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Energy Sector Diversification: Meeting Demographic Challenges in the MENA Region

Executive Summary

ountries in the Middle East and North

Africa (MENA) region are expected to

witness a substantial growth in popula-
tion over the next three decades.! Many of the hydro-
carbon-rich nations in this region will need to meet a
commensurate increase in job demand. This report
focuses on four nations that are predominantly reliant
onthe oiland gas sector: Saudi Arabia, the United Arab
Emirates (UAE), Kuwait, and Algeria. In all four nations,
the majority of the local population is employedin the
public sector, which, in the long term, will become eco-
nomically unsustainable. In order to meet the growing
job demand, these nations must both diversify their
economies beyond the energy sector and expand their
energy sectors beyond hydrocarbons. Doing so will
create important employment opportunities in new
industries.

Saudi Arabia, the UAE, and Kuwait all have strategies
in place that, if followed, could pave the way towards
a diversified knowledge-based economy. Algeria, on
the other hand, is at a crossroads. Even as it is under-
going a political transition, the transition can create
opportunities for the new government to change the
country’s course and push economic reforms that are
not only aimed at lowering the current unemployment
rate but also at making the private sector more entic-
ing. Additionally, all four nations will need to take steps
to increase female participation in the workforce by
easing current restrictions and making labor laws more
favorable towards women.

The energy sector plays a large role in the economies
of all four nations. This sector has a critical role to play
in efforts to diversify the economy and teach skills
that will be beneficial in the future or can be applied
in other sectors as well. Moreover, all four nations also
have sovereign wealth funds that either play, or can
play, a key role in diversifying the economy, strength-
ening existing industries, and helping to create new
industries altogether. This report offers the following
recommendations on how these four nations can work
towards meeting demographic challenges inrelation to
the economy, specifically the role of the energy sector:

® Governments can strengthen the private sector
through increased foreign investment and by
incentivizing entrepreneurship through reforms
that open up the economy and make it more
lucrative for investors.

® Governments can create laws and support
structures that encourage women to work and
increase female participation in the workforce.

® Opportunities should be provided to teach skills
and impart knowledge relevant to the job market
that will also be relevant in the future.

® Lessons should be learned from the experience

of the energy sector and leveraged to achieve
successes in other areas. For example, the state-
owned oil and gas companies have successfully
set up a structure that allows them to not only
invest in their employees but also take care of
the community by offering health care services,
education, and more.

1 “MENA Generation 2030,” UNICEF, April 2019, https://www.unicef.org/mena/media/4141/file/MENA-Gen2030.pdf.
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Energy Sector Diversification: Meeting Demographic Challenges in the MENA Region

Introduction

he demographics of the MENA region are

ataninflection point, and population trends

will have profound implications for the econ-
omies of each state. The population across the region
is currently estimated to be close to 449 million;? two-
thirds of the population is under the age of twenty-four,
according to the World Bank.? According to the United
Nations, the population in the MENA region is expected
to nearly double to 724 million by 2050.% If current
demographic trends continue, the region will need
to create more than 300 million jobs by 2050.5 Given
global efforts to decarbonize the energy system, the
MENA region must diversify the economies of states
that depend primarily on oil revenue and—in many
cases—create employment opportunities in entirely
new sectors.

A low standard of living and lack of job opportunities
were the primary drivers of the Arab Spring pro-de-
mocracy uprisings that erupted in the region in 2011.
The uprisings toppled regimes in some nations, while
sparking civil war in others. Still others experienced pro-
tests, but eventually subdued them. Demographics was
a significant factor in the Arab Spring. The youth gave
voice to their economic frustrations and used social
media to organize protests. Without necessary reforms,
thereis a high likelihood that some nationsin the MENA
region could find themselves engulfed in turmoil. This
is already the casein Irag and Lebanon, where citizens,
especially the youth,® have taken to the streets to pro-
test corruption and a lack of good job opportunities.

The protesters’ demands have included good gover-
nance and health services. Lebanese Prime Minister
Saad Hariri and Iraqgi Prime Minister Adil Abdul Mahdi
both resigned from office in the face of these protests.”

For many countries inthe MENA region, hydrocarbons
are the main source of revenue. While these countries
have used oil revenue earned from decades of high oil
prices to provide subsidies to their citizens, this practice
is not sustainable in the long term. A sharp decline in
global oil prices in 2014 created a new reality for these
oil-dependent economies; it demonstrated the need
for a diversified economy.

This report focuses on the economies and demo-
graphic trends in four members of the Organization
of the Petroleum Exporting Countries (OPEC): Saudi
Arabia, the UAE, Kuwait, and Algeria. While Algeria is
very different politically, historically, and geographi-
cally from the Arab Gulf countries mentioned in this
report, its inclusion is important as this North African
nation is both projected to witness significant demo-
graphic changes in the coming decades® and is a key
hydrocarbon economy.

While on one hand, the projected population growthin
each of these countries could lead to political instabil-
ity, it could, on the other hand, support economic shifts
away from hydrocarbons. All four countries are depen-
dent onrevenue from the hydrocarbon sector and, with
the exception of Algeria, all have put plans in place to

2 “Middle East & North Africa - Population, total,” World Bank, accessed October 26, 2019,

https://data.worldbank.org/region/middle-east-and-north-africa.

3 Ferid Belhaj and Rabah Arezki, “A Moonshot for the Middle East and North Africa,” World Bank, October 3, 2018,
https://www.worldbank.org/en/news/opinion/2018/10/03/a-moonshot-for-the-middle-east-and-north-africa.

“MENA Generation 2030,” UNICEF, April 2019, https://www.unicef.org/mena/media/4141/file/MENA-Gen2030.pdf.

ul

“The Middle East & North Africa: From Transition to Transformation,” World Bank, April 2019,

http://pubdocs.worldbank.org/en/581981554997154795/mena-from-transition-to-transformation-book.pdf.

6 Tamara Qiblawi and Mohammed Tawfeeq, “Young Iragis and Lebanese aren’t just demanding better societies. They're creating them at protest sites,”
CNN, November 7, 2019, https://www.cnn.com/2019/11/06/middleeast/irag-lebanon-youth-protests-intl/index.html.

7 Laurel Wamsley, “Lebanon’s Prime Minister Hariri Resigns After Weeks of Protest,” NPR, October 29, 2019,
https://www.npr.org/2019/10/29/774356174/lebanons-prime-minister-hariri-resigns-after-weeks-of-protests?t=1577180728045; “Iraq unrest:
Parliament approves PM Abdul Mahdi's resignation,” BBC News, December 1, 2019, https://www.bbc.com/news/world-middle-east-50619997.

8 “MENA Generation 2030,” UNICEF, April 2019, https://www.unicef.org/mena/media/4141/file/MENA-Gen2030.pdf.
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A man carries a girl holding a balloon depicting the Algerian flag during a protest to demand political change and the departure of
the ruling elite, as Algeria prepared for a presidential election, Algiers, Algeria, April 12, 2019. Source: REUTERS/Ramzi Boudina

diversify their economies. In Algeria, a new government
has the opportunity to implement pivotal economic
reforms that could change the course of the nation.
However, this government will first need to establish
its legitimacy following an election in December 2019
that witnessed voter turnout of less than 40 percent?®
and whose outcome sparked protests.©

Saudi Arabia, the UAE, and Kuwait have all made
strides towards economic diversification and have
articulated economic goals in strategic plans—Vision
2030 (Saudi Arabia);" Vision 2021 (the UAE);? and
National Development Plan, also known as New Kuwait
(Kuwait).”® These three countries and Algeria will face
challenges as they seek to diversify their economies
and address the economic aspirations of their young
populations.

9 Merrit Kennedy, “Algeria Elects A New President In Controversial Election,” NPR, December 13, 2019,
https://www.npr.org/2019/12/13/787789940/algeria-elects-a-new-president-in-controversial-election.

10 "Algeria election: Fresh protests as Tebboune replaces Bouteflika,” BBC News, December 13, 2019,

https://www.bbc.com/news/world-africa-50782676.

11 “Vision 2030,” Government of the Kingdom of Saudi Arabia, last updated December 2019, https://vision2030.gov.sa/en.
12 “Vision 2021,” Government of the United Arab Emirates, accessed December 24, 2019, https://www.vision2021.ae/en.

13 “New Kuwait,” Government of Kuwait, accessed December 24, 2019, http://www.newkuwait.gov.kw/home.aspx.
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Political Trends,
Demographics, Education,
and Employment

he demographic projections for the MENA
region and the need to create 300 million
jobs by 2050 are imperatives that loom over
Saudi Arabia, the UAE, Kuwait, and Algeria. All four
countries are working towards diversifying their econ-
omies. Despite some progress on this front, the state-
owned oil and gas sector is the predominant public
sector employer and the main source of revenue for
each state. This section provides an overview of the
demographic trends in each of the four countries,
and examines population growth, population by age
and gender, unemployment statistics, and education
levels. It then connects these trends to the hydrocar-
bon sector by examining public and private employ-
ment by gender, as well as statistics on expatriates,
both skilled and unskilled, working in these countries.

Major political trends

Igeria was not immune to the Arab Spring, but the
government subdued demonstrations by early
2012. At the time, oil prices were around $100 per barrel.
This madeit relatively easy for then President Abdelaziz
Bouteflika to increase public sector employment and
expand subsidies without instituting any real reform.™

In February 2019, however, Bouteflika’s decision™ to
seek afifth termin office reignited protests, forcing the
president to resignin April.’® The presidential electionon
December 12, 2019, attracted a low turnout—less than
40 percent of eligible voters showed up to vote—and
brought a Bouteflika loyalist,” Abdelmadjid Tebboune,
to power. Tebboune was also close to and the favorite

Foreign workers take a break during lunch at a building site in Kuwait City, Kuwait, October 21, 2013.
Source: REUTERS/Stephanie McGehee

14 Youcef Bouandel, “Algerians have learned the lessons of the Arab Spring,” Al Jazeera, March 6, 2019,
https://www.aljazeera.com/indepth/opinion/algerians-learned-lessons-arab-spring-190305111758425.html; Thomas M. Hill, “Will Algeria’s Protests
Lead to Change and a Second Arab Spring?,” United States Institute of Peace, March 13, 2019,
https://www.usip.org/publications/2019/03 /will-algerias-protests-lead-change-and-second-arab-spring.

15 “Bouteflika seeks fifth term as Algeria’s president,” BBC News, February 10, 2019, https://www.bbc.com/news/world-africa-47190300.

16 Adam Nossiter, “Algerian Leader Bouteflika Resigns Under Pressure From Army,” New York Times, April 2, 2019,
https://www.nytimes.com/2019/04/02/world/africa/Abdelaziz-Bouteflika-resigns.html.

17 Merrit Kennedy, “Algeria Elects A New President In Controversial Election,” NPR, December 13, 2019,
https://www.npr.org/2019/12/13/787789940/algeria-elects-a-new-president-in-controversial-election.
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TABLE 1

Estimated Total Population and Population Growth

Percentage growth Percentage growth
By 2030 compared to 2018 By 2050 compared to 2018

Algeria 42,228,429 48,822,000
Kuwait 4,137,309 4,197,000
Saudi Arabia 33,699,947 39,480,000
United Arab 9,630,959 11,055,000

Emirates

15.61% 57,437,000 36%

1.44% 5,644,000 36.41%
17.15% 45,056,000 33.70%
14.80% 13,164,000 36.70%

SOURCES: World Bank’s DataBank for 2018 figures and UNICEF for 2030 and 2050 figures.

candidate of Algeria’s de facto leader, army chief Gen.
Ahmed Gaid Salah.”® Until at least late December 2019,
unrest has continued with protesters demanding that
the current political establishment be swept away inits
entirety.” Given the situation, Tebboune will first need to
establish legitimacy before his government can under-
take economic reforms. Salah’s unexpected death on
December 23, 2019, just two weeks after the elections,
added a surprising twist to Algeria’s current situation,
and it remains to be seen how protesters will respond
and to what extent the army will give Tebboune free
reign to run the country without Salah at the helm.2°

Like Algeria, Saudi Arabia, Kuwait, and the UAE
addressed the Arab Spring unrest by announcing an
increase in social spending; some also changed gov-
ernments. In March 2011, Saudi Arabia announced that
it would spend $120 billion on public goods, includ-
ing education, housing subsidies, and pensions.?' In
the years following the Arab Spring, protests in Saudi
Arabia centered on concerns over sectarian disenfran-
chisement rather than economic anxiety.

In Kuwait, the emir, Sheikh Sabah al-Ahmad Al Sabah,
replaced then Prime Minister Sheikh Nasser al-Moham-
med Al Sabah in November 2011 and dissolved parlia-
ment. Elections in February 2012 boosted the Islamic
opposition’s numbers in parliament.??

While the UAE did not experience street protests during
the Arab Spring, its government increased spending on
public goods, especially welfare benefits and salaries
for public sector employees. It also expanded the elec-
torate from 6,000 members to close to 130,000 mem-
bers (all UAE nationals)? for Federal National Council
elections.>* At the same time, however, the government
tightened restrictions on free speech and the media,
and imprisoned activists who called for a more liberal
political system and a fully elected parliament as was
noted in national media.?®

The economic situationin all four countries was better
during the Arab Spring, with oil prices around $40
higher than they are today. Between the economicreal-
ity of lower oil prices and growing populations, revenue
from the hydrocarbon sector alone will not be enough
to address citizens’ needs in the long run.

Demographic trends and expatriate
contributions to local economies

Currently, the majority of the population in each of
the four countries is between the ages of fifteen
and sixty-four. The zero to fourteen age bracket is in
not far behind in terms of size (Figure 1). This means
that the vast majority of the population is at a work-
ing age or will be within the next decade or so. In addi-
tion, as shown in Tables 1and 2, Saudi Arabia, the UAE,

18 “Algeria election: Fresh protests as Tebboune replaces Bouteflika,” BBC News, December 13, 2019,

https://www.bbc.com/news/world-africa-50782676.
19 lbid.

20 Adam Nossiter, “General Who Was Algeria’s De Facto Ruler Dies, Leaving a Power Vacuum,” New York Times, December 23, 2019,
https://www.nytimes.com/2019/12/23/world/africa/algeria-general-gaid-Salah-dies.html.

21 “A Climate of Change,” the Economist, July 13, 2013, http://www.economist.com/sites/default/files/20130713_arab_spring.pdf.
22 “Arab uprising: Country by country - Kuwait,” BBC News, December 16, 2013, https://www.bbc.com/news/world-19401680.
23 “Elections in 2011,” Majlis Watani Itihadi (Federal National Council), United Arab Emirates, November 16, 2011,

http://archive.ipu.org/parline-e/reports/arc/2333_11.htm.

24 Christopher M Davidson, “The United Arab Emirates: frontiers of the Arab Spring,” Open Democracy, September 8, 2012,
https://www.opendemocracy.net/en/united-arab-emirates-frontiers-of-arab-spring/.

25 “The Arab Spring country by country,” the National, June 17, 2011, https://www.thenational.ae/world/the-arab-spring-country-by-country-1.401358;
Christopher M Davidson, “The United Arab Emirates: frontiers of the Arab Spring,” Open Democracy, September 8, 2012,
https://www.opendemocracy.net/en/united-arab-emirates-frontiers-of-arab-spring/.
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TABLE 2

Projected Population Growth by Age in 2030 and 2050 (in Thousands)

5-17 years

2030 = [ = o
Algeria 1,881 1,802 5,705 5,478 16,284 15,966 2,214 2,309
Saudi Arabia 1,370 1,332 3,872 3,771 16,368 11,850 1,598 1,008
UAE 233 224 587 575 6,555 2,673 353 137
Kuwait 151 145 419 403 2,095 1,526 195 130
050 T
Algeria 2,011 1,919 4,931 4,713 18,414 17,822 4,695 5,061
Saudi Arabia 1,299 1,262 3,299 3,210 16,640 13,333 4,181 3,335
UAE 270 259 689 663 4,297 3,151 1,076 730
Kuwait 167 160 418 402 2,165 1,630 455 430

SOURCE: UNICEF.

Kuwait, and Algeria are expected to witness a popula-
tion growth between 33 and 37 percent by 2050 com-
pared to 2018 population estimates. More new jobs will
need to be created in the first half of the century given
that the majority of the populationis projected to be at
aworking age between 2030 and 2050. Demographic
and economic statistics for the Arab Gulf countries
include expatriates who come to these countries in
search of jobs. The Arab Gulf countries tend to rely
heavily on expatriates, so much so that in the case of
the UAE and Kuwait expatriates account for more than
half of their entire populations at all economic levels
(Figure 2). Algeria, on the other hand, has barely any
expatriatesinits labor force.

The Arab Gulf has depended on expatriates for decades.
However, these countries have restrictions on grant-
ing citizenship to foreigners. Saudi Arabia, the UAE,
and Kuwait are each now pushing for Saudization,
Emiratization, and Kuwaitization, policies that aim to
raise the number of their nationals in the public and
private sectors over the number of expatriates. These
policies aim not only to reduce the relatively high unem-
ployment rate—as in the case of Saudi Arabia—but also
to eliminate any structural divisions in the labor markets
inthese nations and increase local contributions to the

economy. Howevet, policies that support nationaliza-
tion come with challenges that could impact reaching
the desired goal, as there are certain jobs, especially
those that are manual-labor intensive, that citizens
of these nations would not do, and which would con-
tinue to be carried out by mostly South and Southeast
Asians. Moreover, these Arab Gulf nations will need to
invest in building human capacity within their popula-
tions to ensure that they have the professional skills,
knowledge, and tools that would match the needs of
the private sector. With its goal of Saudization, Saudi
Arabia has expanded the number of employment
opportunities for Saudis and increased fees and taxes
on foreign workers. As a result, the cost of living and
the cost of hiring foreigners have increased. This has
led to asharpincrease in the number of foreigners leav-
ing Saudi Arabia.?¢

While the UAE has pushed for Emiratization, it is also
taking measures to retain a professional class of skilled
expatriates. In May 2019, the UAE announced a long-
term residency program, also known as the golden card,
which allows residents and foreign investors to acquire
a ten-year visa that may be renewed in ten-year incre-
ments.?” So far, only five categories of expatriates can
apply for the golden card: investors, scientists, entre-

Karen E. Young, “Saudi Economic Reform Update: Saudization and Expat Exodus,” The Arab Gulf States Institute in Washington, February 28, 2018,
https://agsiw.org/saudi-economic-reform-update-saudization-expat-exodus/.

Ramola Talwar Badam, “Who is eligible and how to apply for the UAE’s 10-year golden residency visa,” the National, June 26, 2019,
https://www.thenational.ae/uae/government/who-is-eligible-and-how-to-apply-for-the-uae-s-10-year-golden-residency-visa-1.879152.
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FIGURE 1

Population by Age and Gender (as of 2018) in Kuwait, Saudi Arabia, UAE and Algeria

m Kuwait M Saudi Arabia m UAE Algeria

e B

Male Female Male Female Male Female
0-14 years 15-64 years 65+ years
SOURCE: World Bank DataBank.
preneurs/innovators, chief executives, and outstand- FIGURE 2

ing students.?® The golden card is not available to any
other categories of workers who represent the bulk of

non-Emirati nationals living in the UAE.

Expatriate Population in Algeria,
Kuwait, Saudi Arabia, and the UAE

Number of Expats (in Millions) Percent of Population

In Kuwait, as part of its Kuwaitization effort, the gov-
ernment plans to make the public sector 100 per-
cent Kuwaiti.?® In March 2019, members of parliament
called on the government “to cut the expatriate work-
force by half over the next five years,” a target that the
Economist Intelligence Unit considers “unachievable,
given the number of planned infrastructure projects
in Kuwait.”s°

Education and unemployment:
How demographic trends exacerbate a
growing problem

Igeria and Saudi Arabia have high unemploy-
ment rates of around 12 percent.® The UAE and

Kuwait, on the other hand, have low unemployment
rates of 2.5 percent and 2 percent, respectively. In
all four nations, women make up the majority of the
unemployed despite the fact that in Kuwait and Saudi

12 88.4% '°°
10 73:6% 80
8 /A
/ \ 60
6
. / 40
5 0.6% / . 20
0 / 0

Algeria Kuwait Saudi Arabia

SOURCE: World Bank DataBank.

Arabia they have higher levels of education than men
and are not far behind men in this regard in the UAE
(Figure 4). In Algeria, employed women tend to be
more highly educated than men—more than 40 per-
cent of employed women in Algeria have a tertiary

28 Ibid.

29 "Kuwait to make public sector workforce ‘100% Kuwaiti’,” Arab News, October 22, 2018,

https://www.arabnews.com/node/1391771/business-economy.

30 “Country Report: Kuwait,” Economist Intelligence Unit, September 2019, http://country.eiu.com.proxygw.wrlc.org/FileHandler.ashx?issue_

id=468680830&mode=pdf.

31 Algeria Country Report no. 18/168, International Monetary Fund, June 13, 2018, https://www.imf.org/en/Publications/CR/Issues/2018/06/13/
Algeria-2018-Article-1V-Consultation-Press-Release-Staff-Report-and-Statement-by-the-45986; Saudi Arabia Country Report no. 19,290,
International Monetary Fund, September 9, 2019, https://www.imf.org/en/Publications/CR/Issues/2019/09/09/Saudi-Arabia-2019-Article-IV-

Consultation-Press-Release-and-Staff-Report-48659.
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FIGURE 3

Unemployment in Saudi Arabia in 2018 and 2019

H Total B Female

Male

40%
35%

30%

25%

20%

15%
10%

5%

Saudi Arabia

Algeria

UAE Kuwait

SOURCE: Figures for Algeria, the UAE, and Kuwait are from the World Bank DataBank (ILO estimates).
The figures for Saudi Arabia are based on International Monetary Fund (IMF) data.

education, compared to 10 percent of employed men.3?
Unemployment among Algerians remains particularly
high for women (20 percent) and the youth (28.3 per-
cent).®* Given the high unemployment rates in Algeria
and Saudi Arabia, the current and future job prospects
for the populations in these two countries is of concern.

The state of public sector employment
and the importance of increasing
private sector options

Across the four countries examined in this report,
nationals prefer to work in the public sector
because of better pay and benefits. Expatriates, onthe
other hand, are mostly employed in the private sector.
The private sector is dominated by jobs in construction
and infrastructure, relies mainly on manual labor, and
offers low pay. However, there is also a professional or
white-collar private sector in countries such as the UAE
and Saudi Arabia, where foreign businesses have set
up offices, most often in free trade zones—areas that
have certain benefits that do not apply elsewhere in
the country. For example, allowing foreign businesses
to maintain 100 percent ownership of their operations,
allowing business profits to be returned to the compa-
ny’s country of origin, and providing tax exemptions.

Women in the workforce in these four countries tend to

work predominantly in the public sector, although their
overall levels of participation are low. The International
Monetary Fund (IMF) estimates that the gross domes-
tic product (GDP) per capita would rise significantly if
these nations raise the employment rate for women to
the same level as that for men. By 2040, the UAE could
see GDP boosted by 12 percent, while Algeria’s GDP
would increase by around 40 percent, according to the
IMF.34 For this to happen, labor market restrictions, such
as limits on the industries in which women can work,
would need to be eased or eliminated. Moreover, there
is great fiscal pressure on all four governments’ budgets
due to the heavy reliance on public sector employment.
The majority of these budgets tend to go toward paying
salaries. Reforms are needed to reduce the financial
burden on these governments and make the private
sector more enticing. This will help meet the future job
demand and diversify the economy.

In Saudi Arabia, around 70 percent of Saudi nationals
are employed in the public sector, while 80 percent
of expatriates work in the private sector.?s In 2018,
Saudi women made up 23 percent of the workforce—
an increase of 5 percent compared to 2017. This was
a consequence of reforms instituted by the govern-
ment that have lowered barriers for women to work,
such as allowing women to drive, easing male guard-
ianship rules, and enacting labor laws that are support-

32 Algeria Country Report no. 18/168, International Monetary Fund.
33 Ibid.
34 Ibid.

35 Saudi Arabia Country Report no. 19/290, International Monetary Fund.
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FIGURE 4

Most Recent Education Levels by Percentage of the Population, Ages 25+

Kuwait B Saudi Arabia B UAE

100%

80%

60%

Male Female Male Female Male

LowerSecondary ‘ UpperSecondary ‘ Post-Secondary ‘

Female

o |||||IIIIIIIII.I.I

Male Female Male Female Male ‘ Female

Bachelor’s ‘ Master’s ‘ Doctoral

SOURCE: The figures for Saudi Arabia and the UAE are drawn from World Bank data for 2017. The statistics for Kuwait were also drawn from
World Bank Data but were last reported in 2018, with the exception of the doctoral attainment figure, which was last reported in 2013.

ive of part-time work and leave.?¢ In the energy sector,
Saudi Aramco—the state-owned energy company—has
approximately 70,000 employees of which around 85
percent are Saudi nationals.?” Although Saudi Aramco
is state-owned, itis run relatively efficiently, and—with
the recent international public offering (IPO)% and pur-
chase of SABIC3**—has taken steps to operate like an
international oil company by diversifying its portfolio
and increasing its investments abroad. A high public
sector employment rate overall may help maintain sta-
bility in Saudi Arabia; however, it may also serve as an
impediment to efforts to diversify the Saudi economy
beyond the public sector and create new employment
opportunities in industries beyond hydrocarbons.

Like Saudi Arabia, the UAE has a high percentage
of its nationals working in the public sector. It is esti-
mated that 60 percent of public sector employees
were Emiratis and only 0.5 percent of private sector
employees were Emiratis in 2018.4° Emirati women hold
approximately 66 percent of public sector jobs* and 75
percent of jobs in the education and health sectors.*?
While the energy sector plays a key role in the energy
diversification process and provides a large portion of
the government’s revenues, it accounts for only a small
percentage of total employment nationwide.*3

Kuwaiti nationals make up about 30 percent of the
country’s population, yet nearly 80 percent of public
sector employees are Kuwaiti nationals.** Most Kuwaiti

36 Omar Al-Ubaydli, “How Saudi Arabia has increased female employment, and why the country benefits,” A/ Arabiya, August 12, 2019, http://english.
alarabiya.net/en/views/news/middle-east/2019/08/12/How-Saudi-Arabia-has-increased-female-employment-and-why-the-country-benefits-.html#.

37 “Saudi Aramco Annual Review 2017,” Saudi Aramco, August 17, 2018, https://www.saudiaramco.com/-/media/images/annual-review-2017/pdfs/
en/2017-annualreview-full-en.pdf?la=en&hash=A5102519CF228E4A12EEF4A34231BAF19CF1AD6G7.

38 “Saudi Aramco’s IPO is the biggest ever,” the Economist, December 5, 2019, https://www.economist.com/business/2019/12/07/saudi-aramcos-ipo-

is-the-biggest-ever.

39 Marwa Rashad, Rania El Gamal, and Hadeel Al Sayegh, “Saudi Aramco to buy SABIC in $69 billion chemicals megadeal,” Reuters, March 27, 2019,
https://www.reuters.com/article/us-aramco-sabic-m-a/saudi-aramco-to-buy-sabic-in-69-billion-chemicals-megadeal-idUSKCN1R81QU.

40 Sam Bridge, “Salary hopes of Emiratis now ‘more aligned to expats’ - Hays,” Arabian Business/Global, September 14, 2019, https://www.
arabianbusiness.com/politics-economics/427060-salary-expectations-of-emiratis-now-more-aligned-to-expats.

41 “Women: Socio-economic empowerment,” UAE Government Portal, last updated September 5, 2019, https://www.government.ae/en/information-

and-services/social-affairs/women.

42 “Women Rights,” United Arab Emirates Ministry of Foreign Affairs & International Cooperation, accessed November 27, 2019, https://www.mofaic.gov.

ae/en/The-Ministry/The-Foreign-Policy/Women-rights.

43 Bina Hussein, Energy: Driving Force Behind Female Participation in the Gulf?, Atlantic Council, January 2018, https://www.atlanticcouncil.org/in-
depth-research-reports/report/energy-driving-force-behind-increasing-female-participation-in-the-gulf/.

44 Kuwait Country Report no. 19/95, International Monetary Fund, April 2, 2019, https://www.imf.org/en/Publications/CR/Issues/2019/04/02/Kuwait-
2019-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-46729.
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Dalia Yashar, one of the first Saudi students who registered to become a commercial pilot, stands in front of the registration
center where Saudi women can pursue careers as commercial pilots, at King Fahd International Airport in Dammam, Saudi
Arabia, July 15, 2018. Source: REUTERS/Hamad | Mohammed

women work in the public sector,and among womenin
the workforce, over half are in professional positions and
only 2 percent are in senior or managerial positions.**
The most recent figures, from 2014, show that, similar
to Saudi Aramco, Kuwait’s state-owned energy sector
consists of mostly Kuwaiti nationals at 94.4 percent
(81.7 percent male versus 12.7 percent female), while
the remainder are expatriates (4 percent male versus
1.5 percent female).*¢

In Algeria, the public sector (including state-owned
enterprises and public banks) dominates the econ-
omy.*” The wage gap between men and women in
Algeria seems to be insignificant and women tend to
have better quality jobs than men in the public sec-
tor.*® The public sector is especially more attractive

for women as it guarantees equal treatment and pro-
vides flexible work hours.*® At the same time, the gov-
ernment provides allowances to women who stay at
home, which may discourage them from participating
in the workforce.*° If Algeria were to streamline some
of the positive aspects of work in the public sector
and extend them to the private sector, it could elimi-
nate the difference between the two. This could also
make the private sector stronger and more enticing.
Algeriais expected to have one of the largest popula-
tion growthsin the coming decades. Improvementsin
the private sector would not only help meet the rising
job demand, but also help alleviate the financial burden
on the government.

45 Bina Hussein, Energy: Driving Force Behind Increasing Female Participation in the Gulf?.

46 “Employment in Government Sector,” Central Statistical Bureau, State of Kuwait, 2016 edition, https://www.csb.gov. kw/Socan_Statistic_

EN.aspx?ID=13.
47 Algeria Country Report no. 18/168, International Monetary Fund.
48 Ibid.
49 Ibid.
50 Ibid.
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Economic Diversification

he sharp drop in oil prices in 2014 under-

scored the volatility of the oil market and

threw the vulnerabilities of hydrocarbon-de-
pendent economies into sharp relief. It made clear that
these nations are unlikely to have sustainable and pros-
perous economies over the long term due to their heavy
reliance on one sector. Many of these nations, including
the three Arab Gulf states and Algeria, felt an urgent
need to diversify.

The concept of economic diversification is not new for
the Arab Gulf countries. Saudi Arabia attempted to
diversify its economy away from oil in the 1970s, as did
Kuwait and the UAE. Most of these countries focused
on building a financial market.>" This goal, however,
remains unrealized. This section takes a closer look at
how the hydrocarbon sector supports the economies
of the four nations in question, diversification efforts
in these four nations, and the role of the energy sector
and sovereign investors in these efforts.

How the hydrocarbon sector
supports the economy

n Algeria, hydrocarbons make up around 95 percent

of the country’s exports; 40 percent of Algeria’s 2018
budget was supported by oil and gas revenues.>? The oil
price drop resulted in a drawdown of Algeria’s reserves
from $178 billion in 2014 to $88.6 billion by June 2018.53
Algeria’s total debt increased to 41.9 percent of the
country’s GDP by 2018, according to the World Bank.>*
As aresult of the lower oil prices, the Algerian govern-
ment took steps to improve the business and invest-

ment climate, reform energy subsidies, and modernize
its monetary policy framework.>> However, given the
current political uncertainty in the country, it is unlikely
that any real reform will take place in the near future.
The IMF has predicted that Algeria’s economic growth
will slow over the next few years with an annual change
of 2.7 percentin 2019 and an annual change of 0.5 per-
cent by 2023.5¢

In Saudi Arabia, oil and oil products account for 79 per-
cent of the country’s exports;*” roughly 87 percent of
Saudi Arabia’s budget comes from oil revenues.>® In
2018, Saudi Arabia had a budget deficit of 4.6 percent
of its GDP,*° a significant improvement compared to
2017 when, due to better oil prices and the effects of
structural reforms that impacted the government’s bal-
ance positively, the deficit was 9.3 percent of its GDP.6°
However, Saudi Finance Minister Mohammed al-Jadaan
said in October 2019 that the kingdom’s 2020 budget
deficit would increase to 6.5 percent of its GDP (around
$50 billion) due to the lower oil prices.®' The govern-
ment, as a result, will not be able to invest as muchinits
economy or continue its efforts to develop a nonhydro-
carbon economy. Moreover, while the kingdom seeks
“to accelerate economic diversification... progress will
be constrained by the slow pace of reform and labour
market shortcomings,” according to the Economist
Intelligence Unit.®?

The UAE has succeeded in decreasing its dependence
on oil and gas. In 2017, oil and gas products made up
40 percent of the country’s exports and the oil and gas
sector accounted for close to 30 percent of the UAE’s

51 Jean-Francgois Seznec and Samer Mosis, The Financial Markets of the Arab Gulf: Power, Politics and Money (New York: Routledge, 2019), 8.

52 Heba Saleh, “Algeria faces economic crunch as oil and gas revenues fall short,” Financial Times, March 25, 2019, https://www.ft.com/content/

aeb64352-4c87-11e9-bbc9-6917dce3dc62.
53 Ibid.

54 “Algeria’s Economic Outlook - April 2019,” World Bank, April 1, 2019, http://pubdocs.worldbank.org/en/351201553672386312/Algeria-MEU-April-

2019-Eng.pdf.
55 Algeria Country Report no. 18/168, International Monetary Fund.
56 Ibid.

57 Saudi Arabia Country Report no. 19,290, International Monetary Fund.

58 Natasha Turak, “Missile threats won't spook Saudi Arabia’s economy, finance minister says,” CNBC, May 2, 2018, https://www.cnbc.com/2018/05/02/
missile-threat-wont-spook-saudi-arabias-economy-finance-minister.html.

59 Saeed Azhar, “IMF expects Saudi budget deficit to hit 7% of GDP this year,” Reuters, May 15, 2019, https://www.reuters.com/article/us-saudi-
economy-imf/imf-expects-saudi-budget-deficit-to-hit-7-of-gdp-this-year-idUSKCN1SL2CV.

60 Budget Statement: Fiscal Year 2019, Saudi Arabia Ministry of Finance, December 20, 2018, https://www.mof.gov.sa/en/financialreport/budget2019/
Documents/Budget%20Statement%202019.pdf.

61 Marwa Rashad, “Saudi expects wider 2020 budget deficit of $50 billion - finance minister,” Reuters, October 31, 2019, https://www.reuters.com/
article/us-saudi-economy-budget/saudi-expects-wider-2020-budget-deficit-of-50-billion-finance-minister-idUSKBN1XA2EO.

62 “Country Report: Saudi Arabia,” Economist Intelligence Unit, September 2019, http://country.eiu.com.proxygw.wrlc.org/FileHandler.ashx?issue_
id=1428622526&mode=pdf.
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Emirati PhD student Talib Alhinai poses with the drone prototype he and his classmates at Imperial College London built, which
won a prize at the state-sponsored “Drones for Good” competition in Dubai on February 10, 2016. The museum aims to inspire
innovation among Emirati youth as low oil prices are forcing Gulf Arab states to make their workforces more competitive in the

global market. Source: REUTERS/Noah Browning

GDP.83 After 2014, the UAE adjusted to lower oil prices
and decreased its overall expenditure. The Emirati gov-
ernment pushed for fiscal consolidation, as demon-
strated by the 2018 merger of the Abu Dhabi Investment
Council and Mubadala Investment Company, which
boosted Mubadala’s assets to more than $225 billion.5*
In 2017, National Bank of Abu Dhabi and First Gulf Bank
formed the First Abu Dhabi Bank, which, with around
$190.3 billion in assets,®® became the largest lender in
the country.

Among the four countries that are the focus of this
report, Kuwait depends the most on the hydrocar-
bon sector. More than half of its GDP comes from oil,®
while more than 90 percent of its budget, as well as its
exports, comes from the oil and gas sector. Unlike Saudi
Arabia or the UAE, Kuwait has a parliamentary system
of government that is often mired in political gridlock.

This has created an unstable political environment and
inconsistencies in economic policy, while hampering
progress towards economic diversification.s” As a con-
sequence of the political gridlock between parliament
and the executive branch, no parliament or government
has completed a full term since 2003.%® For Kuwait to
make any real progress in diversifying its economy and
reducing its dependence on the oil and gas sector, it is
necessary to achieve greater political stability.

Common among all four nations is the social contract
in which the government provides subsidies and other
support to its respective populations in return for
their support. How this came about in Algeria is dif-
ferent from the three Arab Gulf countries. In Algeria,
Bouteflika relied on subsidies and government hand-
outs to ensure the political elite remain in power.t® In
the relatively young Arab Gulf nations, on the other

63 “Economy in the Past and Present,” UAE Government Portal, last updated November 5, 2019, https://www.government.ae/en/about-the-uae/

economy.

64 “Abu Dhabi to see budget surplus in 2019 thanks to public consolidation efforts,” Oxford Business Group, accessed November 11, 2019, https://
oxfordbusinessgroup.com/overview/strategic-spending-return-surplus-anticipated-consolidation-continues.

65 Ibid.

66 “Country Report: Kuwait,” Economist Intelligence Unit, September 2019, http://country.eiu.com.proxygw.wrlc.org/FileHandler.ashx?issue_

id=468680830&mode=pdf.
67 Ibid.
68 Ibid.

69 Heba Saleh, “Algeria faces economic crunch as oil and gas revenues fall short,” Financial Times, March 25, 2019, https://www.ft.com/content/

aeb64352-4c87-11e9-bbc9-6917dce3dc62.
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hand, oil revenues have been shared with their citi-
zens from the beginning, ensuring that the ruling elite
remain at the top. Today, these nations often distrib-
ute oil wealth through subsidies. In the UAE, for exam-
ple, Emiratis receive free housing, land, or interest-free
loans to purchase a home, among many other bene-
fits and subsidies.” Kuwaitis benefit from free health
care, education, and interest-free loans for housing.”
In addition to various benefits and subsidies, such as
free education, Saudi Arabia spent $13 billion in hand-
outs to state employees in 2018 in an effort to offset
the higher cost of living after the government raised
taxes on food and utilities as a result of higher gasoline
prices.”? The four governments in question already have
large financial burdens due to high numbers of public
sector employees. While all four were able to provide
financial support to their citizens when oil prices were
soaring, they will need to cut back in such a way that
would not lead to social unrest now that lower oil prices
seem to be the new reality.

Diversification plans and efforts

ach of the three Arab Gulf countries that are the

focus of this report have articulated their national
development strategies for economic reform in the
twenty-first century. Saudi Arabia has put forward
Vision 2030, Kuwait’s plan is titled New Kuwait by
2035, and the UAE’s plan is Vision 2021. Each plan is
geared towards equipping citizens with the right skill
set to ensure sustainable and prosperous economies
inthe long term. Moreover, the plans push labor market
reforms and seek to create new jobs. This will not only
go towards diversifying economies, but also meet-
ing future job demand. Algeria, while it is working to
implement some economic reforms, does not have a
strategy in place like the three Arab Gulf nations. The
World Bank was to provide the Algerian government
with technical assistance in the design and drafting of
Algeria’s Vision 2030 with an expected delivery date
of areport in September 2018.73 It is unclear, howevet,
whether this goal has been met as no report has been
published and more information is not available.

The plans of the three Arab Gulf countries share com-
monalities: they each articulate a strategy to become
knowledge-based economies, make greater invest-
ments in technology, and increase foreign investments
while decreasing their dependence on expatriates.
These countries are pushing their citizens to study
science, technology, engineering, and mathematics
(STEM). This would not only benefit the oil and gas
sector, it would also bolster a knowledge-based econ-
omy. As each of the governments rely heavily on rev-
enues from the hydrocarbon sector, each country’s
energy sector has a key role to play in a diverse econ-
omy.

The role of the energy sector

he energy sector will continue to play a critical rolein

the economies of each of these four nations as they
seek to achieve a diversified economy. Saudi Aramco,
forexample, is an integral part of Vision 2030. The Saudi
government plans to sell 5 percent of the state-owned
company, hoping for a $2 trillion valuation. In the fall
of 2019, Saudi Aramco listed aninitial 1.5 percent of its
shares on Tadawul, Saudi Arabia’s local stock exchange.
These shares were valued at $8.53 per share, valuing
the company at $1.7 trillion on the first day,’”* but even-
tually reached $10.13 per share, valuing the company at
$2.03 trillion by close of market on day four.”s By the end
of December, Saudi Aramco’s valuation was approxi-
mately $1.9 trillion.”® The offering raised $25.6 billion,
which the Saudi government plans to invest in indus-
tries such as tourism, technology, and educationin an
effort to diversify the economy. The UAE has already
successfully used the Abu Dhabi National Oil Company
(ADNOQ) toraise funds to reinvest in the economy, and
to help build new industries and strengthen other sec-
tors. ADNOC, a state-owned company, sold 10 percent
of its distribution unit in December 2017, raising $851
million.”” Kuwait’s development plan does not lay out
the energy sector’s role. However, given that Kuwait’s
economy and its government rely so heavily on the
hydrocarbon sector, this sector will have a role to play
ineconomic diversification. The same s true for Algeria.

“Housing authorities and programmes,” UAE Government Portal, last updated September 2, 2019, https://government.ae/en/information-and-

services/housing/housing-authorities-and-programmes.

Sumaya Bakhsh, “Kuwaitis face cuts in lavish benefits as oil prices drop,” BBC News, March 24, 2016, http://bbc.com/news/world-middle-
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FIGURE 5

Projected Renewable
Energy Jobs by 2030
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Giventhe likelihood of a peak in oil demand in the future,
as well as concerns about lower oil prices, oil-depen-
dent countries as well as oil companies will need to
reconsider their future. Additionally, climate change
may drive investments away from the oil and gas sector,
while the impacts of climate change could threaten
industry infrastructure. As countries and companies
consider how to transition away from oil and combat
climate change, renewable energy has become a focus
for many.

Saudi Arabia, the UAE, and Kuwait are all eyeing the
renewable energy sector as a way to help meet future
job demand. This sector is expected to see growth for
at least the next decade. The International Renewable
Energy Agency estimates close to 100,000 renewable
energy jobsinthe UAE, around 75,000 in Saudi Arabia,
and a little over 20,000 in Kuwait by 2030 (Figure 5).
Algeria, on the other hand, does look at renewables as
a way to diversify its energy mix and improve energy
efficiency,”® but not enough progress has been made
in formulating specific plans.

Technology is playing a key role as well, not just in the
renewable energy industry, but in the job market at
large. Automationis expected to take over many more
jobs, particularly in the renewable energy sector. While
a labor force is required in the manufacturing stage in
the renewable energy sector, once built, a large part
becomes automated and does not require the same
level of employment.” Knowledge and skills in tech-
nology, however, can provide new job opportunitiesin
different sectors and industries.

The role of sovereign investors

overeign investors play a critical role in economic

diversification efforts. In order to safeguard the
economic future of the three Arab Gulf countries in
guestion, their governments put portions of their hydro-
carbon revenues into sovereign wealth funds (state-
owned investment funds), which serve as long-term
investment vehicles and aim to provide economic sta-
bility by minimizing the impact of the fluctuation of
the commodity markets.t° The Abu Dhabi Investment
Authority (ADIA), which has close to $700 billion in
assets under management, is Abu Dhabi’s largest sov-
ereign investor. However, as the fund manager of and
an economic stabilizer for the government, ADIA does
not have an economic diversification mandate. Abu
Dhabi instead established Mubadala with the objec-
tive of helping diversify the UAE’s economy through
the financial returns it generates.®’ With two-thirds of
Mubadala’s portfolio invested in the non-hydrocarbon
sector, the returns tend to be diversified and protect
against low commodity prices. Moreover, through inter-
national partnerships, Mubadala, along with ADNOC,
as mentioned above, has played arole in either starting
new industries or expanding and strengthening exist-
ing ones, such as health care, financial markets, sports,
and tourism. Mubadala not only reinvests its returns on
foreign investments domestically, it also uses foreign
investments to gain knowledge of industries and brings
that expertise back to the UAE.#?

Riyadh has put a similar responsibility on the Public
Investment Fund (PIF). Until recently, the PIF only had
domestic assets. It was not until Riyadh established
Vision 2030 and gave the PIF a prominent role in the
economic diversification process that the fund started
to invest in foreign assets. Saudi Arabia wants the PIF
to become the largest sovereign investor in the world
(that distinction is currently held by the Norwegian

78 “Algeria to increase investment in renewable energy,” Economist Intelligence Unit, February 23, 2018, https://www.eiu.com/industry/
article/906462074/algeria-to-increase-investment-in-renewable-energy/2018-02-23.

79 Renewable Energy and Jobs: Annual Review 2018, International Renewable Energy Agency, May 2018, https://irena.org/-/media/Files/IRENA/
Agency/Publication/2018/May/IRENA_RE_Jobs_Annual_Review_2018.pdf.

80 Bina Hussein, Sovereign Investors: A Means for Economic Diversification?, Atlantic Council, January 2019, 4, https://www.atlanticcouncil.org/in-depth-
research-reports/report/sovereign-investors-a-means-for-economic-diversification/.

81 “About Mubadala,” Mubadala, accessed November 11, 2019, https://www.mubadala.com/en/who-we-are/about-the-company.

82 Hussein, Sovereign Investors: A Means for Economic Diversification?.
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sovereign wealth fund, which has more than $1 trillion
in assets)? and to replace oil as the government’s main
source of revenue.®* While the PIF’s portfolio is diver-
sified, it lacks foreign assets on a scale that could help
decrease Saudi Arabia’s reliance on revenue from the
hydrocarbon sector.8s

While the Kuwait Investment Authority (KIA) has a
mandate to help diversify the economy, like Mubadala
and the PIF, it also manages Kuwait’s assets and mainly
invests the country’s hydrocarbon revenue abroad to
ensure economic stability. KIA, which was established
inthe 1950s, is considered the oldest sovereign wealth
fund in the world. It was not until the late 1990s, how-
ever, that the Kuwaiti government added economic
diversification efforts to its objectives.?® KIA does not
publicly disclose its assets or geographical break-
down, making it difficult to determine how diversified
its portfolio is and to what extent the fund is support-
ing the Kuwaiti government’s efforts to diversify the
economy.®’

Participants celebrate during the official ceremony marking Saudi Aramco’s initial public offering (IPO) on Riyadh’s
stock market, in Riyadh, December 11, 2019. Source: REUTERS/Marwa Rashad

Algeria’s Revenue Regulation Fund (RRF), which was
established in 2000, aims to “manage and preserve
its oil wealth and earnings.”®® The Sovereign Wealth
Fund Institute valued RRF at $77.2 billionin 2013. There
is little known information on how the fund is struc-
tured or functions. What is known is that the Algerian
government has not put any restrictions on the fund’s
withdrawals for spending.t® Without a proper struc-
ture, mandate, accountability, or some transparency it
is unlikely that RFF can play, or is playing, a role in the
economic diversification effort in Algeria.

For any of the nations in question to develop a truly
diversified economy, they will need to establish entirely
new industries, which will need to happen, in part, by
creating partnerships with businesses willing to bring
new industry and knowledge with them. The PIF, KIA,
and RRF lack transparency, unlike Mubadala, which
couldimpact their ability to build partnerships or attract
foreign investments at large. Moreover, the nations cov-
eredinthis report will also need to provide their popu-
lations with opportunities to learn skills and knowledge
that will give them job security.

83 “Saudi Crown Prince Says Sovereign Wealth Fund Will Surpass $600 Billion Target by 2020,” Reuters, October 5, 2018, https:// www.reuters.com/
article/us-saudi-pif/saudi-crown-prince-says-sovereign-wealth-fund-will-surpass-600-billion-target-by-2020- idUSKCN1IMF2KC.
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85 "Country Report: Saudi Arabia,” Economist Intelligence Unit, September 2019, http://country.eiu.com.proxygw.wrlc.org/FileHandler.ashx?issue_

id=1428622526&mode=pdf.

86 “The KIA Expands Its Horizons,” Energy Intelligence Unit, December 11, 2013, http://country.eiu.com/article.
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87 Hussein, Sovereign Investors: A Means for Economic Diversification?.
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A Look Ahead

t is critical that each of the four countries that

are the focus of this report succeed in building

a diversified economy that can meet the demo-
graphic challenges and the job demand. Turmoil and
instability in any of the four countries will likely have
a regional and a global impact. Algeria’s new govern-
ment should devise an economic strategy that is aimed
at ensuring job security for its people. Saudi Arabia,
the UAE, and Kuwait can be successful if they follow
through on their stated visions and implement the
reforms needed to achieve them.

Each of these nations should lower the barriers to the
diversification of their economies. They must also
ensure that there are enough jobs for their growing
populations. This report recommends focusing on the
following areas:

® Open up the economy. The governments should
implement reforms that make it easier for foreign
investors to invest and that incentivize entrepre-
neurship by citizens to strengthen the private
sector.

@ Increase female participation. The govern-
ments should put in place laws and a support
structure that allows and encourages women to
work. They must hold companies accountable
for hiring women by setting quotas and pub-
lishing annual reports that include statistics on
employment by gender.

e Teach skills and knowledge relevant to the job
market and provide opportunities to current
employees to continue developing skills that
will be relevant in the future. Knowledge of new
technologies will be necessary as the oil and gas
sectors in these nations seek to decarbonize.
Furthermore, new industry sectors—whether
renewables within the energy sector or entirely
different industries like sports or tourism—will
require new skill sets and job training oppor-
tunities. In addition, implementing policies
that would help close the gap between skills
and needs or employers’ expectations would
increase job opportunities and employers’ will-
ingness to hire locals over expats.

o Use the energy sector as an example.
Companies such as Saudi Aramco and ADNOC
invest in their employees by providing education,
trainings, and skills development. Saudi Aramco
also invests in its communities by providing
health care services and education, among other
things. Other companies could learn from these
examples when it comes to building a struc-
ture that increases employee retention as well as
provides employees with the necessary skills to
ensure the company remains successful and that
its staff is able to grow.

The demographics in the MENA region are changing.
Regional governments will need to implement reforms
that can meet new demands. They have the means to
do so, but they will need to work together and seek
assistance from the international community to create
the toolsto doiit.
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