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The aim of the article is to analyze the current stage in the development of integration among countries of the Middle East and North Africa (MENA). Systematizing
and summarizing the works dedicated to the problems and prospects of their participation in regional integration groups (RIGs), there considered the possibilities
of expanding trade and economic relations, which, together with the participation in the World Trade Organization, have provided an opportunity to forecast
further development of foreign trade policies of these countries. As a result of the study, it is revealed that in general, MENA countries have similar development
problems, which can be divided into two groups: general economic ones, which are associated with differences in the levels of economic development of Arab
countries with different resource support, and institutional ones. It is proved that integration is not sufficiently well established and is still acting as a trend — MENA
countries continue to implement various “catch-up” scenarios using traditional directions — access to markets and increased emphasis on trade. There analyzed
key priorities of the development strategies of Saudi Arabia (Strategy 2025) and the UAE (Economic Vision of Abu Dhabi 2030), aimed at the modernization of
the economies, their complete transition to renewable energies through introducing recent innovations, creation of a competitive private sector, increase of the
significance of non-oil sectors of the economy that have competitive advantages. It is determined that the common feature for these strategies is that the main
source of the modernization is public finance in the form of holding companies and public-private partnerships using BOT (build-operate-transfer) schemes with
the participation of state capital in various sectors and the capabilities of “collaborative institutions”. And in the long run, regional integration will retain its prior-
ity over global liberalization. Further research will be related to the attempts of Arab scholars aimed at uniting Islam, the state, and the market economy of the
Western type as the main condition for the further development of MENA countries.
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Bannak Emad. CepedHbocmMpoKosuli npo2Ho3 po3sUmKy
iHmezpayiliHoi 83aemodii KpaiH bauzbko2o Cxody
ma ligHiyHoi AdppuKku

Memoto cmammi € aHani3 cy4acHo20 emarny po38UMKy iHmezpayiliHoi 83ae-
MOOii KpaiH busbko2o Cxody ma MigHiuHoi Agpuru (BCMA). Cucmemamusy-
04U Ma y3a2anbHI0KYU pobomu, npucesyeHi npobaemam i nepcnekmusam
iX yyacmi' y pezioHanbHuUx ekoHomiyHuX yepynosaHHax (PIY), 6ynu posens-
Hymi Mo#Au8ocMi PO3WUPEHHA MOpP208ebHO-eKOHOMIYHUX 38’A3Ki8, WO
y Kombiayii 3 ydacmio y Caimoeili opaanizayii mopeieni (COT) Hadano mox-
/ugicme crpoeHo3ysamu nodanbuli po3sumok cmpamezili 308HiWHbO-
MOop208enbHOI MoMIMUKU 3a3HaYeHUX depxas. Y pesynsmami 0ocnioneHHs
byno suseneHo, wio 3azanom kpaiHu bCIA maroms cxoxi npobaemu po3su-
MKY, AKI MOXHA po30inumu Ha 08i 2pynu: 3a2a1bHOEKOHOMIYHI, 108’A3aHI
3 BIOMIHHOCMAMU y PigHAX EKOHOMIYHO20 PO3BUMKY aPabCLKUX OepHag i3
Pi3HUM pecypcHUM 3a6e3neyeHHAM, ma iHcmumyuyioHansHi. JosedeHo, wo
iHmezpayis He mycmusna 2nub0K020 KopiHHA i MPo00sHYE dismu cKopiuie AK

meHdeHyia — kpaiHu BCITA npodossicytoms peanizosysamu pisHi cyeHapii

«HO3002aHAOY020 PO3BUMKY» 30 PAXYHOK MpaduyiliHux Hanpamie — do-
cmyn 0o puHKig i nocuneHHs akyeHmy Ha mopeigni. [poaHani308aHo Knko-

yoei npiopumemu cmpameeiti pozsumxy Caydigcokoi Apasii («Cmpameaii

2025») ma OAE («EKoHomiuHe 6averHs Aby [abi 2030»), cnpamosaHux Ha
MOOEpHI3ayit0 eKOHOMIK, MosHe nepesedeHHs ix Ha MOHOB8ABAHI Oxepena
eHepeii 30 paxyHOK 8MposaodxeHHs HO8IMHIX iHHOBAYl, CMBOPEHHS KOHKY-
PEHMOCIPOMOIHO20 MPUBAMHO20 CEKMOpa, Mid8UWEHHS posi HeHagmo-
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bannak Imad. CpedHecpouHbIli npozHO3 passumus
UHMe2payuoHHo20 83aumodelicmeus cmpaH bausxHe2o Bocmoka
u CesepHoli Appuku

Lenbto cmameu seasemcs aHanu3 cospemeHHo20 3mana passumus uHme-
2PayuUoHH020 83aumodelicmeus cmpaH bauxcHezo Bocmoka u CesepHoli
Adpuru (BBCA). Cucmemamu3upys u 0606was mpydsi, MoCesweHHsle npo-
67emMam U nepcrekmusam ux y4acmus 8 pezuoHasIbHbIX UHMe2PayUOHHbIX
epynnuposkax (PUF), 6binu paccmMompeHsl 803MOMCHOCMU PACWUPEHUS
MOp2080-3KOHOMUYECKUX C8A3ell, Komopble 8 KOMOUHAYUU ¢ yvacmuem
80 BcemupHoli mopeosoli opaaHu3ayuu npedocmaguau 803MOMHOCMb
Crnpo2Ho3uposams danbHeliwee passumue cmpameauli 8HewHemMop208oU
MOAUMUKU YKA3GHHbIX CMPaH. B pesynemame uccnedosarus 6bino eviss-
/1eHo, Ymo 8 yeaom cmpaHel BBCA umetom cxoxcue npobaemsl pasgumus,
Komopble MOXHO pasdenums Ha 0ge 2pynnbl: 0bujeIKoOHoOMuYecKue, ces-
30HHbIE C PA3AUMUAMU 8 YPOBHAX KOHOMUYECKO20 paseumus apabekux
CMPAH € Pa3UYHLIM PECYPCHBIM 0BecrnedeHUeM, U UHCMUMYUUOHANbHbIe.
JlokasaHo, Ymo uHmezpayus HedocmamoyHo yKopeHunacs U npodoaxaem
delicmsosame Kak meHOeHyuA — cmpaHsl BBCA npodomiarom peanu3ogbl-
8aMb Pa3/UYHbIE CUEHAPUU «O020HAIOUWIE20 PA3BUMUS» C UCTIONb308AHUEM
MpaduyuUOHHbIX HanpasaeHuli — 00CMyn K PuIHKAM U ycuneHue aKuyeHma
Ha mopaosnto. [pPOaHaNU3UPOBAHLI KKo4esble Mpuopumemsl cmpameaudi
pazsumus Caydosckoli Apasuu («Cmpameauu 2025») u OA3 («3KoHomuYe-
ckoe gudeHue Aby abu 2030»), HanpasneHHbIX HA MOOEPHU3AYUI IKOHO-
MUK, NofHOe nepesedeHue UX Ha 80300HO8ASEMblE UCMOYHUKU 3HEpauU 3a
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8UX CEKmMopie eKOHOMIKU, Wo Maome KOHKypeHmHi nepesaau. BussneHo,
Wo crinbHUM 048 yux cmpamezili € me, WO OCHOBHUM OXcepenom modep-
Hi3ayii sucmynatome OepxasHi giHaHcu y Gopmi KomnaHili-xonduHeie
i OepiasHo-npusamHe napmxepcmeo i3 3acmocysarHam cxem BOT (Build—
operate-transfer) 3a y4acmio OepxasHo20 Kanimany y pi3HUX cekmopax
ma 8UKOPUCMAHHSA MoXcIugocmell «iHecmumymie konabopauyii». Modanbwi
docnioxeHHs bydyme noe’s3aHi 3i cnpobamu apabeoKux yyeHux nos’asamu
i 06’€dHamu icnam, depscasy i puHKOBY eKOHOMIKY 3aXiOHO20 muny AiK 20110~
8HY yMO8Y 100a1bW020 Po3gUMKy apabcbKoo caimy.

Knwuvosi cnoea: iHmezpauis, pezioHanbHe iHMezpauiliHe yepynosaHHs,
apabebkuli pezioH, KpaiHu-HaghmoeKcrnopmepu, npoeHo3Hul cyeHapit, ce-
PeOdHbOCMPOKOBULI IPO2HO3.
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cyem 8HedpeHuA Hogeliwux UHHOBAYUL, CO30aHUE KOHKYPeHMOoCnocobHo20
YaCMHO20 CEKMOPA, NM08bIWEHUE POAU HEHeMAHBIX CEKMOPO8 IKOHOMUKU,
Komopele 061a0aom KOHKypeHMHbIMu npeumywecmeamu. OnpedeneHo,
Ymo obwum 0718 amux cmpameauli A619eMCA Mo, YMO OCHOBHBIM UCMOY-
HUKOM MOOepHU3ayUU ABAAOMCA 20cydapcmeeHHble (hUHAHCHI 8 hopme
KoMnaHul-xon0uHe08 U 20Cy0apCMBeHHO-4YaCMHoe NapmHepcmeo ¢ uc-
nonb3osaruem cxem BOT (Build-operate~transfer) npu yuacmuu 2ocydap-
CMBEHHO20 KANUMana 8 Pasnu4HbIX CEKMopPax u 803moxcHocmel «uHcMu-
mymos Konaabopayuuy. [anbHeliwue uccnedogaHus bydym cess3aHsl u3
nonbLIMKamu apabekux y4eHolx 06be0UHUMb UCAaM, 20CYy0apCMB0 U PbIHOY-
HYt0 3KOHOMUKY 3ana0H020 MUMa Kak 2nagHoe ycaosue 0anbHeliwe20 pas-
sumus cmpaH bBCA.

Kntovesble cn08a: uHMe2payus, peuoHanbHAA UHMe2PayUOHHAA 2pynnu-
poBKa, apabekuli peauoH, cmpaHsl-HeGmesKcrnopmepsl, Mpo2HO3HbIl cye-
Hapuli, cpedHecpoYHbIli MPo2HO3.
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Introduction. During a fairly short historical period, a
significant number of Arab countries became active partici-
pants in international economic relations. For several decades,
they have been retaining the status of leading exporters of hy-
drocarbon raw materials. Understanding the possible scenarios
for the development of relations in the Middle East and North
Africa region (MENA) is an important task in the context of
the high dependency of a number of states on the import of
hydrocarbon raw materials from Arab countries. Ensuring sta-
bility both at the regional and international levels is one of the
most important tasks of the world community. The priorities
in relations with other states determine the vectors for further
development of international economic relations in the Arab
region. Taking into account the accelerated development of the
world economic relations, there inevitably arises the question
of the nature of their regulation, which, along with the national
level, can be implemented both in the regional and global for-
mats. In this regard, studying the interaction of the Arab coun-
tries within regional integration groupings (RIGs) and the par-
ticipation in this interaction of the World Trade Organization
(WTO) is of undoubted interest. In addition, it is important
for understanding the current state and medium-term forecast
of integration among MENA countries, further development
of the customs and tariff systems and foreign trade policy of
these states.

The unique place occupied by MENA countries in the
system of modern international relations is determined, first of
all, by economic factors. The economic specificity of the Arab
region is due to the fact that its territory contains the largest
hydrocarbon deposits — 2/3 of the world’s oil reserves and 1/3
of gas reserves are concentrated only in the Persian Gulf zone.
No other region has such high concentration of energy raw ma-
terials as a vital resource for the world economy: only the prov-
en reserves of oil should be enough for Iraq, Qatar and Kuwait
for more than 100 years, the United Arab Emirates (UAE) — for
97 years, the Kingdom of Saudi Arabia (KSA) - for 66 years. At
the same time, the leading oil producing country and its largest
exporter is the KSA, which accounts for 25 % of the world oil

reserves (Kuwait and the UAE possess 20 % of the oil reserves
each) [1].

It is well known that under modern conditions the pro-
duction and consumption of hydrocarbons form the political
and economic interdependence of the United States, the EU,
China, India and other consumers of oil as well as countries
that supply it. In view of this, the problem of energy security
today is, first of all, the problem of, on the one hand, the prices
for hydrocarbon raw materials, and on the other hand, the op-
portunities for diversifying its sources. At the present stage, oil-
producing countries of MENA still remain a fuel and raw mate-
rial supplier for developed industrial countries, which causes
sharp fluctuations in the conjuncture in the global hydrocarbon
market, and as a result, the development of their economies de-
pends on a number of interrelated factors. This problem is es-
pecially urgent for Kuwait, Iraq, Libya, Bahrain, Oman, and the
KSA, which are among the ten countries that are most highly
dependent on export of mineral raw materials — the share of
the income of these Arab countries from the sale of hydrocar-
bons is up to 75 % of their gross domestic product (71 % and
64% for Iraq and Bahrain respectively).

At the same time, the importance of the Arab countries as
exporters of the second most important energy source — natural
gas, which now accounts for 22 % of the production of energy re-
sources (compared to 10 % in 1960), while its share will increase
to 25 % in the next 20 years — only Algeria has gas deposits com-
parable with the Russian ones and several times higher than the
Iranian deposits [2]. In recent years, in the Middle East there has
been observed a rapid increase in the volume of explored gas re-
serves, whose putting into the production is not associated with
special difficulties, since countries of this region have significant
financial resources. However, the oversupply of the European
gas market is not expected — according to forecasts, in the next
10-15 years, the EU needs it to grow to 535 billion cubic meters
per year [3]. Thus, in the medium run, the significance of Arab
countries as suppliers of energy raw materials not only will not
decrease, but, most likely, with the depletion of its reserves in
other regions of the world, will increase.
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In general, in the last decade, Arab countries have ex-
perienced a stable economic growth, which is largely due to
high hydrocarbon prices and, accordingly, a significant inflow
of petrodollars in their economies. Compared with the aver-
age growth rates of the economies of developing countries, this
figure is slightly lower for Arab countries, which is to a certain
extent due to military conflicts in the region. For some coun-
tries in the region, revenues from the export of hydrocarbon
resources contributed to the development of industrial produc-
tion and efficiency of various industries. Thus, the economies
of the states of the Council of Cooperation of the Arab States
of the Persian Gulf (GCC) are among the most developed in
comparison with other economies of the region and at the
present stage largely ensure their competitiveness through the
development of non-oil industries. The dynamics of the share
of Arab countries in world exports has remained in an uptrend
(in different years up to 70 % of all Arab exports were oil and oil
products), while their share in the world imports over the past
decade has grown and mainly due to the increase in prices for
imported food products [4].

Therefore, under modern conditions, the answers to the
following questions are theoretically and practically important:
whether the participation of Arab countries in various projects
at the global and regional levels contributes to an increase in the
volume of trade, and whether such projects are of an alternative
or complementary nature; what the priorities for Arab countries
in concluding integration agreements are; whether the liberal-
ization of trade and economic ties is beneficial to Arab countries
(especially Arab oil exporters). In general, Arab countries have
similar development problems, which can be divided into two
groups: general economic ones, which are associated with dif-
ferences in the levels of economic development of Arab states
possessing different resources, and institutional problems. Thus,
the World Bank’s forecast of restoring the growth rates of the
economies of MENA countries in 2011 appeared to be correct,
however, the forecast for 2012-2016 did not prove to be true
due to the aggravation of the political situation (Egypt, Syria,
Iran) [5]. Although the pace of changes in the sectoral structure
of exports is rather slow due to the low efficiency of institutions
and bureaucratic barriers to business organization, the example
of the region proves that promoting regional trade stimulates
the improvement of export strategies.

Arab countries have a rich experience of integration
initiatives within MENA, but, despite the intensification of
integration processes, their results remain rather modest. The
trade among the Arab countries accounts for only 4-8 % of the
total trade turnover of the states of the region. The reason for
the low level of integration is the fact that the agreements do
not involve trade in services, investments, labor flows. The low
level of intraregional trade is also caused by a large share of
the oil component in the export of Arab states, and the growth
of intraregional trade indicators is provided mainly due to the
growth of trade among GCC states. Integration has not gained
a firm ground and continues to act more like a trend: many
transactions remain declarative, obligations are not met; signif-
icant institutional and administrative differences among Arab
countries remain unchanged; the development of regional eco-
nomic relations among Arab states is of less priority than the
establishment of strong and stable relations with the EU or the
US. In turn, neither the signing of regional integration agree-
ments nor the reduction of duties contributes to an increase

in the trade turnover as much as the signing of bilateral agree-
ments with American and European partners does.

The American approach is based on trade liberaliza-
tion and the possibility of easier access of US investments and
American companies to Middle East markets, in contrast to the
European one, which combines economic cooperation, political
aspects, security, as well as social and cultural projects. Thus,
agreements with the EU envisage a multilateral approach and a
more liberal schedule for reducing customs tariffs. According to
WTO statistics, 11 Arab states were full members of the WTO
in 2017 (six countries joined GATT in 1995), 7 Arab states have
observer status with the WTO and are seeking the completion
of the negotiation process and obtaining the status of the mem-
bers of the organization [6]. All Arab states that joined the WTO
were granted a long transition period. The effect of accession to
the WTO and the increase in the volume of exports or imports
of the countries was insignificant, the membership in the WTO
did not bring the Arab countries a noticeable improvement in
their positions in world trade, since Arab countries still do not
have a common platform regarding key issues and have not
formed a single coalition within the Doha Round. For most Arab
countries, the growth in commodity exports after accession to
the GATT / WTO was due to increased supplies of hydrocar-
bon raw materials and favorable pricing conditions. Despite the
improvement of the investment climate in Arab countries, in a
number of states there are restrictions on the participation of
foreign capital in the banking, insurance and other sectors. It
should be noted that most Arab states do not use WTO instru-
ments aimed at regulating international trade (in particular, the
dispute settlement mechanism: Egypt is the only Arab state that
actively uses the dispute settlement mechanism). Moreover,
since the priorities for accession of countries to the WTO are
not the same for all countries considered, due to different lev-
els of economic development, the desire of observer states to
achieve better conditions also determines the duration of the
period of obtaining the full WTO membership. Today, Algeria
has the greatest chance of joining the WTO, the accession of Su-
dan, Lebanon and Iraq will depend on the political stability and
speed of institutional reforms in these countries. The accession
of Syria and Libya may also be due to solving internal problems,
and, in general, ensuring stability.

In the external economic sphere, the integration cov-
ered mainly GCC countries, for which integration processes
developed in the following three dimensions: through bilateral
relations (1); on a subregional basis (in the form of laying the
foundation for customs and monetary unions) (2); and within
the framework of the WTO (3) [3]. The integration ties among
other Arab states can be traced only to the organization of free
trade zones, the formation of which began in 2005, but in the
integration activities of Arab states today (due to lack of experi-
ence), there are too many obstacles that can make new regional
initiatives pointless. In addition, the Arab world still does not
exist as a single economic and trade community, and a number
of Arab countries will have to implement some “catch-up” sce-
narios for some time to overcome the gap with the developed
West (this does not exclude the possibility of individual states’
coming very close to industrialized countries and significantly
reducing their technical and economic backwardness).

Today there are two traditional directions that con-
tribute to deepening the interaction of countries of the Arab
region. The first one is the strengthening of the emphasis on
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trade. Economic integration is the main factor in ensuring, in
the appropriate volume and in time, the growth in the num-
ber of jobs and welfare for the fast-growing population in these
countries, improving the business environment and facilitating
access to finance. For example, today in Egypt there are more
than 36 thousand of various kinds of statutory acts regulating
activities of the private sector, private loans are received mainly
by major well-known companies and only 10 % of firms use
banks to finance investments (this is one of the lowest shares
of bank financing in MENA countries). Trade, especially in
countries of North Africa, continues to focus mainly on the
EU, so the region received only a relatively small benefit from
high growth rates for emerging markets. The second direction
is related to access to markets. The deepening of trade inte-
gration with international markets can give the MENA region
a considerable economic impetus. However, the level of trade
restrictions remains high (despite significant tariff reforms),
which is a serious problem, restraining the economic develop-
ment of the region. Most MENA oil importing countries have
simplified and reduced tariffs in the last two decades, mainly
within the framework of trade agreements with the EU and
the US, but tariffs in oil-exporting countries remain high (on
average of about 10 %). At the same time, empirical evidence
suggests that, on the one hand, increasing the openness of the
region to the level of emerging markets in Asia could increase
GDP growth per capita by almost 1 % per year, on the other —
the current potential of oil importing MENA countries allows
increasing own exports by almost 50 % compared to modern
volumes. This requires careful preparation and implementation
of medium and long-term purpose-oriented programs.

Thus, for example, the purpose-oriented program of the
Ninth Five-Year Plan for the Development of the KSA (2010-
2014) became the basis for the long-term development strat-
egy of Saudi Arabia until 2025. The priority of the latter in the
context of listing the mechanisms to implement the modern-
ization and diversification of the national economy project is
“the need to distribute the results of this growth among regions
of the country and various social groups of the population” In
addition, among the most important indicators of the imple-
mentation of this plan are the reduction of disparities in the
development levels of administrative regions, the preparation
of favorable environment for the implementation of sustainable
development; the development level public-private partnership
in various sectors while accelerating the privatization process,
incl. the involvement of the private sector in the processes of
ensuring social development and social security, support for
the needy population and groups with special needs (social di-
mension of the development process) [7].

The peculiarity of the economic strategy of the KSA is
the accelerated development of the private sector of the econo-
my (whose contribution to GDP, according to official estimates,
reaches 57.4 %) while the government has managed to turn it
into an active and independent partner of the state in various
development projects and into a catalyst for investments, above
all, private ones. Thus, according to the Strategy 2025, the aver-
age annual growth rate of private investments for this period
should be 10.3 % (while that of public investments — 8.7 %),
and therefore their contribution to the GDP of the KSA for the
period of implementing the Strategy 2025 should grow from
16.3 to 40.2 %. In addition, it is planned to increase the share
of investments in GDP by 2025 to 40 %, compared to 21.4 %

in 2004 before the start of the implementation of the Strategy
2025. This demonstrates the government’s determination to
implement an economic breakthrough in the field of modern-
ization and to change the country’s former economic structure.
The modernization strategy is also aimed at increasing the role
of various non-oil sectors of the economy that have competi-
tive advantages. Thus, the contribution to the GDP of non-oil
production sectors during the implementation of the Strategy
2025 should grow from 25.1 % to 32 %, and the rate of annu-
al growth of these sectors is planned to be maintained at 7%
[8, p. 107-109].

A significant role in the economic diversification of the
economy of the KSA is given to the service sector — financial
services, information technologies and communication tech-
nologies. Thus, the annual rate of growth in the service sector
is planned at 7.4 %, and the share of services in the country’s
GDP should grow from 27 % at the beginning of the strategy
to about 36.8 % at its completion. For the oil sector, in con-
trast to the non-oil sectors of the economy, the growth rate was
set at 2.5 %, so that its share in the GDP of the KSA decreased
in 2024, according to the approved indicative strategy [8, p. 56].
Indeed, Arab studies of the prospects for the formation and
development of scientific and technological complexes in the
countries of the region have recently intensified. Thus, in 2016,
a well-known analytical center Orient Planet Research first
published the Arab Knowledge Economy Report [9], which
notes that during the period of the falling of energy prices there
were significant incentives for establishing a diversified region-
al economy with a particular focus on cultivating a knowledge
economy as an alternative to the dependency on oil (this is con-
firmed by an increase in the share of investment in R & D in
general in all MENA countries).

As the current statistics show, and in accordance with
commercial ratings, although of the 100 leading MENA com-
panies only 29 have a state control stake, other companies with
a state capital are also quite effective. According to the results
of opinion polls, 86 % of the citizens of the KSA are sure that
large enterprises should be under state control. Today, such
well-known companies as Saudi Basic Industries Corporation
(SABIC) (petrochemicals, plastics, metallurgical products, fer-
tilizers), Saudi ARAMKO (oil refining, petroleum products),
Emirates Airlines, Aluminum Bahrain (ALBA), and many oth-
ers are most successful [10, p. 86].

In the development strategy of the UAE - Economic
Vision of Abu Dhabi 2030 — four key priorities are identified:
1) economic development; 2) social development and devel-
opment of human resources; 3) development of infrastructure
and preservation of the environment; 4) optimization of man-
agement decisions of the government. At the same time, in the
social block of the priorities, the leading goal is to ensure full
employment and create high-quality modern jobs for citizens
of the Emirate, as well as to ensure high, in accordance with
the world standards, level of living, knowledge-based economy
and social services [11, p. 3-7]. It is planned to fully transfer the
economy of the Emirate to renewable energy sources by intro-
ducing recent innovations; create a competitive private sector
by improving the business environment, increasing investments
in the economy (including its infrastructure), namely: energy,
construction of industrial and commercial facilities, objects of
transport and communication. The concentration of resources
and better management are aimed at achieving the average an-
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nual growth rate of the Abu Dhabi economy at 7 % in the period
until 2025, and subsequently — to 6 % in 2030. The growth of
the non-oil component of Abu Dhabi’s GDP in these periods is
planned at 9.5 % and 7.5 % respectively while the share of non-
oil sectors of the national economy will increase from 51 % in
2016 to 56 % in 2020 and to 64 % in 2030 [12, p. 11].

The economic modernization policy is carried out pri-
marily in the interests of indigenous citizens and provides them
with economic privileges and guarantees of their social status.
The main goal of the “emiratization” of the UAE labor market
is an increase in the share of UAE citizens in the total labor
resources (it should reach 54 % during the implementation of
the development strategy) and wage growth (today its monthly
average level is about USD 3 thousand) [13]. At the same time,
the most attractive conditions for doing business and living
for all foreign specialists are created. For example, the UAE in
the World Bank’s rankings of countries on ease of doing busi-
ness and the World Economic Forum on the effectiveness of
public finance management today ranks 5th and 6th respec-
tively. Confirmation of the fundamental psychological law of
J. Keynes — the richer individuals are, the greater the propor-
tion of income they save and the less they consume — are the
following indicators: consumption expenditure (in percent of
GDP) of GCC countries has decreased over the past ten years
from 61.15 % to 48. 52 %, i.e., 1.26 times, and in the future, ac-
cording to forecasts, this trend will continue.

Regarding the forecast sources and parameters of the
implementation of the modernization policies in MENA coun-
tries, they are seen as follows.

The main source of the modernization for countries of
the Arab region is public finance and public-private partner-
ship, since the financial base of the transformation is provided
by the production of oil and gas by companies whose capital is
controlled by the state. The state financial and investment poli-
cy and the system for implementing state contracts and projects
financed with the participation of state capital have turned into
some most influential levers. In this regard, there preserved the
Keynesian approach to managing the economy, the commit-
ment to the policy of planned investments, and other levers of
government influence on the structure and proportions of the
national economy, which is reflected in the scope of financial
programs. Thus, the state investment in the economic devel-
opment of the KSA amounted to USD 385 billion only for the
period 2010-2014, Abu Dhabi — USD160 billion for the period
2008-2013, Kuwait — USD 125 billion for the period 2010-2014,
Qatar — USD 226 billion for the period 2011-2016. At the same
time, conglomerate forms of both state and public-private proj-
ects are used, which is confirmed by the outrunning growth
rates of the latter and increase of their contribution to the total
volume of investments and employment [14].

The BOT (build-operate-transfer) scheme is widely used
in such Arab countries as the KSA, the UAE, Kuwait, Qatar,
Bahrain, Oman, where a private investor can build an enter-
prise, a power plant or other economic facility, operate it for
a certain period, ensuring the expenses coverage and the neces-
sary profit, and then transfer it to the state (the facility is repur-
chased by the state). Thus, private capital has the guarantee of
maneuver and the ability to invest in some other sphere, giving
the investor flexibility in decision-making, while the economy
receives the necessary planned business facilities. Under the

modern conditions in the Arab region, this scheme is consid-
ered by experts as the one that has a great potential for ensur-
ing the economic development [15, p. 3-15].

S. Hertog, a well-known expert at the London School of
Economics and Political Science, in his paper on the function-
ing of quasi-state companies in the KSA, makes the following
argument for implementing public-private partnership in the
countries of the Arab region. State investments in production
in the form of holding companies with the participation of state
capital in various sectors (energy, industrial and communal in-
frastructure, transport, communications, manufacturing, pet-
rochemicals, metallurgy, building materials industry, construc-
tion and operation of large commercial real estate) allow in-
creasing supply of production factors and products that fill the
markets and restrains the growth of prices [16, p. 77-80]. This
is confirmed by the statistics on MENA countries, especially
GCC members, which are recognized as the most financially
stable and, despite the events of the Arab Spring, are constant-
ly increasing investments in the national economy and social
sphere (the annual inflation rate does not exceed 5 % in the
KSA, and 1 % in the UAE).

Regarding the forecast parameters, under modern con-
ditions it is possible to distinguish three stages of the economic
renaissance of the Arab world, although chronologically they
may not coincide for all Arab states, due to the existence of cur-
rent differences among the countries (in particular, the various
scales of damage caused in recent years by military and political
conflicts in individual Arab countries). At the first stage, after
ceasing hostilities and establishing peace, the destroyed pro-
duction capacities, infrastructure, housing stock, especially in
Syria, Iraq, Libya, Yemen, and Sudan, should be restored (only
in Syria the economic damage from the five-year war according
to the latest data amounts to more than USD 400 billion).

The second stage is stabilization (or economic rehabili-
tation) — comprehensive economic reforms aimed at financial
and economic improvement of the country: the financing of
projects, restructuring of the state budget expenditure, devel-
oping of public-private partnership, stimulating of private en-
trepreneurship in priority sectors of the economy. The state will
continue to retain its presence in the still relevant diamond of
national advantage by M. Porter, as a sort of external determi-
nant capable of detecting both positive and negative influence
in the process of reformatting or recreating the entire sectoral
economic profile.

The third stage - the structural reorganization of the
economy and the decline in the level of farming — the most
complex and lengthy, can be conditionally divided into two
periods: the development of the concept and the program of
reforms and the implementation of real reforms. T. Heggy,
a well-known Egyptian researcher of Arab economies, notes
that “transition from the planning stage to particular actions
is extremely complex and usually occurs in open confrontation
between opposing conceptual courses of the centers of power,
some of which firmly stick to the ideals of the past, others are
aimed at new opportunities arising in the future” [17, p. 118].

It can hardly be expected that the economic revival will
take place evenly in all countries of the region. The oil exporting
countries (the first group of countries), continuing their policy
aimed at diversifying their economies, will in the long run in-
crease the share of the export sectors — the chemical industry,
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metallurgy, manufacture of science-intensive products, and the
sphere of modern services. The countries of the second group
will be oriented towards choosing the specialization from com-
petitive industries of their own diversified spectrum. The coun-
tries of the third group will focus on import substitution and
selection of export industries whose competitiveness is based
on traditional national advantages in agriculture, fishing and ex-
tractive industries. In the future, within the framework of RIGs
of the Arab region, the policies of the member countries of the
regional associations will be influenced by the so-called Vanek
Reinert effect: free trade among countries with different levels
of development (under conditions of accelerating the globaliza-
tion process) will lead to the intended leveling out of the most
efficient industries in the least efficient countries [18, p. 282].

The collaborative connections among RIG member coun-
tries form social capital in the form of relational rent, i.e., a su-
pernormal profit jointly generated in an exchange relationship;
and the economic potential, combined with the complementary
competencies of various participants in the integration process,
enable them to overcome organizational inertia (interaction of
built-in stabilizers). The harmonized economic interest of RIG
participants as well as the resource potential are possible only
in the situation of a high level of trust (relational rent), and as
a consequence — the emergence of stable collaborative connec-
tions. Relational rent can be obtained only through joint unique,
special efforts of partner countries involved in the integration
process that specialize in individual economic spheres of the
alliance [19, p. 662]. Its determinants are specific assets, pro-
cedures for the joint use of complementary resources and the
capabilities of “collaborative institutions” (financial institutions,
research centers, universities, associations, state structures), as
well as effective management of interorganizational relations.
Regarding resource constraints, they are eliminated within RIGs
by modifying the connections and redistributing resources in
accordance with the changing needs of the participants in the
value chain, and most importantly, the needs of the end users.
At the same time, the well-coordinated efforts of RIG member
countries make it possible to reduce uncertainty and neutralize
the irreversibility of initial investments.

On the threshold of the XXI century two essential fac-
tors that distinguish the trajectory of Arab countries of the
so-called “catching-up” development from that of the leading
countries are clearly defined. On the one hand, this is the un-
even spread of knowledge and technology generated by mod-
ern economic growth. For example, the mass use of modern
anti-epidemic drugs in Arab countries gets ahead of the spread
of production technologies, which results, on the one hand, in
a reduction in mortality and an increase in the life expectancy
of Arabs in the countries of the region with a lower level of eco-
nomic development; on the other hand, in an increase in the
world population rankings of the share of developing countries
that started their modern economic growth much later than
the countries of even not of the first, but even of the second
echelon of development [20, p. 30]. However, at the same time,
structural transformations of the world economy have created
new opportunities for choosing a strategy by the Arab coun-
tries, whose economy is oriented towards export growth and
integration into the global economy. The fact is that in the turn
of the 20th century the world economy existed in the form of
a global market of goods and capital, which was based on the

gold exchange standard and the strategy of import substitution
and industrialization; however, starting from the second half
of the 20th century it entered a period of reduction of customs
tariffs, openness of the capital market, under conditions of us-
ing not the gold-exchange standard but the system of floating
exchange rates of the world’s leading currencies. All this, of
course, have contributed to the accumulation in Arab countries
of potential for economic growth.

On the other hand, the tenacity of national traditions that
can influence the economic development of the Arab world as
awhole (the mentality, the beliefs of Islam, the criticism of ideas
imposed by the global culture, the priority of isolationism and
self-elimination policies, the maintenance of traditions in some
cases little associated with social progress). Rejection the blind
copying of the experience of advanced industrial countries to
minimize social risks in the new global experiment is primar-
ily due to the attempts of Arab scholars to interlink and unite
Islam, the state, and the Western market economy as the key
factor for the further development of the Arab world. In a situ-
ation where Western norms of life and morality penetrate all
corners of the earth, dominating all kinds of knowledge, indus-
trial production, consumerism, culture, and inventive activity,
the policy of refusal to interact with the “industrial North” can
lead not to strengthening and developing MENA countries but
to their further weakening. The risk of remaining an outsider in
the absence of openness, interaction, assimilation, critical re-
thinking, and creative reproduction of knowledge in the Arab
community is increasingly determined by the high standard for
measuring global scientific knowledge and technology.

The medium-term forecast of the further integration
among Arab countries in the MENA region is made with re-
gard to the following aspects in the development of economic
relations. First, the policy of Arab governments should focus
on economic growth (according to forecasts, at least 6-7 % per
year), which will create thousands of jobs and significantly re-
duce unemployment. At the same time, a rapid shift towards
high-tech production will require power structures to take
decisive steps towards diversifying and modifying the national
industry, reducing the dependency of the economies on energy
resources [21, p. 9]. Such shift is possible only upon the condi-
tion of strengthening the presence of the Arab region in the
new economy, enhancing the system of public incentives that
supports active application of knowledge.

Secondly, the guarantee of fundamental freedoms (free-
dom of speech, gathering and expression, etc.), based on con-
stitutionalism and the rule of law, since they serve as a starting
point for the reproduction of knowledge, creative and innova-
tion activities, revitalization of scientific and technical research,
must turn into the necessary prerequisite for the creation of an
information society (knowledge society). At the same time, it is
necessary to improve the constitutions and administrative and
statutory provisions in order to eliminate any restrictions on
the rights of citizens, abolish censorship and regulatory prohi-
bitions on the dissemination of knowledge.

Thirdly, since in the era of globalization the spread of
generally accessible quality education is becoming increasingly
important, it is necessary to ensure receiving by the population
at least secondary education, promote higher education, invite
independent experts to assess the quality of all levels of educa-
tion, etc. In addition, in any sphere of socially useful activities
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it is necessary to introduce the achievements of science and
technology, create opportunities for research work through the
promotion of fundamental research, formation of a centralized
regional creative and innovative network covering the public
space of the region and receiving support and assistance from
relevant international structures.

Fourthly, it is important to include the main elements of
the cultural heritage of MENA countries in the basic informa-
tion model of the community, with their assimilation as part of
the structural motivation for cultivating the national informa-
tion system in the mentality of the population and in the con-
text of protecting the subcultures that inhabit the Arab East,
supporting their mutual enrichment, development and pros-
perity. Otherwise, the implementation of complex and multi-
faceted measures for the structural modernization of the Arab
region threatens with political upheavals, manifestation of re-
gional forms of separatism, and outbreak of inter-confessional
and ethnic conflicts.

At the same time, the “center of gravity” in the Arab poli-
tics of European countries is shifted towards the Mediterranean
region, and since the middle of 90s of the last century this di-
rection has become one of the priorities for the EU. Its impor-
tance for the European Union is due to geographical proxim-
ity; close political, trade and economic, cultural, and scientific
ties; influence of emigration from the Maghreb countries on
the social stability of Western European countries; the need for
cooperation in the antiterrorist sphere and prevention of illegal
immigration; as well as increased competition in North Africa
between the EU and the USA. The cooperation of the EU with
the countries of the Maghreb and the Levant is carried out in
the context of the Euro-Mediterranean Partnership (EMP). In
parallel with the European Economic Partnership (1995), there
currently in force such agreements as the one reached at the
Western Mediterranean Forum (the “5 + 5” formula) and the
Barcelona process: the Union for the Mediterranean. Establish-
ing partnerships is slower than it was originally thought, since
the development of the EMP is continuously hindered by the
development gap between EU and Arab countries and their dif-
ferent understanding of the priority areas of partnership (while
in the North the security and counteraction to illegal immigra-
tion are the basis of interaction, in the South the growth of eco-
nomic and technical assistance of the EU to MENA countries
is considered the main vector of the development of the EMP).
Thus, in general, the geo-economic situation in the Arab region
is now shaped by a tripartite influence — comprising local play-
ers, countries of the Middle East, and extra-regional countries.

Regarding the forecast and assessment of the long-term
economic prospects of Arab countries in the MENA region and
the opportunities for achieving the goals of the third stage of
the reforms, it should be noted that the significance of Arab
oil exporters as world financial centers will grow. The petro-
chemical, metallurgical, aluminum, cement, building materials
industry, mining, food processing, infrastructure facilities, and
services will become the key sectors for investment. A moder-
ately optimistic scenario — continuation of the economic re-
forms that began on the eve of the Arab Spring (privatization;
liberalization of capital and labor markets, system of foreign
economic relations; modernization of financial institutions) —
involves strengthening the role of the state in stimulating pro-
gressive structural shifts; deepening the export orientation of

the manufacturing industry and services; implementing social
reforms (reorientation of the grant-based system of social se-
curity towards stimulating participation in production activi-
ties and the national education systems towards meeting the
demand for personnel of high-tech industries [22].

Conclusions. The current stage of socio-economic de-
velopment of Arab countries is associated with the following
features. First, the predicted accelerated and substantial re-ap-
proachment between the capitalist “center” and the Arab “pe-
riphery’, unfortunately, did not happen. The economic dyna-
mism of the Arab world is mainly related to the accelerated de-
velopment of GCC countries, while the rest of Arab countries
continue to remain economically inert. Secondly, the economic
gap among Arab countries themselves is increasing, which
results from both a significant influence of the demographic
factor on the growth of the economy (the rate of population
growth in some countries cancels out the positive effect of the
economic growth) and the high vulnerability of the national
economies due to political-military conflicts and natural di-
sasters. Third, the slower pace of the restructuring of the Arab
economies in comparison with those of Western countries is
due to the ambiguous results achieved in various spheres of so-
ciety (education, reform of the health system, the preservation
of the gender gap in the labor market, the realization of civil
rights and political freedoms). Although the regional econom-
ic integration and trade liberalization (in a global format) for
Arab countries in the medium run promotes trade expansion,
and the cooperation with the WTO - structural reforms and
growth of compliance of the regulatory and legal frameworks
of Arab countries with international standards; in the long run,
the regional integration will retain its priority over the global
liberalization. First of all, it is about the effectiveness of bilat-
eral, and not multilateral, agreements that contribute to inten-
sifying the trade relations both among Arab countries and the
latter and their partners.
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