency to determine who had higher FOI per capita result. According to Morisset, "FDI flows 

are significantly lower in countries where the IPA is part o f a ministry". 

Is the Investment Promotion Agency (IP A) a part o f a Ministry (i. e. Ministry o f 

Economics and Commerce), or is it an autonomous(joint public-private institution? 

24 1nformation on lraqi Nationallnvestment Commíssion is available at http://investpromo.gov.iq/ 
25 Yemen Going Forward page is available at http://investinyemen.org/mcontent.php?langid=2&pageid=8 
26 1nvestment Law No. 22 of 2002, Section IV, Article 27 at www.yemenembassy.org/economic/eng_law.pdf 
27 Article 29 of lnvestment Law No. 22 
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IPA entity ownership FOI per capita 
2012, us 

United Arab Emirates Department of Economic Development $1,043.04 
Kuwait Minister of Commerce and lndustry $883.73 

Saudi Arabia Council of Economic and Development Affairs $430.65 
Oman Ministry of Commerce and lndustry $313.75 
Qatar Ministry of Economy and Commerce $159.43 

lraq Regional Prime Minister and Council $104.36 
Yemen Prime Minister and Council $-0.59 

Toble 7. Lego/ strvcture of Promotionol Agencies 

There were no countries that had established an autonomous agency or joint public-

private institution, for promotion offoreign investments. Each agency reported into a Ministry. 

The Abu Dhabi Council for Economic Development (ADCED) Board ofDirectors was 

appointed28 by H.H. General Sheikh Mohamed bin Zayed AI Nahyan, the Crown Prince of Abu 

Dhabi, Deputy Supreme Commander of the UAE Anned Forces and Chairman of the Abu 

Dhabi Executive Council29 . The ACDED collaborates with the Department of Economic 

Development (DED) and the General Secretariat of the Executive Council to implement the 

Abu Dhabi Economic Vision 2030 that embodies tbe ambition and leadership of our 

Government. Sheikh Mohammed bin Rashid AI Maktoum, Vice President and Prime Minister, 

Ruler of Dubai, issued a law30 establishing the Dubai Lnvestment Development Agency (Dubai 

FDI31 ) which will be affiliated to the Department of Economic Development in Dubai, to 

review and analyze the investment climate and identify opportunities and impediments to 

growth. The federal system32 includes the Supreme Council (elected President H.H. Sheikh 

28 Resolution No. (40) of 2010 issued July 2010. 
29 lnformation available at https://www.adced.ae 
30 Article 12 dictates that preferential advantages, including incentives and exempt ions, be granted for 
investment projects in areas including infrastructure, industrial, social, educational an d healthcare. 
lnformation available at http://www.arabianbusiness.com/dubai-sets-up-new-agency-drive-investment-
53679S.html 
31 lnformation on Dubai FOI can be found at http:/ /www.dubaifdi.gov.ae/ 
32 Political Syst em of UAE includes Executive Councils in separate Emlrates. Abu Dhabi, has its own central 
governing organ, the Executive Council under which there are a number of separate departments, equivalent 
to ministries. A number of autonomous agencies also exist with clearly specified powers. These include the 
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Khalifa bin Zayed AI Nahyan for the 2nd term as ofNovember 2009), the Council ofMinisters 

(the Cabinet), a parliamentary body in the form ofthe Federal National Council and the Federal 

Supreme Court, which is representative of an independent judiciary. The way in which the 

crowned prince is seated in each respective executive council, each executive council and 

department of economic development is essentially collaborating with Department of 

Economic Development to accomplish unified national goals carefully managed by the state. 

Although the reporting I ines are ata department levei, because each crowned prince resides at 

the local executive council as well as the Supreme Council, there is a direct link between the 

highest leveis of reporting structure in the Arab Emirates. 

The Kuwait Direct lnvestment Promotion Authority (KDIPA) was established in 2013 

under the Law No. 116 of2013 for the Promotion ofDirect Investment in the State ofKuwait 

to drive and coordinate Kuwait's local and foreign direct investment agenda. KDIPA is the 

successor to the former Kuwait Foreign Investment Bureau, a division under the Ministry of 

Commerce & lndustry that was established in accordance with the Law No. 8 for 2001 

Regarding the Regulation ofDirect Investment ofForeign Capital in the State ofKuwait, which 

was repealed by Law No. 116 o f 201333
• Article 5 states that the board o f directors is to be 

chaired by the Relevant Minister, currently Dr. Yousef Mohammed Abdullah AI Ali, the 

Minister of Commerce and lndustry. 

The Saudi Arabian General lnvestment Authority (SAGIA34) has been established 

under the Council ofMinisters Resolution No. 2 dated 142111/5 H corresponding to 2000/10/2 

G. headed by the king, Salman bin Abdel-Aziz ai-Saud, as Prime Minister as of January 2015. 

Environmental Agency- Abu Dhabi, Abu Dhabi Tourism Authority, Abu Dhabi Authority for Culture and 
Heritage and Health Authority- Abu Dhabi. The Dubai Executive Council, established in 2003, has similar 
functions with a similar pattern of municipalities, departments and autonomous agencies (also in Sharjah and 
Ajma n) . I nformation available at http:/ /www.uaeinteract.com/government/political_system.asp 
33 Laws and Regulations on Kuwait Direct lnvestment Promotion Authority can be found online at 
http://www.kfib.eom.kw/userfiles/KDIPA%20guides.pdf 
34 Resolution can be found at the Saudi Arabian Generallnvestment Authority website at 
http://www.sagia.gov.sa/en/SAGIA/What-We-Do/ 
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The Council of Ministers ís the national government which exercises both executive and 

legislative. SAGIA is a governmental body that reports to the Saudi Council o f Economic and 

Development Affairs (formerly called the Supreme Economic Council), with it's headquarter 

in the city of Riyadh. The Kingdom's five-year plan sets a number of objectives which the 

Ministry of Commerce and lndustry carries out in cooperation and coordination with the 

concerned agencies. The Saudi Commercial Attaché is part o f the Saudi Arabian Ministry o f 

Commerce and lndustry [ working] with other Saudi government entities such as Saudi Exports 

to promote Saudi products35
. Since assuming the throne in early 2015, King Salman has been 

making radical changes by sidelining previous power-brokers and elevating his closest 

relatives36
• There is massive reshuffling in the state owned oil company, most notably by 

having the king's favorite son as the chairman ofSaudi Aramco. Recent events gave itselfthe 

name "Riyadh Reshuffle'm. In the midst of conducting this research, the current structure 

suggests a reporting link that will be stronger than the former regime but remains the same 

reporting structure into the 22 member Council ofMinisters. The expected impact from recent 

reshuffles will be felt in 3-5 years to come. 

The Sultanate ofüman, Ministry ofCommerce and Industry had the "Publíc Authority 

for Investment Promotion & Export Development" (PAIPED)38
, established pursuant to 

Sultani Decree No. 40/74, comprising three directorates general: D.G. of Commerce, D.G. of 

Industry and the Ministry office. The jurisdictions under the Sultani Decree No. 102/2005 to 

promote and develop commercial, industrial and mining relations with other countries, enhance 

35 lnformation on the Saudi Commercial Attaché can be found at 
http:// me i .gov. sal e n/ attach e/ usa/P ages/Trade-Shows-an d -Co nfre nces. a spx 
36 Business lnsider information at http://www.businessinsider.com/the-saudi-arabia-monarchy-is-bringing-up
its-younger-generation-2015-2 
37 The Washington lnstitute Policy Analysis can be found at http://www.washingtoninstitute.org/policy
analysis/view/shift-in-saudi-oil- leadership 
38 lnformation on the Public Authority for I nvestment Promotion & Export Development is available at 
www.paiped.com 
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cooperation with regional and international organizations by participation in trade fairs, 

exhibitions and conferences to represent the Sultanate in relevant events39
. 

Qatar Investment Promotion Department (IPD) is a division of the Ministry of 

Economy and Commerce. Article 12 of Amiri Decree No (16) of 200940, defines Qatari 

Ministry ofBusiness and Trade responsibility under the Ministry ofEconomy and Commerce. 

The National Investment Commission (NIC) reports directly to the Council ofMinisters 

in Iraq41
. Under the Investment Law, regions and provinces have the right to establish 

investment commissions with annual independent budgets allocated from the State. The 

regional investment commission reports to the Regional Prime Minister and Regional Council 

(Article 5.6). The Council of Ministers which can draft laws into legislation, who in turn 

reports directly into the Council of Representatives of Iraq, the main legislative body. Ali 

Ministries report to the Council of Ministers. Under the Constitution, draft laws shall be 

presented by the President ofthe Republic and the Council ofMinisters (Article 60) the Council 

ofRepresentatives enacts federallaws (Article 61). The Council ofMinisters plan and execute 

the general policy and general plans of the State and oversee the work o f the ministries and 

non-ministry departments (Article 80)42. 

The establishment of a General Investment Authority (GIA) has accountability to the 

Prime Minister ofYemen, with the head office shall be in Sana'a and it shall have branches in 

locations within the Republic designated by the Prime Minister43• 

39 MOCI in Brief at https://www.moci.gov.om/wps/portai/MoCI/MOCI%20home/About/Profile/ 
40 lnformation on the Qatar lnvestment Promotion Business Development and lnvestment Promotion 
Department can be found at http:/ /www.mec.gov.qa/en/about-mec/Pages/MEC-Description.aspx 
41 lnvestment Law No 13 Chapter 2 Article 4. 
42 lraqi Constitution available online at http://investpromo.gov.iq/policies-and-lawsjiraqi-constitution/ 
43 lnvestment Law No. 22 OF 2002, Section IV, Article 27 can be found at 
www.yemenembassy.org/economic/eng_law.pdf 
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6.3.3 Policy Advocacy 

The efficiency of its investment agencies can be measured by how governments and 

private sector bring about positive and mutual benefit. Countries that devote more resources 

to policy advocacy improve trade and industry and enhance its promotional activities, which 

lead to more generation ofinvestment. Ofthe countries sampled, a determination ofhow policy 

advocacy was deployed was measured by the number of reforms between agencies and their 

private sector in a span of 5 years. According to Morisset, "expenditures on policy advocacy 

are at the top o f the list of highest returns". The report examined the extent of association o f 

FOI flows and IPA activity and used a lag oftwo to five years44
• 

How much insütutional reform demonstrates a mutually beneficia/ investment 

environment? 

Policy reforms (easier I more FDJ per capita 
difficuft) between 2010-201545 2012,US 

United Arab Emirates 15 easier, O more difficult $1,043.04 
Kuwait 3 easier, 2 more difficult $883.73 

Saudi Arabia 8 easier, 2 more difficult $430.65 
Oman 4 easier, 2 more difficult $313.75 
Qatar 5 easier, 1 more difficult $159.43 

Jraq O easier, 1 more difficult $104.36 
Yemen 4 easier, 2 more difficult $-0.59 

Toble 8. Policy reforms between yeors 2010-2015 mode eosier ar more di/ficult 

UAE made 15 reforms ali ofwhich improved or strengthened its business environment. 

Starting a business was made easier by merging the requirements to file company documents 

and to obtain a trade license, abolished the minimum capital requirement and simplified 

documentation requirements for registration, improved its credit information system by 

enhancing access to credit and requiring that financiai institutions share credit information, and 

44 See Annex section on the study which calculated t he yield of FDI lnflow (Morisset, 2004). 
45 "Ease of Doing Business in the Arab World" report analyzed reform from year 2010 to 2015, see full Reform 
tables in the Annex section. 
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established a federal credit bureau under the supervision of the central bank. The country 

strengthened investor protections by introducing greater disclosure requirements for related

party transactions in the annual report and to the stock exchange and by making it possible to 

sue directors when such transactions hann the company. 

Other countries Saudi Arabia made ten (I O) reforms but two refonns made the business 

environment more difficu lt by making electricity more expensive and by increasing the number 

of documents needed to export and import. Qatar had six (6) policy reforms but two ofthem 

made starting a business more difficult by adding a procedure to register for taxes and obtain a 

company seal, and secondly, by increasing the time and cost to process building permits. 

Kuwait had five (5) policy reforms but two ofthem made starting a business more difficult by 

increasing the commercial Jicense fee, and secondly, by increasing the minimum capital 

requirement to start that business. Oman created only six (6) improvements to starting a 

business and easier access to credit however one reform that enacted a new income tax Jaw. 

Yemen created four (4) improvement reforms and Iraq made zero positive business refonns. 

7 Overview of Results 

Highly industrialized countries target foreign oil investors but compete for FDJ in 

multiple ways. They use technical capabilities, advertising themselves on their abilities, 

productivity, and sophistication. At the same time, they work to increase their market growth, 

gaining favorable GDP growth while stabilizing intlation rates and current accounts. The 

finding has demonstrated that, whilst ali these characteristics are acceptable and necessary 

endeavors, a countries most prevalent activity to attracting FOI is Theory 3, through 

promotional activities using policy advocacy. 

Theory 1: Nations attracts foreign investments to industrialize and build technological 

accumulation to innovate and upgrade in order to remain competitive. 
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• The results indicate that Qatar should receive the highest FDI based on its Global 

Competitiveness scoring of5.28 in Productivity (Technological Readiness) and 4.71 in 

Innovation. It ranked fifth place (out of7) in the highest FOI inflow, therefore, it was 

not found empirical verification for this theory. 

• Kuwait is second lowest in competitiveness scores, but managed to receive the second 

highest FOI inflow of the sampled countries. An elaboration is provided in the 

discussions section. 

Theory 2: Nations put forth effort to increase the market environment by generating 

market growth. 

• The results indicate that Qatar should receive the highest FOI based on the market 

indicators. GOP per capita, and Política! Stability is the highest, and Inflation is normal 

at 1.86%. Again, Qatar ranked fifth place (out of7) in the highest FDI inflow, therefore, 

it was not found empirical verification for this theory. 

Theory 3: Countries tbat focus on promotional activities through tbe use of policy 

advocacy receive more foreign direct investments. 

• Ali promotional investment agencies belonged to a Ministry. 

• The results indicate that UAE had direct reporting !ines, the highest percentage of 

private sector board membership, and the highest number of positive (improved or 

made easier) policy reforms, and therefore had the highest levei of FOI per capita. 

Therefore, it was found to be empírica! verification for this theory. 

• Direct reporting Iinks to the President or Prime Minister were found in lraq and Y emen, 

but they both received lowest amounts of FDJ. The impact on national capabilities and 

market climate make these countries the least yielding in FOI inflow, even with higher 

leveis offuel exports. Countries with few attractive qualities (poor investment climates 
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or low industrialization) are better served with improving these conditions rather than 

spending resources on promotional activities. 

The United Arab Emirates demonstrated its ability to implement promotional activities as 

outlined by Theory 3 by attracting FOI through promotional activities. This lends itselftowards 

obtaining mutually beneficiai policy reforms that made doing business in the country easier. 

Although the Arab Emirates was rated second to Qatar as far as technical readiness, innovation 

and market climate, the UAE demonstrated effective diversification strategies and maintained 

competitive FOI attraction strategies utilizing lPA's around the world to avoid a resource 

dilemma. 
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8 DISCUSSION 

A country is compelled to supply itselfwith technical capabilities and create an attractive 

market investment climate to effectively enable their promotional agencies to market their 

country. Earlier we focused on the necessity of diversification when fuel exports constitute a 

significant portion of export revenues and its eventual peril towards resource dilemma. lraq 

and Yemen have structured their promotional agencies similar to that ofthe UAE, but a good 

marketing plan necessitates a good product. A lack of good products effectively preclude any 

marketing activities. Attracting FOI using its natural resources were an automatic given and 

when lraq and Yemen were removed due to their fundamental necessity of improving their 

investment climate, there is an associated relationship between promotional activities and FOI 

inflow on the remainder of countries (UAE, Kuwait, Saudi Arabia, Oman, and Qatar). The 

data indicates that by having ali the characteristics in promotional activities, ora combination 

ofthem, each country was able to respectively yield a relative amount ofFOI suggesting that 

when all promotion activities are deployed, a country can reach its optimal performance. 

Kuwait held the second highest percentage of private sector representation and yielded the 

second highest returns. And although Saudi Arabia had direct reporting !ines and one private 

sector member, the country produced the second highest number of positive policy reforms 

suggesting that private sector membership has more to do with FOf inflow (as such in Kuwait) 

than it did with direct reporting tines. Subsequently, Oman and Qatar had no direct link to the 

President or Prime Minister, and no private sector members, with a lower number ofpositive 

policy reforms, yielding correspondingly lower FOI returns. The sampled countries followed 

a pattern where more implementation of promotional activities resulted in higher FDI inflow. 

Therefore having ali promotion activities, ora combination ofthem, yielded an amount o f FOI 

inflow that was respective to the levei o f promotional activity implementation. 
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Reiterating Morisset, an effective investment promotion agency is associated with "Strong 

reporting mechanisms to the highest politicallevel contribute to increasíng the IPA 's visibility 

and credibility and thus reinforce effectiveness in attracting FDI. The effectiveness of IPAs is 

enhanced when the agency reports to a supervisory board that includes representatives o f the 

private sector". Expenditures on policy advocacy are at the top o f Morisset's list of highest 

returns ofFDl inflow. Private sector participation allows for adequate visibility amongst high 

ranking officials to understand issues faced by investors, and governments to target policy 

reform that yield higher FOI inflow. Constructive identification ofbusiness issues with private 

sector membership and the ability to influence the investment climate using direct reporting 

I ines to execute policy reforms was best demonstrated by the United Arab Emirates in attracting 

FOI among the sampled countries for Theory 3. 

8.1 The Necessity of Industrialization 

Before we turn to the resource curse and diversification, we note an important process 

of industrialization for Oman. Oman exported 83% fuel and held a normal inflation rate of 

2.9% in 2012 with a political environment score of62.08 (out of 100). Oman is best served at 

increasing innovation capabilities (WEF score 3.44 is below average if "4'' was deemed 

average) in order to compete and distinguish itself from other gulf nations. For now, the 

PAIPED investment agency appeared more focused on building up national capabilities and 

the investment climate than at attracting foreign investors from around the world. Due to its 

5.5 billion barreis of remaining proven reserves, what matters most for this country is the 

"catchup" period, or as Lall would sometimes reference, the potential mismanagement of it. 

At a WEF special meeting on September 29, 2014, Azzan AI Busaidi, director general o f 

research studies and e-services said46
, "Our future competitiveness will depend 

46 Sep 29, 2014: lthraa joíns 500 global business leaders at WEF in Turkey 
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on ... developing talent and making Oman an attractive location for international companies". 

Once this "catchup" phase is managed efficiently, promotional agencies can execute a country 

strategy of building specific talent and capability to create uniqueness in their market. 

Nonetheless, MNE's will continue to seek out national capabilities that conveniently suit 

company criteria when going abroad andas a result, Oman received one-third ofFDI per capita 

than UAE in 2012. 

8.2 The Necessitv of Diversification 

Recall nations that fali victim to "resource curse" when resource endowed governments 

focus less on sustainable growth and spend more time appeasing to the citizens of the state. 

While fuel exports offers an opportunity to industrialize and accumulate technology, "countries 

that remain in a position where the oi! sector continues to dominate the economy, few would 

survive in a post-era world" (Hvidt, 20 I 3). Diversification is not only a mitigation of risk and 

cautionary measures, but also a matter of state survival. The Arab Emirates relied on its large 

oil and natural gas resources to support its economy since UK independence in 1971. Between 

1978 and 1979, the country exported 92-95% fuel of total merchandise with a gradual and 

intentional decline. In 2012 UAE has managed to export 33%47• Whilst one ofthe ten largest 

oi! and natural gas producers in the world, non-oil GDP accounted for nearly 50.3% of the 

emirate' s total economy while the oi! GDP amounted to 49.7% in 2010 (Emirates 24/7, 2012). 

The UAE continues a determined policy of economic diversification that ensures non-oil 

sectors account for 69%48 ofGDP, with oil supplying the rest. Abu Dhabi's Economic Vision 

http:/ jwww. ti mesofo ma n .co m/N ews/ 40678/ Article-1 th raa-joins-500-glo ba 1-bu sin ess-1 e a d ers-at-WEF- in
Turkey 
47 Sourced from OPEC annual statistical bulletin, 2014. Organization of the Petroleum Exporting Countries for 
2012 
48 Economic Diversification plans at http://www.uaeinteract.com/business/economy.asp 
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203049 and Dubai's Strategic Plan 2021 50 are leading diversification to increase investment in 

industrial and other export-oriented sectors, including heavy industry, transport, 

petrochemicals, tourism, information technology, telecommunications, renewable energy, 

aviation and space, and oil and gas services. At the federal levei, the UAE is pursuing its 

Vision 2021 51
, which aims to place innovation, research, science and technology at the center 

of a knowledge-based, highly productive and competitive economy. UAE's geography and 

also strategic investments in airports and ports allow themselves to engage in foreign trade and 

become an important trading hub connecting regional markets to the rest ofthe world. GDP 

growth from 2008 to 2012 highlights the separation and independence from fuel exports. 
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Figure 3. Five year periad of Fuel exports versus GDP growth in United Arab Emirates 

Source: World Bank, 2012. See Annex for ali fuel exportíng countríes. 

lraq is 100% comprised of petroleum exports, and fortunate to be one o f the top tive 

countries that have the highest proven oi! reserves. Geographically, low accessibil ity to sea 

routes forces Iraq to adopt a different model than that of UAE. lnarguably lraqi development 

49 Abu Dhabi's Economic Vision 2030 available at http://gsec.abudhabi.ae 
50 Dubai's Strategic Plan 2021 available at 
http://www .d u ba i.ae/ en/Businesses/pages/ default.aspx?category=Businesses 
51 2021 Vision available at http://www.vision2021.ae 
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has suffered from unique shocks to the economy with the Iran-Iraq War (1980-88), the Gulf 

War(l990-91), and the 2003lnvasion (dubbed "Operation Iraqi Freedom" bythe US). Kuwait 

is heavily dependent on petroleum exports, at nearly 60% its gross domestic product and about 

94%6 of export revenues. While Iraq had a direct reporting line to the Prime Minister and 

Kuwaít's IPA reported to the Ministry of Commerce, both countries had a low number of 

positive or beneficiai policy reform. Kuwait's necessary suspension ofthe "offset program" 

was to attract foreign investors, but is still pending approval. This burdened foreign companies 

which obtained large government contracts to invest in the local economy. 

Despite Kuwait' s moderate technical readiness and innovations, as well as an average 

investment climate, the country received more FDI than ali other countries except for the UAE. 

The contrast that Kuwait and UAE demonstrates is that with almost the same amount ofnatural 

resources (104 bbls in Kuwait versus 97.8 bbls in UAE), and similar geographic access to ports 

by sea and land routes, we can see the positive impact and continued success in a post-oil era 

by diversification in the Arab Emirates. Establishing a direct link might allow Kuwait to be 

better positioned for diversification programs that require using institutional capital. 

As for Yemen which exports 89.48% offuel in 2012, with an average ofroughly 93% 

since 1995, Morisset stated that where investment climates still need cultivating, little effort 

should be focused on promotional activities where endeavors are typically expensive and risky 

with no guarantee of associated variations of FDI inflows. In the case of Iraq and Yemen, 

promotional activities would be ineffective and focus should be on improving the climate. 
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8.3 The Advantages of Institutional Capital 

United Arab Emirates ranks52 the highest amongst the Western Asian countries at #22 

out of 189 countries. They highlight the need for a competitive knowledge economy, 

sustainable environment and infrastructure, anda safe and fair judiciary with a cohesive society 

with preserved identity. Vision 2021 translates well into globally recognized benchmarks in a 

document called the National Agenda53 to achieve higher leveis oftransparency. For example 

"Ease ofDoing Business In" goal isto be ranked number I in many sub indicators, "Net lnflow 

ofFDl as% ofGDP" target is 5%, "Global Competitiveness lndex" isto be among the top ten 

leading countries, and the target list goes on. Through legal and administrative actions, they 

attract companies with Jow bureaucracy, no tax, no tariff, state o f the art infrastructure, high 

security, open trade and labor policies, services to business, transport and logistics hub, while 

at the same time allowing nationals to enjoy "land and property ... and statutory particípation in 

businesses usually run by expatriates" (Gelb, 20 I 0). Economic Intelligence Unit predicts GDP 

growth in the UAE in 2019 at 3.8% and states the loan/deposit ratio was 98% in November 

2014 maintains a moderate monetary policy so that credit growth remains in check during 

2015-16 as weaker oil prices continue to drag. Government personality and institutional 

meaning is shown in its political conduct. Sheikh Khalifa bin Zayed ai Nahyan (and emir of 

Abu Dhabi) has the backing ofthe other six emirates and power will remain concentrated with 

little risk to succession. Democratization is slow but there is also low discontent amongst 

citizens largely due to its vigilant and carefully managed economic planning. There is high 

emphasis on their people, focus on security, health, education, and infrastructure for their 

nation. Economic development is thoughtfully cared for by allowing private ownership yet the 

5~ Economies are ranked from 1 to 189 by the "Ease of Doing Business in the Arab World" rankings. Se e Figure 
1.2, page 7. 
53 UAE National Agenda can be found at 
http://www.vision2021.ae/sites/default/files/national_agenda_summary_english.pdf. 
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pathway to private growth is overseen by state owned enterprises or directly invested using 

state investment agencies. Abu Dhabi rolled over $20 billion in financiai support to Dubai in 

the 2009 debt crisis in order to reduce uncertainty, similar to that ofthe US government bailout 

during the mortgage crisis. They have dealt with Arab Springs by neutralizing uprisings in 

arder to prevent instability (73.45 política! stability index in 2012). Country strategists know 

that businesses avoid uncertainty and appreciate the predictability of kingdoms. In any 

environment, mutual respect can be formed between govemment and the private sector in arder 

to build trust and confidence. Natural resources are entrusted to the relevant govemmental 

ministries and the gains are owed to their citizens. In this way, governments wield their wands 

to enhance their own means, but at the same time develop a cognition and esteem for private 

sector gains. Hence, policy advocacy and economic reform was shown to be the strongest 

product o f institutional capital. 

The United Arab Emirates offer a transparent plan to diversification, with an 

understanding that collaboration and policy reform granting the country stronger institutional 

capital. To measure institutional capital, we can use Morisset's agency characteristics as the 

intangible driving forces that guides subsequent events. These events pennit a strategy to be 

adjusted promptly if not initially functioning. An adequate promotional agency reporting 

structure and a higher percentage o f private sector board membership lead to policy advocacy 

which determine those adjustments that eventually result in policy reform. These measures 

lend itself to catalog a country's ability to wield institutional capital, and influence investors 

for FDI inflow. Through these indicators, we now have a possible method to Jocate the root 

cause for a lack o f FDI inflow - or, the inability to yield higher FDI inflow beca use o f a lack 

o f institutional capital. 
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8.4 Institutional Collaboration 

Public and private sectors are not always well coordinated. Govemments develop 

policies in areas that are important for competitiveness, such as education, yet they do so 

without considering the specific needs of companies, such as skilled workers. At the same 

time, businesses often fear long-term and risky investments such as R&D or infrastructure. lf 

concerns such as these are discussed, debated, and agreed, their joint investments could result 

in higher societal gains. Effective public-private collaborations "count on clear targets and 

evaluation frameworks, the parties must share objectives and build strong and capable 

institutions to design and implement the projects, and enabling regulatory environments must 

be in place"54 stressing high importance on strong leadership in both the public and private 

sectors as well as "clear vision and effective communication is needed to overcome the main 

obstacle: lack of trust between the parties" (World Economic Forum, 2014). Studies have 

shown that collaboration and trust are key to boosting competitiveness for both countries and 

multinational fim1s. Not only is trust and honesty emphasized in order to maintain loyalty, 

honesty is expected in a brand, and transparency is indispensable (Moisescu 2009; Peng, 2009; 

Peterson, 2006; WEF, 2014). 

In 2012 Saudi Arabia exported 88.45%, teetering along at 89% o f fuel exports since 

1995. Economic development has been state led where economic activity has relied upon 

public sector spending tightly linked to the income from oil and gas. "The word 'privatization' 

is not mentioned anywhere ... the private sector contribution to GDP is almost 60 per cent, [but] 

this does not indicate that the economy is market driven" (Hvidt, 2013). A lack of private 

sector involvement is dueto the lack of a well-functioning business environment attributable 

to its narrow economic reforms. Given its country size and the time elapsed to develop 

54 Global Competitiveness Report 2014·2015, World Economic Forum. Box 4, page 42. 
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institutions since World War II, Saudi Arabia still has rising unemployment and low leveis of 

living conditions. According to the Economic lntelligence Unit, "the government appears 

reluctant to reduce its role in the economy" with an expected increase in budget spending while 

attempting to reduce the public-sector wages. A massive void of skilled workers along with 

the government placing a maximum working week and raising the minimum wage causes many 

businesses to suffer and the EIU predicts the occasional appeasements by offering concessions 

to deal with the backlash. Labor market efficiency could be improved with its growing number 

of young people and the possibility ofusing female talent. Efforts to organize public investor 

suggestions via online portal with only one private sector on the board may not produce 

synergy, where both parties may not be fully maximized. A higher percentage o f private sector 

representation could be a potential gap for Saudi Arabia given its count of policy reform 

compared to the UAE. The current state of collaboration between the government ministries 

and the private sector in Saudi Arabia could be the cause for fewer policy reforms and a root 

cause for lower FOI inflow in 2012. 

The most contrasting part ofthis research was to understand why Qatar was surpassed 

by the Arab Emirates. With similar diversificatíon plans and percentage offuel exports, Qatar 

offers an excellent country to compare the difference o f institutional capital. Qatar is equally 

successful at reducing its reliance on oil and gas revenues around 25% ofGDP by 20 1555. In 

2012, Qatar exported 48.93% oftotal merchandise in fuel. The Qatar National Vision 203056 

clearly states a vision o f economic development using its four pillars called "Suitable Economic 

Diversificatíon". They intend to enhance the role of the private sector, expand industries 

derived from hydrocarbon, promote economic activities in which Qatar can specialize (human 

55 Amirah ismail, M ichael Fiamenbaum, and Kimberiy Doyle, page 12 
56 The Qatar National Vision 2030 avai lable at 
http://www.gsdp.gov.qa/portal/page/ portal/gsdp_en/ qatar_national_vision/qnv_2030_document/QNV2030_ 
English_ v2.pdf 
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or technology), usmg a knowledge based economy of innovation, entrepreneurship, and 

excellence in education. Through its various ''Thjnk" campaigns, Qatar has reformed itself to 

be branded as the "educational hub in the region" (lsmail, 2011) . lt is cited many times in 

Vision 2030 that the country is propelling itself into a niche manufacturing and financiai hub, 

possibly as a method to compete against United Arab Emirates. Based on available internet 

content, Qatar did not appear to focus on the implementation of global investment agencies 

similar to those of UAE Trade Offices or Saudi Arabia' s Commercial Attaché' s to explain 

national investment opportunities. Despite similar diversification plans, Qatar received lower 

FOI per capita than most other nations albeit higher capabilities anda more attractive economic 

climate. Of the countries sampled, Qatar is advantaged with the highest política! stability 

(92 .71 out of 100), the highest GDP per capita ($92,632.68), and is scored highest in terms of 

global competitiveness within the pillars of technical readiness and innovation, and normal 

inflation and account balances. Yet there were only five policy reforms between 2010 and 

2015 that made doing business easier in Qatar. The reason might be due to the reporting 

structure, with no direct link established to the Prime Minister, Abdullah bin Nasser al-Thani, 

nora direct link to the Head of State, Sheikh Tamim bin Hamad ai Thani. No private board 

members were found in order to surface visibility to issues that arise from daily business 

activities and investments. Where there is lower collaboration between investors and 

governments, there is fewer econom i c reform, and less attraction o f investments from abroad. 

9 CONCLUSION 

In this research, we seek to identify which activities are key to attracting the most 

amount of foreign investment. How does a nation obtain and maximize foreign direct 

investment, and compete for multinational business investors? Countries that have more focus 
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on promoting investment activities tend to seek out more foreign direct investments by making 

the business environment easy to operate and do business in. The United Arab Emirates 

accomplished this environment through Supreme Council accountability and credibility in its 

collaboration the Oepartment of Economic Development using promotional agencies across 

the world, equipped with appropriate leveis of visibility by enhancing policy advocacy and 

reform through private sector membership. FDI inflows (per capita) were not a result of 

country capabilities, as shown with Qatar, nor was it achieved with attractive marketplace 

indicators where again, Qatar possessed the highest GOP per capita but lower amounts ofFDI 

inflow. We saw that marketing activity necessitates national capabilities and a growing 

investment climate in arder for promotional efforts to be successful; such as the case of Iraq 

and Yemen. Also, a combination of agency reporting structure yielded a respective amount of 

FOI inflow. In the case of Kuwait with private sectors members but no direct Iink, FOI was 

higher than in Saudi Arabia where there existed a direct Iink with one private sector board 

member. Without institutional capital, a country is more likely to experience a resource curse 

and it becomes more difficult to diversify. 

At the beginning of this research we wanted to explain how countries become rich. 

They first get there by ensuring steps towards industrialization and diversification making it a 

more robust and attractive business environment. Not ali choose industrialization as a country 

strategy, and therefore decide to invest in more service-oriented sectors. With this, we 

recognize that there are many other types ofvalue added theories, such as creating educational 

and innovative hubs, that were not stated in this study. Based on this review, countries that 

advocate for foreign investments use direct reporting !ines to the highest levei ofpolicy makers 

(Executive Council, President, or Prime Minister), and in turn continually improves the overall 

investment climate to further promete national productivity and innovation. With appropriate 

promotional implementation measures, a country can compete effectively to build credibility 
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among a targeted group of investors that pour in capital for technological accumulation. 

lnstitutional capital, as Peng, Hvidt, and Gelb describe, reduces uncertainty in the marketplace 

and structures fair competition in a well-functioning private sector. Institutional capital must 

coexist with constant upgrade for growth and stabilization. lnstitutional meaning induces 

purpose for its businesses, the citizens, and investment strategists and reinforce perceptions of 

investment risk. Not only do countries have to focus efforts on productivity and competitive 

innovation, but they must foster a marketable environment, reduce uncertainty, and ensure that 

the country is growing in a diverse and sustainable manner. Governments wield institutional 

capital by its collaboration efforts. 

to RECOlVJJ.\1ENDATIONS 

Morisset's theory found that promotional agencies yielded higher FDJ inflows 

operating as autonomous bodies, separated from the government ministries. I f this research 

sample were expanded, it might include agencies that did not belong to a ministry to determine 

i f this structure yielded higher FDl returns. This might reveal that developing countries may 

need to transition IPA 's outside ofa Ministry ora Department in the near future. However, it 

could be reasoned that in arder for policy advocacy to be effective, the reporting structure might 

be necessary to obtain adequate policy reform. It is difficult to envisage an effective 

promotional agency when the very individuais who can affect change do not have direct 

oversight ofthe agency that is effected by the change. Tbese reforms may not even be possible 

ifhigh officials did not feel the need to reinforce accountability, or that credibility diminishes 

when the relationships are detached from the Ministry or Department. lf this study was 

extended to include non-ministry agencies, it would further enhance the findings of this 

research. 
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Additionally, it would be exciting to follow a small state that has recently discovered 

oil, and to monitor the trend from industrialization and diversification, to productivity and 

innovation, towards a processo f self-sustainability, ultimately finding itself competing for FDI 

in a wider breadth of non-oil industries. Recent oil discoveries in any of the Pacific or 

Caribbean islands or even new oil concessions, such as the case in Mexico where this was 

closed, would revolutionize the way institutions have to prepare itselffor incoming wealth that 

stipulates the need for careful planning. 

On a wider perspective, the discussions section also opens up further research on 

country vision, branding, and collaboration as components of attracting FDI. As Peng 

described, institutional meaning is the informal and cultural norms and values o f an institution 

that acts to create a certain attitude o f the country environment. The "social glue" concept 

frequently applled to consumer marketing helps to achieve "social integration when we 

purchase and use brands that are socially desirable in a group we want to join" (Keinan, 2008). 

This community is interconnected by social similarities that glue them together by offering 

suppott to one another, making them feel as part of a larger group than on their own. The 

ability o f a government to foster this desire for brand community can be used in pursuit ofFDJ. 

Amirah Ismail, Flamenbaum, and Doyle studied Qatar' s strategic moves to enhance its national 

brand and often cited that Qatar is bold in its political movements in order to help brand itself 

beyond its oil and gas, actively gaining soft power though its massive viewership on AI-Jazeera 

with "aggressive hyper-diplomacy" (Ismail, 2011). lfwe wanted to assess the levei ofcohesion 

between public/private institutions, we could use the marketing concept of social glue. A 

country must install institutional meaning for its citizens and foreign investors, which is a 

vision and a brand that people can follow. It necessitates having a personality using brand 
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resonance57 and energy58
, the perception of motion and direction, a key component of 

influencing people that are willing to come along (Keinan, 2008; Gerzema, 2008). It would be 

worthy to research political leadership in the context of visioning and branding in the global 

economic marketplace. 

57 Keínan, Anat and Jíll Avery díscuss how brands carry meanings, culture, stories, ímages, and identity. The 
Brand Resonance Pyramid begins with Salience, then Performance and lmagery, Judgement and Feelings, and 
finally Resonance. For more information, read " Understanding Brands". 
58 John Gerzema discuss a new metríc that captures movement and energy of a brand that includes Vision, 
lnvention, and Dynamism. Forfuther information, he may be reached atjohn.gerzema@yr.com. 
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13ANNEX 

13.1 List of top 15 countries witb proven oil reserves in 2012 

1. Saudi Arabia 

2. Venezuela, RB 

3. Canada 

4. Jran, 1slamic Rep. 

5. lraq 

6. Kuwait 

7. United Arab Emirates 

8. Russia 

9. Libya 

1 O. Nigeria 

1 I. Kazakhstan 

12. United States 

13. Qatar 

14. China 

15. Brazil 

Source: Energy lntelligence Agency, November 2014 
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13.2 List o f top 15 countries producing oiJ in 2012 

1. Saudi Arabia 

2. United States 

3. Russia 

4. China 

5. Canada 

6. Iran 

7. United Arab Emirates 

8. [raq 

9. Mexico 

10. Kuwait 

11. Brazil 

12. Nigeria 

13. V enezue1a 

14. Qatar 

15. Norway 

Source: Energy lntelligence Agency, November 2014. 



13.3 Concentration of Exports 

1 lraq 0.98 

2 Angola 0.97 

3 Azerba ijan 0.87 

4 Libya 0.82 

5 Co ngo 0.81 

6 Nigeria 0.78 

7 Saudi Arabia 0.76 

8 Kuwait 0.74 

9 lran {lslamic Republic of) 0. 68 

10 Brunei Darussalam 0.66 

11 Major pet roleum and gas exporters: Deve lopinE0.65 

12 Venezuela (Bolivarian Republic of) 0.64 

13 Yemen 0.59 

14 Oman 0.54 

15 Algeria 0.54 

16 Su dan 0.53 

17 Qatar 0.52 

18 Uni ted Arab Emirates 0.43 

19 Trinidad and Tobago 0.37 

--=======:;---

Source: UNCTAD, 2012. Knoema Data Atlas. Foreign Trade Visualization. Accessed on 
02 April, 20 14. 
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The concentration index shows how exports and imports of individual countries or group of 

countries are concentrated on severa! products or otherwise distributed in a more homogeneous 

manner among a series o f products. 



13.4 Diversification lndex 
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A country's diversification index is a measure on whether the structure of exports (by product) 

o f a g iven country differs from the structure of product ofthe world. The visual representation 

shows the countries in green, namely Kuwait and lraq, having the highest concentration of one 

export product compared to the country in red, namely United Arab Emirates, having the least 

concentrated exports of one product. 
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13.5 Reforms from 2010 to 2015 (Doing Business in the Arab World - sampled 
countries) 

08 
Catego_ry year Economy Reform 

In lraq start ing a buslness became more expensive beca use of an 
increase in the cost to obtain a na me reservation certlficate and ln the 

Starti'lg a New Business 082012 lraq cost for lawyers to draft articles of associat ion. 

Kuwait made starting a business m ore diffícult by increasing t he 
Startin_g_ a New Business 082015 Kuwait commercial license fee. 

Kuwait made st arting a business m ore difficult by increasing t he 
Starting a New Business 082014 Kuwait minimum capital requirement. 

Kuwait strengthened investor protections by making it possible for 
minority shareholde rs t o requ est t he appolnt ment of an aud itor to 

Protecting_Minority_lnvestors 082014 Kuwait review the company' s activíties. 

Kuwait reduced the t ime requi red f or customs clearance by improving 
Trading Across Borders 082010 Kuwait administrative procedures and staff training. 

Kuwait enhanced its insolvency process by introducing a new legal 
procedure that enables fi nancially distressed companies on the verge 

Resolving I nsolvency 082010 Kuwait of lnsolvency to restructure. 

Oman enacted a new income t ax law that redefined the scope of 
Paying Taxes 082012 Oman taxation. 

The one-st op shop in Oman in t roduced online com pany registratlon 
Starti l"lg a New Business 082012 Oman and sped up t he process to reglster a business f rom 7 days to 3 days. 

Oman made starting a business easier by int roducing online na me 
Starting a New Business 0 82010 Oman registration and payment at t he registry w it h a prepaid card. 

Oman improved access to credit information by guaranteeing 
Getting Credit 082013 Oman borrow ers' right to inspect t he"1r personal data. 

Oman improved access to credit info rmation by guaranteeing 
Gettlng Credit DB2013 Oman borrowers' right t o inspect t hei r personal data. 

Oman made paying taxes easier for companies t hrough a new tax law 
Paying Taxes 082010 Oman modernizing the tax regime and simplifying procedures. 

Qat ar made starting a business easier by combining commercial 
registration and registration w ith the Chamber of Commerce and 

Starting a New Business 082012 Qatar lndustry at t he one-stop shop. 

Qatar made starting a business more difflcult by adding a procedure t o 
Starting a New 8uslness DB2011 Qatar register for taxes and obtain a company seal. 

Oealing with Const ruction Qatar made dealing w ith construction permits more difficult by 
Perm its 082012 Qatar increasing the t ime and cost to process building permits. 

Qatar made paying taxes easier for companies by eliminating certain 
Paying Taxes 0 82014 Qatar requirements associated with t he corporate income tax return. 

Qat ar reduced the t ime t o export and import by int roducing a new 
online portal allowing electronlc submission of customs declarations 

TradingAcross Borders 082013 Qatar for clearance at the Ooha seaport. 

Saudi Arabia made starting a business easier by bringing t ogether 
representatives from the Oepartment of Zakat and lncome Tax and t he 
General Organization ofSociallnsurance at the Unified Center to 

Starting a New 8usiness 0 82012 Saudi Arabia regíster new companies with thei r agend es. 

Saudi Arabia made starting a business easier by introduclng a one-stop 
center at t he M lnistry of Commerce t hat merged registration 

St arting a New 8usiness 082010 Saudi Arabia procedures and simpllfied publicat ion requlrements. 

Dealing wlt h Const ruct ion Saudi Arabia made dealing w ith construction permits easier for the 
Permits 0 82011 Saudi Arabia second year in a row by introducing a new, stream lined process. 

Saudi Arabia made dealing with construction permlts less t ime 
consuming by introducing a 1-day permitt ing procedure that enables 

Oealing with Construction builders to obtain a t emporary building permit allowing them to begin 
Permi ts 082010 Saudi Arabia construct ion af ter 1 day and a final building permit after 1 week. 

Saudi Arabia made getting electricity more expensive by increasing t he 
Getting Electr icity 082013 Saudi Arabia connection fees. 

Saudi Arabia made paying taxes easier for companies by introducing 
Paylng Taxes 082013 Saudi Arabla online filing and payment syst ems for social security contributions. 
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Saudi Arabia made trading across borders more difficult by increasing 

Trading Across Borders 082014 Saudi Arabia the number of documents needed to export and import. 

Saudi Arabia reduced the time to import by launching a new container 
T radinJ; Across Borders 082011 Saudi Arabia terminal at the Jeddah lslamic Port. 

Saudi Arabia ma de enforcing contracts easier by expanding the 
computerization of its courts and introducing an electronic filing 

Enforcin.&. Contracts 082013 Saudi Arabia svstem. 

Saudi Arabia speeded up the insolvency process by providing earlier 
access to amicable settlements and putting time limits on the 

Resolving lnsolvency 082011 Saudi Arabia settlements to encourage creditors to participate. 

The United Arab Emirates made transferring property easier by 
United Arab introducing new service centers and a standard contract for property 

Registering Property 082015 Emirates transactions. 

The United Arab Emirates made starting a business easier by 
elimínating the requirement for a company to prepare a name board 

United Arab In English and Arabic after having received clearance on the use of 
Starting_a New Business 082013 Emirates office premises. 

The United Arab Emirates m ade starting <1 business e<1sier by merging 
the requi rements to file comp<lny documents with the Department for 

United Arab Economic Development, to obtain a trade license and to register with 
Starting a New Business 082012 Emirates the Dubai Chamber of Commerce and lndustry. 

The United Ar<1b Emirates ma de starting <1 business easier by 
abolishing the minimum capital requirement and simplifying 

United Arab documentation requirements for registration, including by eliminating 
Starting a New Business 082010 Emirates the requirement to show proof of deposit of capital. 

The United Arab Emirates made dealing with construction permits less 
Dealing w ith Construction United Arab time consuming by improving its online system for obtaining no-
Permits 082010 Emirates oi:Jj_ection certificates, building permits and completion certificates. 

The United Arab Emirates made getting electricity easier by 
United Arab eliminatlng the requirement for site inspections and reducíng the time 

Getting Electricity 082014 Emirates required to provlde new connections. 

In the United Arab Emirates the Dubai Electricity and Water Authority 
made getting electricity easier by introducing an electronic "one 
window, one step" application process allowing customers to submit 

United Arab and track their applications online and reducing the time for 
Getting Electricity 082013 Emirates processlng the applications. 

The Unlted Arab Emirates made transferrlng property easier by 
United Arab increasing the operating hours of the land registry and reducing 

Registering PrDE..erty 082014 Emirates transfer fees. 

In the United Arab Emirates the credit bureau improved access t o 
United Arab credit information by starting to exchange credit information with a 

Getting Credit 082015 Emirates utill!Y. 
In the United Arab Emirates the credit bureau improved access to 

United Arab credit information by starting to exchange credit information with a 
Getting Credit DB2015 Emirates utility. 

The United Arab Emirates strengthened mlnority investor protections 
by introducing additional approval requirements for related-party 
transactions and greater requirements for disclosure of such 
transactions to the stock exchange; by introducing a requirement that 
interested directors be held liable in a related-party transaction that is 
unfair or constitutes a conflict of interest; and by making it possible for 
shareholders to inspect the documents pertaining to a related-party 

United Arab transaction, appoint audltors to inspect the transaction and request a 
Protecting Minority lnvestors 082015 Emirates rescission of the transaction if it should prove to be unfair. 

The United Arab Emirates strengthened investor protections by 
introducing greater disclosure requirements for related-party 
t ransactlons in the annual report and to the stock exchange and by 

United Arab making it possible to sue directors when such transactions harm the 
Protecting Minority lnvestors 082014 Emirates company. 

The United Arab Emirates made paying taxes easier for companies by 
United Arab establishing an online fil ing and payment system for social security 

Paying Taxes 082013 Emirates contríbutions. 

The United Arab Emírates streamlined document preparatlon and 
United Arab reduced the time to trade w ith the launch of Dubai Customs' 

Trading Across Borders 082011 Em!rates comprehensive new customs system, Mirsal2. 
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The United Arab Emirates made trading across borders easier through 
greater capacity at the container terminal in Dubai, elimination of the 

United Arab requirement for a terminal handling receipt and improvements in the 
Tradin_g_Across 8orders 082010 Emirates banking sector reducing t he cost of t rade finance products. 

The Republic of Yemen enacted a new tax law that reduced the 
general corporate tax rate f rom 35% to 20% and abolished ali tax 
exemptions except t hose granted under t he investment law for 

Paying Taxes 082012 Yemen, Rep. investment projects. 

Yemen ma de starting a business more difficult dueto the suspension 
Starting a New Business 082012 Yemen, Rep. of registration services at t he one-st op shop. 

The Republic o f Yemen made starting a business easier by eliminating 
the requirement to obtain a bank account certiflcate for company 

Starting a New Business 082010 Yemen, Rep. registration. 

The Republic o f Yemen improved access to credit information by 
eliminating the minimum threshold forthe loans reported and 

Getting Credit DB2010 Yemen, Rep. _g_uaranteein_B_ borrowers' right to v iew their credit reports. 

In the Republic of Yemen trading across borders became more difficult 
Trading Across 8orders 062015 Yemen, ReJJ. as a result of inefficient port operation. 

The Republic of Yemen reduced the time required for trading across 
borders by implementing a risk-based inspection system and an 

Trading Across 8orders 082010 Yemen, Rep. electronic data interchange system. 
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13.7 Measurement of promotional agency expenditures and associated returns 

According to the Morisset FIAS report, they measured 2008-201 O IPA budgets to determine if 

an additional expenditure of US$60,000 on promotion would yield a US~$5 million increase 

in 20 I 2 FOI amounts. Morisset determ ined "an increase o f 1 O percent in promotion 

expenditures seems to yield a 2.5 percent increase in FOI". A calculation can be executed to 

confirm that any budget increase with 3-5 years !ater impact to FOI inflow to determine if an 

additional expenditure of US$60,000 on promotion yields a US-$5 million increase in FOI 

(page ix). Mosto f policy reform for the United Arab Emirates to be between the years of20 1 O 

through 2015. A research can use 2012 FOI amounts, and compare them to 2008-2010 IPA 

budgets - or more recent dadta, 2015 FOI amounts in comparison to 2011-2013 IPA budgets. 

I. Measure: How much budget is allocated and spent on policy advocacy activities? 

2. Theoretical ground: "Policy advocacy appears to be the most effective function, 

followed by image building and investor service. The Policy Advocacy function 

remains the least favored by most agencies, accounting for only 7 percent of their 

budgets on average, compared to more than 33 percent for investment generation 

activities". 

[$$$] [$$$] 
[$$$) 

IPA Budget and FOI Inflow schedule 

A result would be to confirm that additional expenditures of2008-201 O and 2012 FOI lnflow 

yielded NN .NN%. 



ttGLOSSARY 

ADCED- Abu Dhabi Council for Economic Development 

BBL- Billion Barreis 

BOP- Balance of Payments 

Brunei - Brunei Darussalam, sometimes referred to for brevity 

ElA - Energy Intelligence Agency 

ECB - European Central Bank 

ECR- Export Concentration Ratio 

EPZ - Export Processing Zone 

EU- European Union 

FOI - Foreign Direct Investment 

GDP - Gross Domestic Product 

GNP - Gross National Product 

GIA- General Investment Authority (for Yemen) 

IPA- Investment Promotion Agency 

IPD- lnvestment Promotion Department (for Qatar) 

KBL- Thousands Barreis 

KDJPA- Kuwait Direct lnvestment Promotion Authority 

MNE- Multinational Enterprises 

NJC - Nationallnvestment Commission (for lraq) 

NTC - National Technological Capabilities 

PAIPED- Public Authority for Investment Promotion and Export Development (for Oman) 

RBI - Resource Based lndustries 

R&D- Research and Development 

SAGIA- Saudi Arabia General Investment Authority 
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T &T- Trinidad and Tobago, sometimes referred to T &T for brevity, o r Trinidad 

UAE- United Arab Emirates, sometimes referred to for brevity, or Arab Emirates 

UNCTAD - United Nations Center for Trade and Development 

WEF- World Economic Forum 

WESP- World Economic Situation and Prospects 

WTO- World Trade Organization 
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