THE ECOHOMY @

Saudi Economic Association

1988

b Ty

Quarterly bulletin published by SEA ( DEC 2024 )(» 1446 5,5¥! slex ) Wagaud! sLaiB ¥ dmes Lojual dogow pay 340

uGloll gouudl wualb
ddlbll pjg glodw (b pjelluc podl
duagaull sloidAl duenal utapinl guudl
daopall djla] oo undils
HRH Prince Abdulaziz bin Salman, Minister of Energy

and Honorary President of the Saudi Economic
Association, meets Board of Directors
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The Economic Competitiveness of GCC States

Justin Alexander

Director of Khalij Economics

author of the newsletter “The Gulf Weekly”

justin@khalijeconomics.com
linkedin.com/in/justinalexander

The academic literature is full of arguments suggesting
that hydrocarbon exporters are likely to face significant
difficulties in other parts of their economies (“the Dutch
disease”, “the resource curse”, “the rentier state” and so forth).
Therefore, it is often a surprise to people unfamiliar with the
Gulf Cooperation Council (GCC) states to learn that Saudi
Arabia and its neighbours have developed into increasingly
broad and dynamic economies, some of which are a match
for the most advanced countries in their competitiveness for

trade, investment, tourism and talent.

This assertion is borne out by assessments of the region’'s
policies and capacities produced by leading business schools
and consultancies. For example, the Swiss International
Institute for Management Development (IMD) ranks five of the
Gulf states amongst the top third of countries in its 2024 World
Competitiveness Yearbook, which scores countries across
dozens of indicators related to business and government
efficiency, infrastructure quality, and economic performance.

The UAE leads the region in the IMD index and comes in at
7th place globally, out of 67 major economies, followed by
Qatar at 11th. Saudi Arabia is next, at 16th, and has been one of
the world’s most rapidly improving countries recently, rising
from just 32nd in 2021. Often in these kinds of indices, the
annual changes and the detailed breakdown are more useful
guides than the overall ranking, because there can be
subjectivity and bias in the selection of and weight given to
indicators. In the case of the IMD index, the Gulf states perform
even more strongly in some of the sub-indices, such as business
efficiency, where Saudi Arabia ranks 12th. The index also helps
highlight areas of relative weakness, such as capabilities for
scientific research, which may help policymakers in setting
priorities to further boost their competitiveness.

The IMD index measures national competitiveness in a
broad way, but other global rankings focus on specific topics.
The World Economic Forum'’s Tourism Development Index,
for example, notes that Saudi Arabia (41st/119) and the UAE
(25th) are the only high-income countries in the ten most
improved economies over the last five years. The observed
surge in tourism to both countries matches this assessment
and, in Saudi Arabia at least, it is only getting started.

One aspect of competitiveness that is particularly relevant for
Saudi Arabia at present is attracting talent. This is because the
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Kingdom is seeking skilled migrants to rapidly develop new
sectors and deliver on Vision 2030 objectives, alongside the
critical, but longer-term, initiatives to upskill nationals. | presented
a paper on this topic at a Gulf Research Center seminar in Riyadh.
There is some interesting empirical data that suggests Saudi
Arabia is being successful in attracting talent, which matches
with anecdotal evidence. For example, in a migration database
developed by LinkedIn and the World Bank, the ratio of incoming
vs departing skilled migrants in Saudi Arabia led the region in
2022-2019, the most recent years available, and was also among
the highest globally. A 2024 survey of migrants by Boston
Consulting Group pointed to a similar conclusion.

Saudi Arabia’s attractiveness for global talent is a relatively
recent development. In an annual survey of highly skilled
migrants by InterNations, Saudi Arabia was one of the lowest-
ranked countries globally as recently as 2017, but by this year
had surged to 13th, not far behind the UAE. However, the Talent
Competitiveness Index, the broadest measure of countries’
ability to attract and retain talent, which is published by the
French business school INSEAD, still only ranks Saudi Arabia at
48th globally. The fact that Saudi Arabia is attracting so much
talent, despite some areas of weakness identified in the INSEAD
index, is largely a testimony to the strength of its recent
economic development. However, research on the factors that
help countries stay competitive for talent in the long term
suggeststhatthereisstill plenty for the Kingdom to do, including
improving its labour market flexibility and the quality of family
life, to help retain talented people and give them a stake in
supporting the country’s long-term success.

Innovation is another vital element of economic
competitiveness. Notably, Saudi Arabia is the third most
improved country globally in the Global Innovation Index
developed by the World Intellectual Property Organisation
(WIPQ), rising from 68th to 47th over the last five years. Qatar
has also climbed strongly to 49th and the UAE leads at 32nd.
Innovation, particularly in the Al sector, is proving more quickly
than these backward-looking global ranks and the Gulf states
have arguably become global leaders in the sector in only the
last year or two. They have some core advantages including
geographic locations, energy and capital availability and
government commitment that make them highly competitive
in a world in which some have said that data is the new oil.
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