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ECONOMIC COOPERATION PRACTICES AND DEVELOPMENT TRENDS 

IN MIDDLE EASTERN COUNTRIES 
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Abstract: This article reviews the area of economic cooperation and development in 

Middle Eastern nations focusing on the Gulf Cooperation Council (GCC) states and specifically 

the United Arab Emirates (UAE), Saudi Arabia and Qatar. The study relies on information from 

the World Bank World Development Indicators to examine the trends in GDP growth, trade 

openness, foreign direct investments and economic diversification. The article further explores the 

context of broader Middle East cooperation arrangements, such as bilateral, regional and 

multilateral partnerships. The results show that although hydrocarbon revenues still play an 

important role, these economies are fundamental transitioning into new structures that are aimed 

at decreasing the dependence on oil, and at creating knowledge-based and competitive economic 

systems. 

Key words: Middle East, GCC, economic cooperation, UAE, Saudi Arabia, Qatar, 

diversification, GDP growth, FDI, trade openness. 

YAQIN SHARQ MAMLAKATLARIDA IQTISODIY HAMKORLIK AMALIYOTLARI 

VA RIVOJLANISH TENDENSIYALARI 

Bekmurodova Feruza Azamat qizi 
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Qadamboyeva Charos Masharip qizi 

Jahon iqtisodiyoti va diplomatiya universiteti magistranti 
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ORCID: 0009-0006-5537-6103 

 

Annotatsiya: Ushbu maqola Ko‘rfaz Hamkorlik Kengashi (GCC) davlatlari, xususan, 

Birlashgan Arab Amirliklari (BAA), Saudiya Arabistoni va Qatarga e’tibor qaratgan holda Yaqin 

Sharq mamlakatlaridagi iqtisodiy hamkorlik va rivojlanish sohasini ko‘rib chiqadi. Tadqiqot yalpi 

ichki mahsulotning o‘sishi, savdo ochiqligi, to‘g‘ridan-to‘g‘ri xorijiy investitsiyalar va 

iqtisodiyotni diversifikatsiya qilish tendentsiyalarini o‘rganish uchun Jahon bankining Jahon 

taraqqiyot ko‘rsatkichlari ma’lumotlariga tayanadi. Maqolada ikki tomonlama, mintaqaviy va 

ko‘p tomonlama sheriklik kabi Yaqin Sharqdagi kengroq hamkorlik kelishuvlari konteksti ko‘proq 
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o‘rganiladi. Natijalar shuni ko‘rsatadiki, uglevodorodlar daromadlari hali ham muhim rol 

o‘ynasa-da, bu iqtisodiyotlar neftga qaramlikni kamaytirish, bilimga asoslangan va 

raqobatbardosh iqtisodiy tizimlarni yaratishga qaratilgan yangi tuzilmalarga tubdan o‘tishdir. 

Kalit so`zlar: Yaqin Sharq, GCC, iqtisodiy hamkorlik, BAA, Saudiya Arabistoni, Qatar, 

diversifikatsiya, YaIM o‘sishi, TXI, savdo ochiqligi. 
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Аннотация: В этой статье рассматривается область экономического 

сотрудничества и развития в странах Ближнего Востока с упором на государства Совета 

сотрудничества стран Персидского залива (ССАГПЗ), в частности Объединенные 

Арабские Эмираты (ОАЭ), Саудовскую Аравию и Катар. Исследование опирается на 

информацию из Показателей мирового развития Всемирного банка для изучения тенденций 

роста ВВП, открытости торговли, прямых иностранных инвестиций и экономической 

диверсификации. В статье дополнительно исследуется контекст более широких 

механизмов сотрудничества на Ближнем Востоке, таких как двустороннее, региональное 

и многостороннее партнерство. Результаты показывают, что, хотя доходы от 

углеводородов по-прежнему играют важную роль, эти экономики фундаментально 

переходят к новым структурам, направленным на снижение зависимости от нефти и на 

создание основанных на знаниях и конкурентоспособных экономических систем. 

Ключевые слова: Ближний Восток, Персидский залив, экономическое 

сотрудничество, ОАЭ, Саудовская Аравия, Катар, диверсификация, рост ВВП, ПИИ, 

открытость торговли. 

  

Introduction 

 Middle East is one of the more dynamic, but structurally complex, economies in the world. 

This area, from the Eastern Mediterranean to the Arabian Peninsula and North Africa, not only has 

some of the largest hydrocarbon reserves on earth, but also has young populations that are growing 

rapidly and governments that are embarking on far reaching economic reform. It was an important 

trade hub that historically connected Europe, Asia and Africa, and that remains significant today 

in the region’s economic plans. 

Since the last few decades, the governments of the Middle East have realized that their 

economies need to grow away from the petroleum export cycle and have fluctuating international 

prices. These plans are holistic national visions, like Saudi Arabia’s Vision 2030, the UAE’s 

Vision 2021 and Centennial 2071, and Qatar’s National Vision 2030, that will guide the economies 

to become diversified, globally competitive, and hubs for finance, tourism, logistics, technology 

and renewable energy. 

mailto:bekmurodovaferuza@gmail.com
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The aim of this article is to conduct a detailed data-based study on the economic cooperation 

frameworks and development trends of the countries in the Middle East region. The scope covers 

the wider region (Jordan, Egypt, Lebanon, Iraq and Iran), but the three major economies of the 

Gulf are given particular attention, as they have undergone the most significant change, and are 

the most well documented. 

 

Literature review  

There has been a lot of scholarly interest in economic cooperation and regional integration 

in the Middle East. The political economy of the Middle East has been dominated by the struggle 

between resource wealth, state-led development and authoritarianism since its inception (Cammett 

et al., 2015) [1]. The development model of the Middle East, known as the "rentier state," has 

allowed the governments to allocate oil revenues to their citizens, postponing the process of 

structural economic reforms, while maintaining social stability. 

The literature on economic diversification in resource-rich countries is based on the notion 

of the "resource curse" (Sachs and Warner, 1995; Auty, 2001)[2] that states the negative long-term 

effects of natural resource abundance: the abundance of natural resources can crowd out 

manufacturing, weaken institutional quality, and lead to exchange rate pressures that make the 

country less competitive in exports. This is a challenge that Gulf countries are acutely conscious 

of, and actively have tried to reverse these trends by pursuing active industrial policy. 

The study examines regional integration in the Middle East in the context of the GCC, the 

most successful formal regional cooperation mechanism in the area and the one founded in 1981. 

Hvidt (2011) contends that the GCC countries have embraced the tenets of the “developmental 

state” in their policies and practices, including in sovereign wealth funds (SWEFs) policies and 

plans, and in infrastructure investment initiatives[3]. While facing various obstacles including the 

Qatar diplomatic crisis (2017-2021) and different national vision, the integration of the GCC 

region has continued to progress due to common monetary frameworks, tariff-free trade and 

coordinated foreign policy. 

Significant work by Looney (2004) and Fasano and Iqbal (2003) has been done on 

measuring the success of GCC diversification policies, with mixed outcomes: growth in non-oil 

sectors has picked up pace, but real structural transformation is still far from complete, and oil 

revenues still dominate fiscal positions[4]. Recent literature (Al-Marhubi, 2021[5], IMF, 2024) 

stresses the need for reforms and the likely long-term falling demand for global fossil fuels due to 

the energy transition. 

The potential for wider cooperation in the Middle East is also considered in bilateral 

relations and interactions with international multilateral organizations. El-Erian and Bhattacharya 

(2009) point out that the sovereign wealth funds of the Middle East are now serious players in 

global capital markets, having morphed from beneficiaries of development finance to major 

investors worldwide[6].  

 

Research methodology  

This study is descriptive analytical with quantitative data and qualitative data in the form 

of institutional analysis. The leading quantitative data set used is the World Bank World 

Development Indicators (WDI) which provides time-series data for the UAE from 2000 to 2024 

for the following variables: GDP (current USD), GDP growth rate, GDP per capita, trade as a 

percentage of GDP, imports of goods and services as a percentage of GDP, and foreign direct 

investment net outflows as a percentage of GDP. 

Data on the macroeconomic performance of the economies of the UAE, Saudi Arabia, 

Qatar, Kuwait, Bahrain and Oman, and of the broader Middle Eastern economies, namely Egypt 

and Jordan, have been obtained from the IMF World Economic Outlook Database (2024), the Arab 

Monetary Fund Annual Report (2023) and the World Bank MENA Economic Update (2024). The 

secondary sources provide a more detailed regional analysis than the WDI dataset does for the 
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UAE. 

The analysis conducted in the article is based on the trend analysis, comparative cross-

country analysis, and structural decomposition of GDP. Qualitative analysis is conducted based 

on policy documents such as Saudi Arabia’s Vision 2030, UAE’s National Agenda, Qatar’s 

National Vision 2030, and reports from international bodies like the IMF, the World Bank and the 

UNCTAD. 

Some methodological weaknesses should be noted. Lack of information for some countries 

in the Middle East is due to limited national statistical reporting. In addition, current USD GDP 

statistics are volatile with respect to exchange rates, especially in countries with fixed exchange 

rates.  

 

Analysis and results 

The Middle East is showing strong, though uncertain, economic growth over the last 20 

years. It is the result of mainly oil revenues, government investment programs and — more 

recently — non-oil private sectors.  

All Middle Eastern economies are heavily dependent on their hydrocarbon extraction and 

export sectors, where structural factors have influenced all aspects of their fiscal system, labor 

markets and development policies. Saudi Arabia is a prime example of this dependency, as its oil 

industry continues to play a significant role in the economy today, contributing about 36% to GDP 

and more than 60% of the government’s revenue in 2023. One of Qatar’s macroeconomic 

strategies is based on the export of liquefied natural gas (LNG), which enables the country to 

support an extraordinary welfare state and its per capita GDP of more than $80,000, one of the 

highest in the world. Even the UAE, the most diversified of all the economies in the Gulf, 

established the initial capital base for its trade. These economies are oil-centric for the simple 

reason that the resource base is immense, and it is one of the cheapest in the world to extract; and 

that the revenues from petroleum flows are the quickest and most politically palatable way to 

generate state income. The transition away from these economies cannot be achieved by simply 

phasing out oil, but must involve making effective use of oil money to invest in the institutional, 

human and physical capital required for a post-hydrocarbon economy. 

Middle Eastern economies especially the economies of the Gulf states have a number of 

real and lasting competitive advantages.  

Figure 1 

Source: World Bank, IMF World Economic Outlook 2024 

The UAE’s greatest asset is its location at the heart of Europe, Asia and Africa, which has 

enabled it to develop the world’s most trade dependent economy, with trade representing almost 



 “Moliyaviy texnologiyalar” ilmiy elektron jurnali                     
 

 “Moliyaviy texnologiyalar” ilmiy elektron jurnali           3-son     2026-yil    77 

ISSN: 2181-3965 

VOLUME 5 

199% of its GDP in 2023. The UAE, coupled with its world-class logistics infrastructure (Jebel 

Ali Port and Dubai International Airport – the world’s busiest in terms of international passenger 

traffic), is a world re-exporter and global logistics hub which would be hard for any competitor to 

catch up on in a short space of time. Saudi Arabia’s main assets are size: a $1.07 trillion economy, 

second-largest proven oil reserves in the world and the largest consumer market in the region with 

over 35 million people, providing it with unparalleled negotiating power in international energy 

markets and a domestic economy base that can support large non-oil private investment. It is 

Qatar’s LNG advantage and its institutional strength in the management of its sovereign wealth 

that give it a competitive advantage. Sovereign wealth funds constitute one of the most unique and 

powerful economic tools in the Middle East, with the ability to invest in new sectors and 

technologies and providing these governments with long-term perspectives.  

Figure 2 

 

 

County 

 

GDP (Current US$) 

2024 

 

GDP Per capita 

2024 

Main economic 

sector 

UAE 552324846834,581 50273,5060469837 Trade, oil, tourism  

Saudi Arabia  1239804533333,33 -2,61945058525819 Oil and energy 

Qatar 219162637362,637 -4,86788389922177 Gas and Finance 

Source: World Bank. World Development Indicators 

 Last GDP numbers of Gulf countries are shown in the table. GDP shows how the county`s 

economy is developed. According to the table UAE main economic sectors are trade, oil and 

tourism while Saudi Arabia`s main economic sectors are oil and energy. Qatar focuses mainly on 

gas and finance in terms of economy. 

Geography, energy demand and changing geopolitical alliances influence the export 

relationship structures of economies in the Middle East. China has emerged as the top single 

destination for the exports of hydrocarbon products from the Gulf region, accounting for around 

25–30% of the exports of Saudi Arabia and UAE crude. China is the largest single importer of 

hydrocarbons from the Gulf region, as it is the world’s biggest energy consumer and demands for 

long term supply security. As per UAE’s trade with India and Saudi Arabia. The markets with 

greatest potential for United Arab Emirates’s exports of All products are India, Hong Kong SAR 

and Saudi Arabia. India shows the largest absolute difference between potential and baseline 

exports in value terms, leaving room to realize additional exports worth $28 bn, representing 17% 

of unrealized export potential. 

Japan and South Korea are two important LNG buyers for Qatar, with both countries 

heavily dependent on imported energy sources and having long-term supply deals in place. In the 

region, the UAE acts as a re-exporting and logistics center  for goods destined for South Asia, East 

Africa and the Central Asian region, and its "export partners" are not primarily a small group of 

countries but a wide spread and diverse group. The UAE’s recent signing of the Comprehensive 

Economic Partnership Agreements (CEPAs) with India, Indonesia, Turkey and Israel is a well 

planned trade diversification initiative where the UAE has sought to minimize risk of dependence 

on one market and established new trade corridors for manufactured goods, services and 

technology.  

Middle Eastern economies are very strong, but still have a number of weaknesses which 

are recognised by their own governments. The essential is fiscal oil dependency, which when oil 

prices dropped drastically in 2015-2016 and again in 2020, led to large budget deficits and a need 

to implement austerity measures, to reduce subsidies, and even, in Saudi Arabia’s case, to 

implement VAT for the first time. This procyclicality makes the welfare and public investment 

pledges given to citizens constantly exposed to commodity price shocks which governments can 

hardly control. Furthermore, structural distortion of the labor markets is one more weakness of 

Gulf countries. In the GCC countries the national population is traditionally oriented toward public 
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sector jobs, which pay more, provide more job security and fewer hours of work, than those in the 

private sector, which are dominated by a large expatriate population whose voice has historically 

been under-represented in the political process. This dual labor market is inefficient, stifles growth 

in productivity through wages and leaves a lack of full economic diversification until incentive 

systems that push nationals out of the private sector are changed. As a solution labor market 

nationalization programs should take the step of moving away from quotas and towards incentives. 

Although mandatory employment quotas have had mixed outcomes so far due to the fact that they 

do not tackle the underlying cultural and wage preferences of nationals towards public sector job. 

It would make much more sense to be able to supply direct wage support to the private sector 

national employment side by side with a comprehensive vocational training system and a phased 

out public sector wage premium; making private sector employment real competition. Moreover, 

fiscal reform also needs to be more thorough and more rapid. Gulf governments need to set up 

more robust countercyclical fiscal policies – sovereign wealth is to be built during the good times 

of high oil prices. 

 

Conclusion and recommendations 

 In this article, the economic cooperation framework and development trends of Middle 

East countries have been discussed, specifically UAE, Saudi Arabia and Qatar. The analysis, based 

on World Bank World Development Indicators and other supplementary multilateral data sources, 

shows that the region is going through a profound structural transformation. 

The UAE is the most advanced in diversification with non-oil sectors accounting for more 

than 71% of GDP and Trade intensity being more than 199% of GDP. Saudi Arabia’s Vision 2030 

is the most ambitious diversification program in the region’s history and is delivering some early 

positive outcomes across employment, tourism and the private sector. Qatar has used LNG wealth 

to create a diversified economy and world-class infrastructure and educational institutions that are 

visible to the world. 

In the wider region of the Middle East, economic cooperation is still limited due to political 

fault lines, unfinalized institutional frameworks and structural gaps in the economies. However, 

there are several frameworks that are expanding space for regional and global economic 

integration, including the GCC Common Market, GAFTA and bilateral CEPAs. 

Based on the analysis following policy recommendations are made. First, more integration 

among the nations of the GCC, in terms of finance, would have a substantial impact on cutting 

transaction costs and making the region more appealing as an investment destination; the long-

anticipated monetary union would be a part of this process. Second, there is a need for more 

investment in regional infrastructure connectivity, especially in rail networks, energy grids, and 

digital infrastructure, to reap trade complementarities between the economies of the Gulf and the 

non-Gulf Arab regions. Third, long-term social sustainability requires labor market reforms that 

encourage creation of jobs in the private sector, with a reduction in reliance on expatriate workers. 

Fourth, regional cooperation for climate adaptation and renewable energy transition brings 

environmental and economic advantages. The Gulf region has some of the highest solar irradiance 

in the world, making it an attractive region with great potential for green hydrogen production. 

Finally, wider involvement in multilateral institutions and in global value chains would speed up 

transfer of technology and growth of knowledge economy. 

The Middle East is at a historic juncture. The future of the region in the next decade of 

economic cooperation and structural reforms will decide if the region successfully manages the 

energy transition and achieves inclusive and sustainable prosperity for its increasing populations. 
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