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On the eve of world war one new recruits into the British Foreign Office would be 

forced to learn the following: “all actions have consequences all consequences are 

unpredictable therefore take no actions.” For the ordinary people of the Arab world, 

especially the region’s huge population under 25 years of age, the Arab spring is 

simply the most significant reform movement of their life times. But for those local 

leaders tasked with ensuring stability in the gulf region the events of the past year—

popular revolt in Tunisia, Egypt and Libya; anti-regime protests in Bahrain; smaller 

scale unrest in Oman, Kuwait and the oil rich eastern province of Saudi Arabia, as 

well the ongoing quasi civil war in Syria—will bring hugely unpredictable 

consequences that may have significant strategic implications in the future.   

The key question that now needs to be considered is how have these events have 

changed the strategic and security paradigm of the gulf region? In particular there are 

now questions over the US commitment to its long-time allies in the face of domestic 

unrest, as well as a over the direction that china’s strategic engagement with the 

region will take. A re-evaluation of the GCC’s strategic mandate and with it Saudi 

Arabia’s role as a regional power are also now at the top of the agenda. 

The Arab spring had great implications for GCC. The organization was forced to 

quickly develop into a regional military force in defense of status quo.  It sent an aid 
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package of US$20 billion to Oman and Bahrain, as well as over 4000 troops (from 

Saudi Arabia and the UAE) to Bahrain under the banner of Peninsula Shield Force.  

The GCC has also had what I call a NATO moment when, in May, it made a short-

lived proposal for the possible inclusion of Jordan and Morocco in the organization 

despite the fact that neither is geographically eligible (Morocco is 5000 km from 

Saudi Arabia).  The GCC has also looked to expand its reach—the Emir of Bahrain 

has said that the GCC will look to build  ‘multiple bases everywhere in the [Gulf].’  

At the same time it is also looking to diversify defense ties with Indonesia, Malaysia 

and Pakistan. 

All this is important, but none of these moves are as crucial as future measures taken 

to address the domestic socio-economic threat inside the GCC. If there is one thing on 

which there is consensus, it is that the Arab spring was primarily a response to socio-

economic factors.  The first lesson learnt therefore is that domestic stability is vital 

not only for regime survival but also for regional security. So how did the GCC 

address this major challenge?  

The GCC benefited from rising price of oil in response to the turmoil in the Middle 

East during 2011.  At the same time events highlighted a number of pressure points 

for the socio-economic security paradigm in coming years.  

 The vulnerability of oil producers to domestic unrest: during 2011 the crude oil 

price rose by 30%.  But for first time there has been no correlation between 

demand for political reform and the oil price.  In the past protest occurred when 

oil prices were low.  

 The strategic cost to the GCC of spending to buy loyalty: the GCC collectively 

earned US$465 billion from energy revenues in 2010. In 2011, cash handouts, 

wages and pensions all rose in response to the regional crisis. The figures were 
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truly staggering. US $70 billion in Kuwait; US$136 billion in Saudi Arabia; and 

US$8 billion in Qatar in September 2011 alone.  The strategic downside of this 

spending relates to its impact on the “break-even oil price”: In November 2011 the 

IMF estimated that this was now US$80 a barrel in the UAE and Saudi Arabia 

compared to US$30 and US$50 respectively in 2008. By 2015 it is estimated that 

the break-even price of a barrel of oil for Saudi Arabia will be US$110-115 per 

barrel.  As such, the GCC will no longer be in the position to drive down the oil 

price below US$80, as has been its traditional role, for the simple reason that it 

cannot afford to do so. However, the upside of this spending is not that it buys 

loyalty but more importantly that it buys time for reform 

 Any Future global economic downturn leading to a future drop in oil price will 

have dangerous consequences for stability inside the GCC. Kuwait and Bahrain 

are the most exposed as currently 90% and 75% of its revenues are from oil. 

 Poverty is not alone sufficient to explain regime collapse. The GCC states are 

wealthy by international standards.  Qatar is number one in the world on the basis 

of per capita GDP; Kuwait is number 14; the UAE number 18; Oman number 52; 

and Saudi Arabia is number 55. But the Arab Spring showed that wealth in per 

capita terms is not enough for domestic stability. Bahrain was ranked number 19, 

with per capita income at US$24,000 and 7% economic growth per annum at the 

time of its crisis. 

 Directly related to this is the danger of a relative decline in human/institutional 

development as opposed to an absolute decline. This was the lesson of events in 

Egypt, Tunisia, Bahrain, and Libya. The majority of GCC citizens polled believe 

that ‘unemployment and economic demands’ main drivers of the Arab Spring. 

Certainly, the frustration of a youthful population over the lack of opportunities 
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and the inequitable distribution of benefits of growth will become even more 

challenging in a region where 50% of the population is under 15 years of age. For 

the non-oil gulf, the fundamental problem is that population is growing faster than 

their economies can support. For the oil-rich gulf the fundamental problem is a 

lack of private sector development and the gap between skills and needs. In Saudi 

Arabia, for example, almost 50% of graduates hold degrees in religious studies. 

 Addressing the ‘democratic deficit’. It is no longer enough to measure political 

solely in terms of voting rights. No less important is how governments address 

constitutional development; freedom of press; anti-corruption measures; 

transparency and human rights.  In these terms domestic political reform is a 

major security issue for the gulf.  A decade ago Bahrain led the way in political 

reform.  In 2002 it launched a new constitutional and bicameral national 

assembly. Qatar held municipal elections in 1999 and introduced a new 

constitution in 2003.  Oman held direct elections to an assembly in 2000 and 

introduced universal suffrage in 2003.  In Saudi Arabia there was an expansion of 

the consultative council in 2001 and 2005 and 2005 also saw the first municipal 

elections in 40 years.  Kuwait introduced female suffrage in 2005 and the UAE 

held limited elections to a national council in 2006. However, since then reform 

has slowed and reversed across the GCC as evidenced in the case of Bahrain 

where there was a boycott of the 2002 elections; fraud allegations at 2006 

elections; and the arrest of opposition activists in 2010 elections. 

In the face of these challenges the GCC must maximize the opportunities it has to 

develop its intangible infrastructure.  This refers to knowledge-driven areas of 

education; healthcare; technology/innovation; financial service; business services as 

well as the over-arching socio-economic factors such as the rule of law, a strong and 
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transparent institutional framework; the integrity of intellectual property rights. These 

are a society’s unseen assets—they may not appear on a balance sheet—but they 

reduce feelings of inequality and lead to more prosperous and stable society.  

Intangible infrastructure development achieves this by contributing to the 

development of human capability; diversifying growth; increasing productivity; 

improving competitiveness; and fostering the efficient growth of business activity, in 

particular, entrepreneurship. 

The role of intangible factors in driving economic growth is increasingly supported by 

empirical evidence [For example, the Foreign Policy/AT Kearney Globalization Index 

and the report ‘Intangible Infrastructure-the key to growth’ published by Credit Suisse 

First Boston in 2009]. 

Intangible Infrastructure development is in contrast to physical infrastructure—power 

generation, construction, transportation etc.  The tangible and the intangible are 

sometimes difficult to distinguish. For example, the Internet; energy production; 

computer software; AND biochemical research are dependent on good tangible 

infrastructure. Good telecoms rely on the quality of wires, and the mobile systems 

carrying information, as well as the people having the knowledge and skills to use it. 

But development also depends on intangible infrastructure. A foreign company will 

not invest just because it can move into a modern, well-designed building. It also 

wants to be sure its investment is safe from corruption, bureaucracy and political 

instability and that there is a good pool of skilled labor to draw upon. 

 

The GCC countries are an excellent example of how investment in physical 

infrastructure can bring quick rewards including a modern transport system; hi-tech 

energy producing facilities; and state of the art manufacturing centers.  The GCC has 
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also invested heavily in and cities and urbanized areas. Though it is only home to 

10% of the Arab population its citizens have incomes at least five times higher than 

their fellow Arabs. In 2010 Kuwait had the 4
th

 most millionaires in the world as a 

proportion of population; Qatar was 5
th

 and the UAE was 6
th.

  

GCC citizens are also better educated that the rest of the Arab world: gross enrollment 

ration for primary, secondary and tertiary education is 80% for the GCC and 70% for 

rest of Arab world. The literacy rate is 87% in GCC and 71% in rest of Arab world. 

The GCC is also more connected. It has 650 mobile phone subscribers per 1000 of 

population. The rest of the Arab world has 150 per 1000. GCC citizens are also 3 

times more likely than rest of the Arab world to have an Internet connection. The 

GCC economies are also more globalised. It exports goods and services at twice the 

percentage of GDP as the rest of Arab world. It has lower tariffs and attracts more 

FDI than other Arabs. While its sovereign wealth funds have created an ‘aristocracy 

of liquidity’ and have been key players in responding to the global financial crisis. It 

is estimated that by 2025 GCC economies will in top 5 economic blocs in the world.  

The GCC’s economic success has been due to its capacity to produce capital and then 

transfer it into infrastructure home and abroad. But going forward the key is 

sustainable development. This requires a combination of greater educational 

attainment; investment in the latest technology; speed up process emerging economies 

‘catch up’ through entrepreneurial activities.  This requirement has been addressed at 

the highest levels of policy-making going back a decade. In 2001, Mohammed 

Alabbar, director-general of Dubai department of economic development put it like 

this: “Liberalization, privatization and transparency, coupled with a strong emphasis 

on human resources development through education programs for the younger 

generation—this is the way forward”. In 2005, Crown Prince Mohamed 
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acknowledged that knowledge and culture were the key strategic sectors of 

diversification for Abu Dhabi. Speaking at the Doha Forum in 2010, the Emir of 

Qatar went into more detail. The “fundamental basics” vital to domestic development 

were the rule of law, democracy, stability, development and innovation, access to 

education, a commitment to promoting female participation in the workforce, and 

investment in sustainable growth.  

So far there has been headway made in some of these areas.  According to World 

Bank the GCC outperforms rest of Arab world o  measures of regulatory quality. In 

2011 Qatar announced plans for the first national data privacy legislation in the Arab 

world intended to include specific provisions on sensitive personal information such 

as details about religious affiliation or medical conditions. In the area of e-goverment 

Bahrain and the UAE lead the way. A 2010 UN e-government survey ranked Bahrain 

13
th

 out of 192 countries worldwide.  

But real challenges remain in the technology sector, as well as in the areas of 

education, healthcare, finance and business services. Across the GCC there is a need 

for computer literacy at an earlier age; a reduction in the high cost of Internet access; 

new approaches to censorship, especially the over-aggressive blocking of sites places 

gulf businesses at a disadvantage. Moreover, across the Arab world the starting point 

was very low in developing science and technology, higher education and innovation. 

The GCC needs to build research capacity as future prosperity depends on the 

development of knowledge economies that can compete globally to attract Foreign 

Direct Investment and create jobs. Qatar and Saudi Arabia lead the way in investment. 

In 2011, 25% of the Saudi budget will go to education. They are followed by the UAE 

and Oman. All share an aspiration to build a world-class research culture in a short 
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space of time. In some areas they also aspire to world leadership. But they are starting 

from a very low base. According to data from the  

Statistical, Economic and Social Research and Training Centre for Islamic Countries 

(SESRTCIC), only 5 GCC universities make it into the top 84 universities in Muslim 

countries world-wide for citations in leading journals between 2004 and 2006. An 

upswing in new patent filings correlates directly with a better stock market 

performance in emerging economies but according to SESRTCIC data on applications 

for patents, along with the number granted between 1997 and 2005 Saudi Arabia was 

the only GCC country represented with 613 applications (of which 552 were filed by 

non-residents and 43 were granted). This is compared to 385,642 applications filed 

from the US between 2000-05.  

To  improve on statistics like this the GCC states are looking to develop new 

universities, in association with, or as branch campuses of, leading research 

universities. The growth in this area explains in part the doubling of the number of 

universities across the GCC between 2002 -2009. Abu Dhabi can boast NYU Abu 

Dhabi, the Sorbonne, and INSEAD, as well as Zayed university and the higher 

colleges of technology. Qatar is home to Education City, the largest enclave of 

American universities overseas, with 6 branch campuses of prestigious American 

universities. Another part of GCC strategy is building Science and Technology parks 

to ensure that appropriate research is brought to market—Masdar City in Abu Dhabi 

and Technology City in Qatar (Qatar science and technology park) are two notable 

cases. These parks provide facilities, commercialization support programs, tax 

incentives for international companies to develop new technologies in partnership 

with the city’s universities, and as an incubator for start-up ventures. 
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The GCC states are also looking to develop an entrepreneurial culture. In November 

2010, 2,000 budding and established entrepreneurs met to celebrate Arab 

entrepreneurship 2010 in Dubai. The event was launched as a meeting place for the 

region's entrepreneurs and its objective was to make Arab governments aware of the 

importance of an entrepreneurial class that has the potential to contribute to job 

creation via SME’s, help with diversification away from energy and reduce the 

percentage of the population in public sector. 

But there are still major obstacles to creating a suitable entrepreneurial culture in the 

GCC. According to Global Entrepreneurship Monitor (GEM) these obstacles include 

laws do not help businesses and need streamlining with a greater degree of 

transparency; a lack of easily accessible credit for investment; a lack of support for 

commercialising inventions and research; the right skills and training, a patronage 

culture and a highly paid public sector. 

If developed correctly entrepreneurship sector that maximizes the opportunities 

provided by intangible infrastructure development can impact positively on two key 

strategic political priorities in the GCC—bringing woman into, and nationalizing, the 

workforce. There are a disproportionate number of expatriates in the workplace. This 

is economically unsustainable, threatens the fabric of local culture and society and 

reduces the opportunities for indigenous development. By 2000 expatriates accounted 

for 90% of the UAE’s workforce and 70% of population; 84% of Kuwait’s workforce 

and 66% of its population; 82% of Qatar’s workforce and 67% of its population; 62% 

of Oman’s workforce and 28% of its population; 62% of Bahrain’s workforce and 

39% of its population. This has not changed greatly over the last decade. Women in 

the GCC are at least as well educated as men. They have higher literacy rates and 

make up a larger proportion of recent university graduates. In the UAE for example, 
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69% of all university graduates are female, but they only make up 12% of the 

workforce. It is vital for well-educated female population to be fully integrated into 

knowledge economy. This will help create a “virtuous spiral”, go some way to 

helping nationalize the workforce; and build up a reservoir of highly skilled and 

highly qualified citizens.  

All this will contribute to the central security challenge faced by the GCC in future 

years—maintaining stability through opportunities, a fair distribution of wealth and 

prosperity at home.  

 

 


