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EXECUTIVE SUMMARY
The second economic summit organized by the Foreign Ministry of Qatar and the UCLA Center for Middle East Development, was held in Doha on March 19–21, 2007. The conference, Enriching the Middle East’s Economic Future, focused on enhancing the Middle East’s economic future through a prism of challenges and opportunities. The potential for investment, integration, and trade were juxtaposed with the challenges of security, energy efficiency, and social welfare. Policies based on concerns surrounding Iran were also prominent themes. Equally important was the unique mix of participants and experts. The event drew 228 elite leaders, decision makers, and scholars from the Middle East, the United States, Europe, and Asia.

Several themes were common across all plenaries and panels. First, trade-offs between the efficiency of private firms and the welfare considerations taken by publicly-owned enterprises are inevitable. Second, both consumers and producers—in developed as well as developing markets—have an equal and complementary role to play in the future of energy security. Last, regional cooperation in the coming years is of utmost importance. 

Each challenge presented was complemented by an opportunity that could mitigate the risks involved. With proper investment, the region can transform its current surplus of oil and gas wealth into sustainable improvements in the region’s economic and social structures. Environmental concerns present another challenge to the future of the energy sector worldwide. Even so, such obstacles provide opportunities for innovation, technology, and the accompanying investment in alternative energy sources and energy-saving technologies. 
Security as it relates to the economic future of the Middle East is two-dimensional. On one side lies security related to the transport of oil and gas, while on the other are matters of regional security. Consumers—especially those with increasing energy demands, such as India, China, and Japan—have a responsibility to contribute to the security of the region. Producers also have a responsibility to efficiently and reliably supply products.
The following list represents the top recommendations culled from across the groups:

1. Create regional security centers.
2. Generate opportunities for regional forums as mechanisms for constant dialogue, based on the Asia-Pacific model.

3. Re-examine international financial institutions and widen global markets.
4. Cultivate a greater awareness of cultural/religious nuances in an effort to find common ground upon which to strengthen consumer–producer relations.
5. Invest in energy infrastructure. A pipeline and requisite infrastructure to connect countries in Gulf areas to areas of consumption either in the Far East or Europe were specifically recommended. 
6. Re-examine the composition, nature, and diversity of investment in the region, emphasizing sustainability and social safety nets.

7. Follow up on labor issues, including the problem of increasing pension-created deficits in virtually every country in the region, labor migration and expatriate labor, and inclusion of women in the workforce.
The Plenaries

Six plenary sessions addressed the overarching themes of the meeting. In the plenary on The Asian Powers and Gulf Security, security was discussed along two parameters: 1) in a traditional sense as it relates to peace and stability, but also 2) in terms of energy security.
An Asian security agenda in the Gulf could be aligned along four main tenets: 

1. The “hot spots”: Promote regional security by concentrating on “hot-spot” issues, including the situation in Iraq, a nuclear (and confrontational) Iran, and the Israel–Palestine peace process. 

2. Development: Develop the regional economy in a way that ensures equality and mutual benefit.

3. Trade architecture: Create new mechanisms for bilateral and multilateral cooperation between Asian powers and the Gulf Cooperation Council (GCC).

4. Dialogue: Work with the GCC to promote understanding between energy producers and consumers. 

The creation of a West Asian Forum (WAF) would be one way to pursue the objectives laid out in the “four-point plan.” Such a regional body would promote trade and investment between India, China, the United States, and the Gulf.
Panelists in the plenary on Energy and the Dynamics of Regional Development addressed the region’s outlook, particularly the Gulf countries, suggesting that it was in a precarious state. Although there are positives—investor confidence remains robust, economies are slowly diversifying, oil prices remain strong, and the future of India and China in the region appears bright—there are several negatives that may outweigh these. Uncertainty surrounds the future role of the United States and mounting security concerns, slipping supplies, and the possible ramifications of responses to climate change pose additional, serious problems. A majority of the discussants touched on the future of the United States in the region, particularly its clout and ability to secure its interests. It was pointed out that China and India have the most to gain from a weaker U.S. presence in the region. Some of the panelists expressed the need for the United States to change its policies in the region through dialogues and accommodation or risk confrontation with other external actors (such as India and China) and the further destabilization of the area.
The plenary session on Investment and Government Reserves considered the nearly $3 trillion in reserves held by Middle East countries, and how this favorable current account balance could be used most productively. The group considered the current market strategies employed by the region and how these strategies might be adjusted to maximize social and financial gains for the Middle East countries. There must be forceful reforms on national, regional, and global levels in order to maintain the structural improvements now in place and accompanying growth. The group also covered employment, the effect of current reserves on markets, exchange rates, geopolitical issues, and the regional economy. Using their comparative advantages and alternative types of investments, managed through hedge funds and private equity groups, could help the Middle East countries reap returns from their current surplus after the cash flow slows down.

The Gulf region is currently experiencing its greatest period of economic growth. However, it is encountering increased difficulty in the provision of pension funds and fundamental benefits for expatriate workers. In the plenary on Pension Funds and the Social Safety Net, panelists considered how to strengthen this crucial piece of social infrastructure in the region. They attributed these problems to several issues: government indifference, a migratory work force, restricted budgets, high administrative costs, low contribution rates, and poor management. They high-lighted the growing deficit between the amounts of money contributed to these plans versus the benefits received, predicting that at the current pace pension funds will be depleted in fifty years. Governments must take immediate action to prevent a worsening of the situation or there will be political and social ramifications.
How should the economies of the region be transformed and integrated into the global economy? The general consensus reached in the plenary on Competitiveness was that the Middle East should leverage the emerging economies in the East and take better advantage of trade mechanisms available to improve its competitive position in the global market. Understanding the risks entailed in leveraging China and India, and how to navigate the realities of these foreign business environments, was seen as the best way to mitigate their effects. While several participants had input on how to deal with China and India, there is a need to consider these issues in all their nuances at a future conference.
Finally, the plenary on Regional Security was dominated by the current tensions between Iran and the United States. Deep suspicions remain between the two countries, which both sides must try to overcome. Although the situation is extremely volatile, all discussants advocated dialogue and negotiation. One possible mechanism would be the establishment of a regional security dialogue that includes all concerned parties; another proposal was dialogue between the United States and Iran, conducted at the highest levels. 
The Specialty Panels

The specialty panel on the New Asian Role in the Middle East analyzed the problems posed by the burgeoning demand of India, China, and Japan for energy from the region. Obstacles to a secure partnership addressed by the panel included the question of the degree of interaction in the region (that is, to ensure stability), approaches to promoting investment between the regions, and the need for dialogue. Panelists made numerous recommendations; among the strongest were a need for cultural/religious accommodation to facilitate mutual investment (for example, Islamic finance programs); improvement of consumer/producer relations; and the re-examination of post–World War II financial institutions (such as the World Bank and the International Monetary Fund) to accommodate Asian interests. 

The specialty panel that addressed the Middle East Energy Scene in Global Perspective discussed issues of investment, innovation, dependency, and security as they relate to energy. The group concluded that oil disruption risks have increased and that the natural ability for dealing with these risks has declined. Panelists and participants spoke of the need to invest in infrastructure and alternative technologies to provide new sources of energy. The group agreed that China and India should be brought into the International Energy Agency (IEA). It also suggested that the Middle East needs a regional energy fund.
The Investments, Pension Funds, and Competitiveness specialty panel concluded that there is a need to re-examine the composition, nature, and diversity of investment in the region, emphasizing sustainability, and social safety nets. In addition, there should be a follow-up on labor issues, including the problem of growing pension fund–created deficits in virtually every country in the region, the exclusion of migrant laborers from the system, and the increasing inclusion of women within the labor force. Finally, there should be an examination of models of global market integration.

REMARKS BY DISTINGUISHED SPEAKERS
Highlights of Remarks by His Excellency Yousef Bin Hussain Kamal

Minister of Finance and 
Acting Minister of Economy and Trade, Qatar
This conference sheds light on the future of this vital region. The region was far from economic success until the last century when raw resources became important. Last year, I welcomed and appreciated President Clinton’s views on reform, transforming the region into a complex economy, and reaching our potential to produce raw materials. I would like to add that financial investment helps in the development of the region and in our rapid and increased demands for energy.
General Clark asked me about Qatar’s experience with economic development over the last twelve years. There have been two strategic factors:

1) Employing the natural resources granted to Qatar through the grace of God. We invested heavily in these resources and our economy has doubled every five years. In 1995 it was $8 billion (USD); in 2000 = $16 billion; in 2006 = $52 billion; and in 2013 it is projected at$100 billion.
2) A focus on education and health, because these two resources will help us later in terms of building up the capacity of the people of Qatar.
Recently, it was asked: “How does Qatar strategically plan financial objectives under the security circumstances of the region, for example, Iraq and Iran’s nuclear program? This has been going on for 30 years—the Iran-Iraq War, the first Gulf War, the Iraq War—and any person in charge in Qatar has to assume that these circumstances will continue and take them into consideration. 

Qatar can survive for 18 months without exporting any oil or gas. Other countries in the region? One month or less. Other countries cannot just rely on energy exports.

There is a responsibility to nurture and protect viable sources of economic growth. We need to face the challenges, both producers and the consumer—it is the mutual responsibility of all parties. What also needs to be taken into consideration is the human cost of the war for resources—this too is the responsibility of all.
There must be cooperation to lay the foundation for a suitable environment for growth of human resources and experience and link to the international economic development and structure, especially to services.
Finally, I leave you with a question: Does economic growth create regional security or is security needed in order to sustain economic growth? Which needs to come first?

Highlights of Remarks by
General Wesley Clark, (ret.)
Senior Fellow
UCLA Burkle Center for International Relations
This region, and this country in particular, is truly the center of the world, the region with the most dynamic economies, with the vital resources for the future of humankind.
We are facing the culmination of a fifty-five-year-old dream following WWII. There were major economic disparities in the world and, step by step, we have provided a foundation for development. Today, everything has become possible, even for countries that had struggled with impossible underdevelopment. India and China appear to be surpassing the developed world.

The challenges we now face:
1) Can this production of wealth be productively utilized?

We have seen failure. We need rational systems of resources allocation, efficient production and mechanisms for self-sustaining growth.
2) What kind of growth?

Is it just? Legitimate? It must benefit the populations: We must look at the impact of government decisions on their populations.
3) Production doesn’t happen at the same rate.
We must find harmony because we are all in this together. We must find a theme of cooperation.

4) Security

Will we have the absence of armed conflict that will allow us to utilize the resources to benefit humankind? There are three possible solution scenarios:
1) Continuation of the last four years’ unease.

2) Military action and an increase in armed conflict within the region.

3) Dialogue within the region that says there can be a different future because war and violence are not inevitable.

The military has a tough role in the economy because we don’t think in terms of saving money. We focus on destruction instead of construction. But it is more challenging and rewarding to work together for all of humankind. 
Highlights of Remarks by

Spilios P. Spiliotopoulos

Member of Parliament and former Minister of National Defense
Hellenic Republic of Greece

I am honored to be here in Doha as the Honorary Chairman of the Center for Middle East Development of the University of California Los Angeles, and to share with you the common ambition of a peaceful, secure, and prosperous Middle East.

The Middle East in general, and more specifically the region of the Persian Gulf, is of particular strategic importance because of its huge energy reserves. It is characteristic that, today, 70 percent of the oil reserves of OPEC come from Arab countries and Iran, while 50 percent of the natural gas reserve, for the most part, is produced in Qatar and Iran.

Looking ahead to the changing world, the governments of the Middle Eastern countries could direct their capital towards wider economic sectors, creating new business opportunities, in areas beyond the traditional enterprises that are related to oil and natural gas.

Increased energy demand with respect to the environment plays a significant role in the global economy. Investing in alternative sources, that is, wind power and solar energy, constitutes an important step in the promotion of new assets for the states involved.

Tourism constitutes yet another example, demanding security, clean environments, educated personnel, high-level customer service, and cultural, athletic and recreational events. Equally important is the MICE—Meetings, Incentives, Conventions and Exhibitions—segment of tourism.
The recent 15th Asian Games that took place in Doha afforded the country a precious heritage as an athletic city and venues that can be used to promote tourism. Following the Greek Olympic experience we witnessed an increase in tourism due to the success of the games, which combined our sports heritage, our culture, and a secure environment.

The human factor constitutes the basic ingredient for all reforms. Continuous investment in education is a must, so that more young people attend school, thus increasing their opportunities for higher education. Emphasis must also be given to business education and areas of technology, such as telecommunications and information technology.

At this point I want to mention the initiative of the government of Qatar to invest in education collaborations with institutions all over the world in establishing the Qatar Foundation's Education City. The entrepreneurial dexterity in the Middle East can be improved with the creation of a society based on knowledge, the promotion of a healthy and competitive macroeconomic environment, and the encouragement of regional collaborations.

Last week, the Deputy Prime Minister and Minister of Foreign Affairs of Qatar, Sheik Hamad Bin Jassim Bin Jabr Al-Thani, visited Greece, signing an Agreement of Economic, Industrial, and Technical Collaboration. Greek construction companies and banks already have a presence in Arab countries and vice versa, while Greece emerges as a major financing and enterprising center in Southeastern Europe, a region of nearly 250 million residents. This agreement broadens the horizons of a fruitful regional collaboration for both countries.

It is very important to realize that in today's interdependent, turbulent world, what threatens one of us threatens us all. The security of one is also the security of the other. This awareness should constitute an important factor in guiding our policies for the benefit of our societies.

We all recognize that economic growth is directly connected with a stable and secure environment. Consequently, the region should steer clear of crises and conflicts; serious initiatives must be undertaken by the world community so that crises and conflicts in the region can be resolved according to the rules and principles of international law. At the same time, security can be enhanced by development. Security through development was the basic doctrine applied successfully by the EU for the reconstruction of the Balkan area.

The integration of common strategies and policies towards economic transformation and integration may be long and rather complicated. But this is precisely our role: to overcome obstacles, to step forward with determination, and to work in unison and coordination, so that the Middle Eastern area is transformed into a powerful force of dynamic local, regional, and global economic growth, with the main objective always the security and prosperity of the societies in the region.

THE PLENARIES

Plenary One: The Asian Powers and Gulf Security 

Moderator: General Wesley Clark (ret.) 
H.E. Hamad Bin Jabor Bin JassemAl Thani, Secretary General of the Qatar Planning Council 

Yuriko Koike, National Security Advisor to the Prime Minister of Japan

Amb. Liu Xianghua, China

Yashwant Sinha, Former Indian Foreign Minister, Head of BJP’s Foreign Policy Team

What are the security responsibilities of states that consume resources produced in the Gulf? How can they facilitate the uninterrupted flow of energy to their homelands? In the plenary on The Asian Powers and Gulf Security, security was discussed along two parameters: 1) in a traditional sense as it relates to peace and stability, but also 2) in terms of energy security. 
General Clark framed the discussion by presenting two views on the relationship of energy security and general security:

1. Oil and natural gas are just commodities. They have nothing to do with government policies. Energy should not be factored into security considerations—energy policies and security policies should be made independently.

2. It is impossible to divorce energy and security. The region is at the very center of world economic development because of the global economy’s sensitivity to disruptions in energy markets. 

The discussion reinforced the notion that these parameters are inextricably linked. Discussants felt that in the coming years it is imperative that Asian states—given their rapidly increasing energy demands—play a constructive role in the security of the Gulf region. Asia has a vested interest in Gulf security, as it benefits from the uninterrupted flow of energy. At the same time, the Gulf states can benefit from Asian cooperation, technology, and investment. Given this mutually beneficial relationship, the potential for synergies between Asian powers and Gulf states is substantial—synergies born of historical, cultural, and geographic ties. The Asian powers represented on the panel—China, Japan, and India—offered recommendations pertaining to security in the region. 

A Four-Point Plan for Security and Energy Development 

The group stressed the integral role the Middle East plays in Asia’s economic ascendancy. According to Liu Xianghua, the Middle East is deeply integrated into the Asian supply chain, and is thus a core element in Asia’s economic advantage. As such, Asian countries should do more to directly improve the Gulf’s regional security, addressing both traditional and non-traditional threats. She proposed an Asian security agenda in the Gulf, to be aligned along four main tenets: 
1. The “hot spots”: Promote regional security by concentrating on “hot-spot” issues, including the situation in Iraq, a nuclear (and confrontational) Iran, and the Israel–Palestine peace process. 

2. Development: Develop the regional economy in a way that ensures equality and mutual benefit. Economic growth depends on extensive cooperation and a commitment to equality and integration. Asian powers feel committed to sustainable development of the Gulf states, many of which still suffer from poverty and turmoil. Development cannot be divorced from security; Asian powers can indirectly improve stability by contributing to the development of the Gulf states. Education and unemployment, for instance, are both closely tied to development and security. Thus they are good areas to work on first.

3. Trade architecture: Create new mechanisms for bilateral and multilateral cooperation between Asian powers and the Gulf Cooperation Council (GCC). Many Asian powers would like to open their energy sector and play a more active part in international energy development. At the same time, Gulf states are interested in diversifying their economies and attracting investments.

4. Dialogue: Work with the GCC to promote understanding between energy producers and consumers. New institutions should be created to allow space for dialogue, negotiation, and cooperation on matters related to energy security and trade. 

AWest Asian Forum 

Yashwant Sinha proposed the creation of aWest Asian Forum (WAF) as one way to pursue the objectives enumerated by the “four-point plan.” Such a regional body would promote trade and investment between India, China, the United States, and the Gulf. The WAF would operate with the Gulf Cooperation Council as its nucleus, much the way the ASEAN acts as a nucleus for the Asia–Pacific economic forum, APEC. The forum would address all issues that impinge upon the security concerns of West Asia, especially the security of gulf energy.

The forum would be two-tiered. On one level, the financial architecture of free trade and investment would be discussed, in the context of security. On a second, yet parallel, level, the forum would act as a platform to promote technology and investment innovation. The emphasis on this level would be idea generation. The spirit of the forum would be cooperation—which is not only desirable, but also unavoidable. 
Energy Efficiency is Rule Number One 

According to Yuriko Koike, East Asia and the Gulf should cooperate to strengthen energy, economic, and strategic ties. In particular, she stressed that technology transformation was one of the most effective ways to enhance cooperation. She cited Japan’s significant gains in this area, creating new devices both to save energy and to use it more wisely. As oil prices rise, Japan continues to develop more high-tech solutions for renewable energy. Sharing this intellectual wisdom with other countries in Asia as well as the Gulf will lead to more efficient ways to share limited energy resources. Improving energy efficiency is indirectly tied to security. By improving technology and increasing the availability of electricity, nations can improve the quality of life for their citizens. This move in turn decreases destabilizing factors tied to civil discontent, poverty, and unemployment. 

Diversify the Economies of the Gulf States 

From the perspective of Hamad Bin Jabor Bin Jassim Al-Thani, diversifying the economies of the Gulf states is integral to security. This requires the adoption of public policies that promote social and economic development through investments in human capital, education, and infrastructure. Diversifying the economy renders the state less dependent on its traditional, petro-related energy income. To safeguard its strategic position, the Gulf needs to create hubs of trade and investment in other areas of the economy, such as communications, research and development in alternative energy, and transportation.

Taken together, these recommendations can add value to the economies of both Asia and the Middle East. They promote energy security, investment, trade, and innovation between Asian powers and the Gulf. If implemented, both regions stand to reap the benefits of energy conservation, strategic cooperation, increased cash flow, and higher standards of living.

Plenary Two: Energy and the Dynamics of Regional Development
Moderator: Nasser al-Jaidah, Manager, Qatar Petroleum International (QPI), Qatar

Flynt Leverett, Director, Geopolitics of Energy Initiative, New America Foundation
Raad Alkadiri, PFC Energy

Alex Crutchfield, Senior Managing Director, Oasis Partners

Jean-Marie Chevalier, University of Paris Dauphine

The Middle East has become an integral part of the world economy so its health and development continue to be closely scrutinized. The speakers addressed the region’s outlook, particularly the Gulf countries, suggesting that it was in a precarious state. On the one hand, investor confidence remains robust, economies are slowly diversifying, oil prices remain strong, and the future of India and China in the region appears bright. On the other hand, uncertainty remains high regarding the future role of the United States, mounting security concerns, slipping supplies, and the possible ramifications of responses to climate change. 

A majority of the discussants touched on the future of the United States in the region, particularly its clout and ability to secure its interests. Several of the speakers identified recent American “blunders,” particularly the deteriorating situation in Iraq; growing tensions with Iran; and America’s unwillingness to address the Israeli/Palestinian conflict, as major sources of instability that will continue to plague the region in the near future. Concern about U.S. policy in the region extended to the question and answer session where attempts were made to identify the motivation behind recent U.S. policies. Raad Alkadiri believed that U.S. policy was not driven by oil or Israeli interests, but by a desire to fundamentally change the region. Flynt Leverett’s explanation differed slightly by explaining that there were two currents within the White House: 1) The creation of democracy would reshape the region and lead to a solution with Israel (Bush); 2) Terrorism must be aggressively confronted and therefore the region should be reshaped (Cheney/Rumsfeld). Both speakers expressed the need for the United States to change its policies in the region through dialogues and accommodation or risk competition for geopolitical influence with other external actors (such as India and China) and the further destabilization of the area.

Another recurring theme of the panel was the growing role of China and India in the region as consumers. Alex Crutchfield stated that the long standing historical and cultural ties between India and China on the one hand and the GCC on the other are a foundation for greater cooperation and significantly increased bilateral trade and investment. As the U.S. role in the region declines, the role of India and China will grow. Moreover, he stated, the U.S. dollar will soon no longer be the sole currency in which oil is bought and sold. Finally, in the question and answer session, he suggested that the U.S. policies most damaging to the interests of the GCC are the continuing and enormous U.S. federal budget and trade deficits. Leverett interjected that the International Energy Agency can no longer leave China and India on the sidelines.

The increasing danger of climate change and the obstacles and shortcomings of how the international community should respond to it were highlighted by Jean-Marie Chevalier. While measures can be taken to save and reduce emissions, ultimately the poor will suffer. Nations must diversify their energy sources, combine this diversification with technological advances, and dialogues must be undertaken with a focus on the future of the planet.

Plenary Three: Investing Surplus Reserves
Moderator: Hani Findakly, Vice Chairman and Director, Clinton Group

Caio Koch-Weser, Former Deputy Minister of Finance of Germany and current Vice Chairman of Deutsche Bank

George Hall, President and Co-Founder, the Clinton Group

Mohsen Fahmi, COO, Moore Capital Management

John Borer, CEO, Rodman and Renshaw Investment Bank
The plenary session on investing surplus reserves considered the rapid build-up of nearly $3 trillion in reserves held by Middle East countries, and how this favorable current accounts balance can be used most productively. The panelists included experts from the private sector, who have considerable experience in public policy and public sector investment strategies. The group considered the current investment strategies employed by the region and how these strategies might be adjusted to maximize social and financial gains for the Middle East countries. It also covered employment, the effect of current reserves on markets, exchange rates, geopolitical issues, and the regional economy.

Reform to Sustain Growth
It was generally agreed that for the past several years the GCC countries have been wise in managing their capital accounts surplus. These countries have been in a savings mode, building reserves and paying down debt. This leads to the warranted conclusion that the current boom is attributable to real, structural improvements in the economy. In order to maintain these structural improvements and accompanying growth there must be forceful reforms on country, regional, and global levels. Panelist Caio Koch-Weser addressed the needs in each of these areas. 
Country-level Reforms
According to Koch-Weiser, country-level reforms should address youth unemployment, labor market rigidity, education systems, and the business environment. In many cases, labor market reform and education are mutually reinforcing. Improving the quality of human capital—producing more skilled labor—will help the region to absorb its rapidly growingly labor force. Fostering a more business-friendly environment requires policies that promote corporate governance, regulation, transparency, the rule of law, property rights, minority shareholder rights, and free markets that will encourage foreign investment. Liquidity is also of high value to both investors and businesses; implementing this goal requires a build-up of the brokerage business in Middle East countries.

Regional-level Reforms

Regional cooperation must be at the core of the Middle East’s future investment outlook. The GCC is on the right track by promoting economic integration in the form of free movement of capital and labor, and perhaps a common currency. The goal of a monetary union, while it is ambitious, holds great potential for deepening regional integration. Instances of regional economic integration should continue, such as the GCC’s real-estate investments in Jordan, Turkey, and other countries. 
Global Reforms

Given the recent shift in Middle East investments away from the United States and Europe and toward Asia, there must be new institutions created to accommodate the capital flows between Asia and the Middle East.

Smart Investing: Use Today’s Surplus to Improve Tomorrow’s Society 
In the view of George Hall, the most important priority in managing a surplus is to invest in the future. The region should be strategic about the industries in which it invests as well as in the style and size of the investments it chooses.

Embracing the Comparative Advantage

Hall felt that the region’s producers should focus on developing productive industries in the areas in which they have comparative advantage, especially energy and raw materials. Research and technology to support alternative fuels is imperative. Developing the alternative fuel industry would allow the Middle East to maintain its leadership position in providing energy to the world. Raw materials are also at the crux of the comparative advantage argument. The region can use raw materials to create cheap energy. This capability, added to its proximity to Asia, creates the potential for the Middle East to become dominant as a global transporter/exporter of raw materials.

Diversify, Diversify, and Diversify…

Alternative types of investments, managed through hedge funds and private equity groups, will help the Middle East countries reap returns from their current surplus after the cash flow slows down, according to John Borer. 
Capital flows in the region have grown. As pools of capital, created by surplus reserves, have increased, so has the demand for diversification of these funds. If the Middle East countries choose to diversify their investments, in terms of asset style, size, and region, returns on surpluses can increase substantially. To give a few examples of the contents of a diversified portfolio, pools of capital may take on infrastructure, biotech ideas, or residual interest in nuclear power plants. The key is to create a portfolio that is diversified and adjusted for risk, something that private-sector capital managers can do more efficiently than bureaucracies, in many cases. Investment professionals apply well-known market strategies, but then leverage the capital opportunistically and in a timely manner across a variety of asset classes. The result is returns to growth on the basis of these current surpluses that can then be used to fund other activities. Returns could be used for social welfare investments, infrastructure projects, or alternative energy research and development. 

The wealth in the Middle East can best be sustained over the long term by promoting economic reform and by investing strategically. Thoughtful consideration of how to channel current reserves is an effective way to guard against the risk of global decline in energy prices and future domestic upheavals catalyzed by the lack of social safety nets. 
Plenary Four: Pension Funds/Social Safety Net
Moderator: David Dunn, Partner, Patton Boggs LLP
Karim Nashashibi, Economist, Al Mustakbal Foundation and former IMF Country Director

Jamal M Fakhro Managing Partner, KPMG in Bahrain

Ole Gunnar Austvik, Professor, Lillehammer University, Norway
Emad Tinawi, Vice President, General Manager Middle East and North Africa, the Monitor Group 

In the plenary on pension funds and social safety nets, panelists addressed how the issue of critical safety nets could be dealt with successfully. The Gulf region is currently experiencing its greatest period of economic growth; however it is encountering increased difficulty in the provision of pension funds and fundamental benefits for foreign workers. Panelists attributed these problems to several issues: government indifference, an emigrating workforce, restricted budgets, high administrative costs, low contribution rates, and poor management. 

Karim Nashashibi and Jamal Fakhro specifically addressed the precarious state of pension funds throughout the region, identifying the emigrating workforce from many Arab countries as an integral factor since it removes potential contributors to government pension funds. Rigid pension plans and the lack of pension plans in the private sector also contribute to the problem. Several solutions were advocated: the implementation of accounting standards, institutional reforms, the creation of a basic pension at minimum wage level, transferability of pension to other jobs, and voluntary supplemental pensions. Panelists also highlighted the growing deficit between the amounts of money contributed to these plans versus the benefits received. They predicted that at the current pace pension funds will be depleted in fifty years. Governments must take immediate action to prevent a worsening of the situation or it will have political and social ramifications.

The growing number of foreign workers poses another dilemma for Gulf countries, according to Emad Tinawi. There is very little protection or guarantees provided to the unskilled part of the labor force by the respective countries. While several countries in the region have taken steps to help the unskilled labor force, these efforts are largely laws without teeth. The gap between the benefits of skilled and unskilled labor must be addressed by providing more options to the worker. Social benefits should be provided for all types of workers.

Norway’s use of its largely state-controlled oil resources was presented as one way to provide a viable pension fund for a nation by Ole Gunnar Austvik. The government takes most revenues through State Direct Financial Investments and a heavy taxation system on the companies. The fund shelters the domestic economy from boom-and-bust cycles, moves revenues towards future generations, and secures the rewards of the Petroleum Fund's investments for the state. It has wide domestic support and only four percent of the fund has annually been used to balance budgets. It is now one of the world's largest pension funds. The discussion now, however, is how to best use the revenues for future generations.

Plenary Five: Competitiveness
Moderator: Ramesh Chandran, Advisor & Executive Director, Forums of Parliamentarians

Jeremy Haft, Chairman, BChinaB 

Karan Trehan, CEO, Ankar Capital

John Gutfreund, Senior Advisor, C. E.Unterberg, Towbin

Emad Tinawi, Vice President, General Manager Middle East and North Africa, the Monitor Group 

How should the economies of the region be transformed and integrated into the global economy? In order to improve its competitive position in the global market, the Middle East should leverage the emerging economies in the East and take better advantage of trade mechanisms available. This was the general consensus reached by the session on competitiveness. 

Leveraging China and India
It seems that while leveraging China and India as a means of increasing competitiveness is unavoidable, there are substantial risks involved. Cognizance of these risks—and how to navigate the realities of these foreign business environments—is the best way to mitigate their effects.

Jeremy Haft discussed ways in which the Middle East might use the Chinese example. China suffers from a complicated business environment replete with unreliable transportation, highly fragmented supply and demand chains, large bureaucracy, and a fluctuating legal environment. Yet this is not to say that the Middle East cannot successfully leverage China in order to build its own economy. One possibility is to follow the U.S. pattern of businesses operating in China. More than half of the U.S. imports from China actually come from U.S. affiliates in China. In this way the Middle East could choose to invest and own businesses in China, taking advantage of China’s well-trained and relatively inexpensive labor force. This would create a situation, similar to that of the United States, in which a large proportion of Middle East imports from China would come from businesses that are in fact owned by Middle East proprietors. 
In addition, the Middle East can learn an important lesson from China—that of job training. In China, job creation and worker training education go hand in hand. Aggressive policies for job training could provide a partial solution to the growing unemployment problem in the Middle East.

As far as India is concerned, the Middle East could increase its foreign portfolio with investments in India, according to Karan Trehan. There are already existing bilateral government treaties that reduce, eliminate, or withhold taxes, making the investment opportunities attractive. India can also be used as a catalyst to entice asset management companies, wealth management, and private banking to the Middle East.

Taking Better Advantage of Trade Mechanisms 

When companies are able to achieve and sustain trade in a global market, it is usually taken as an indicator that they have achieved trade competitiveness. Emad Tinawi felt that although the GCC has made some progress in achieving trade competitiveness, there is room for improvement. Tinawi suggested that the GCC should negotiate as a bloc, as this method would enhance the competitive position of its companies. Also, trade negotiators should be better educated in negotiation skills and they should be more adequately armed with economic information. A paucity of reliable information hampers the GCC negotiating position. Finally, greater public–private dialogue and increased private-sector input would help to promote trade competitiveness.

As the Middle East looks to increase its competitive posture vis-à-vis the rest of the global economy, it would do well to leverage its Eastern neighbors and dedicate resources to improving its negotiating capacities in the global arena.
Plenary Six: Regional Security: Iran, the United States, and the Middle East
Moderator: Michael Yaffe, Academic Dean, NESA Center

Commander Abdulaziz Al Mahmoud, Director of Strategic Studies Center, Ministry of Defense, Qatar

General Wesley Clark (ret.), Senior Fellow, Burkle Center for International Relations

John Wang, President, Jennell Investments Ltd.

Francois Gere, President, French Institute for Strategic Analysis
The tension between Iran and the United States dominated the discussions on regional security. Deep suspicions remain between the two countries, which both sides must try to overcome: on Iran's side, a culture of anti-Americanism prevents them from speaking to the U.S. government; on the U.S. side, there is an unwillingness to recognize the outcome of the Iranian revolution. Regional tensions have been further exacerbated by the U.S. invasion of Iraq and the Iranian nuclear issue. 

Although the situation is extremely volatile, all discussants advocated dialogue and negotiation. The presentations largely focused on why tensions remain high and how to arrive at negotiations. Panelists differed about the causes: One blamed the ambiguity of U.S. intentions for the current standoff, saying that current U.S. policy has only aided the hardliners within the Iranian regime and turned the nuclear program into a nationalist issue. Another suggested that the problem had its roots in Iranian internal politics. Iranian acquisition of a nuclear weapon was identified as a serious threat to the region’s stability that could trigger proliferation in the area and in one panelist's estimation, constitutes a breach of vital U.S. security interests. 
One proposed solution to the growing crisis was the establishment of a regional security dialogue that includes all concerned parties; another was dialogue between the United States and Iran, conducted at the highest levels. Mediation by the United Nations was also suggested. Central to many of the arguments was the need to keep Iran stable, with change internally driven through the support of entrepreneurs and the middle class. One panelist warned that the Iranians and the world must not discount the possible use of U.S. military power.
THE SPECIALTY PANELS

Specialty Panel 1: The New Asian Role in the Middle East
Moderator: Robin Raphel, Ambassador (former) and Consultant for the Special Inspector for Iraq Reconstruction

Tadashi Maeda, Director General for Energy, the Japan Bank for International Cooperation

Yiwu Song, Vice President, CNPC International

Mingjun Jiang, Vice Director of Middle Eastern Dept, CNPC Int'l

Manish Tewari, Secretary, All India Congress Committee (AICC); Member, Central Advisory Board, Observer Research Foundation (ORF)

S. C. Tripathi, Former Secretary of the Ministry of Petroleum and Natural Gas, Government of India
Participants from Japan, India, and China discussed how they were attempting to strengthen ties with the Middle East in many different ways. Tadashi Maeda stressed the measures taken by the Japan Bank for International Cooperation to accommodate, encourage, and strengthen ties with Muslim investors by creating an Islamic banking market (through the following of part of the sharia). In general, the Japanese government has also encouraged investment through its “Asia Gateway” initiative that has provided assistance and large-scale investment in Oman and Saudi Arabia. He also pointed out the importance Japan places on efficient and clean energy. 

The panelists from India, Manish Tewari and S. C. Tripathi, focused on security and procuring good relations between India and the Middle East. They identified several developments (especially Iraq and Iran) contributing to the precarious security situation in the region and believe that there is a great need for multilateral cooperation and openness to overcome the challenges of stabilizing security in the region. Securing energy supplies to fuel India’s burgeoning economy requires the deepening of India's economic ties in the region.
Yiwu Song cited the desire of China National Petroleum Company (CNPC) to create close partnerships with members of the GCC that would be win-win situations. He stressed the CNPC’s diversification and extensive history of cooperation with foreign companies and countries.

The question and answer session revealed the constraints and shortcomings prohibiting these countries from deepening their involvement in the region. One of the main obstacles is that the Middle East still looks to the West, especially in regard to security. Conflicts among Asian countries as well as global institutions (that is, the World Bank and the IMF) that do not accommodate Indian or Chinese interests were also cited as obstacles. The recurring theme of dialogue was suggested as a means to overcome some of these obstacles. The reform of the previously mentioned institutions was also advocated. Yet even if Asian countries begin to play a more prominent role, questions remain as to whether they could provide the needed security. 
Recommendations for how to structure an Asia-Middle East Energy Dialogue included:

· Building on existing mechanisms such as the OPEC–China dialogue and the Shanghai cooperation dialogue.

· Expanding membership of the International Energy Agency (IEA) to include China and India.
· Developing the fledgling International Energy Forum to be a bridge between OPEC and the IEA.
· Revisiting the missions of post–World War II institutions such as the World Bank, regional development banks, the IFC, IMF, and so on, to see how they might contribute to this dialogue.

A suggested agenda for an Asia-Middle East Energy Dialogue included these topics:
· Energy security: Could the Middle East and Asian countries take over security of certain sea lanes from the United States? Participants emphasized that these countries were not likely to want to take over other security missions in the region, but would prefer to focus solely on energy security.
· Investment: How to promote investment from the Middle East into Asia, including Islamic bonds; increased portfolio investment for national oil companies to vary their range of assets.

· Constraining the trend toward “resource nationalism,” and the temptation for governments to acquire oil assets.

· Giving Asia a stronger voice in Middle East political and security issues, through the UN and other forums.

· Ensuring that cultural differences are understood and respected, and that there was no effort to export an “Asian model” to the Middle East.

· Educational exchanges: Branches of Asian schools in the Middle East (like American schools in Qatar’s Education City).

· Jobs: How can Asia help to promote more job opportunities in the Middle East?
· Energy efficiency and environmental concerns.

The challenges to a successful Asia-Middle East Energy Dialogue were seen as:
· Unrelated security issues such as Iraq policy, China–Japan bilateral issues, any matter other than oil security. Dealing with these could sidetrack useful dialogue.
· Controversial economic policy issues such as stabilization of prices and consumer-producer collusion, which can be contrary to the notion of a free-market economy held by the United States and others.

· Resource nationalism.
· Regulation of Middle East-Asian financial markets where the United States and other powerful financial communities think that no regulation is best.
Specialty Panel 2: The Middle East Energy Scene in the Global Perspective

Moderator: Mel Levine, Partner, Gibson, Dunn & Crutcher LLP 

William Cattan, Partner, Patton Boggs LLP
Pierre Noel, Cambridge University's Judge Business School
Charles Horner, Senior Fellow, Hudson Institute
M. S. Ramachandran, Chairman, BHP Bilton India
Stacy Eller, James A. Baker III Institute for Public Policy
In general, the group agreed that there is no current trend of growing dependence on the Middle East, neither globally nor from the United States. It is unlikely that there will be growing world or U.S dependence in the future. Paradoxically, as Pierre Noel pointed out, it is precisely because of this that the world should expect structurally higher prices and a less stable market than has been enjoyed in the past. Oil disruption risks have increased and the natural ability of the system to deal with these risks has declined.
Noel outlined two responses to a heightened risk of disruption—a government response and a market response. Governments respond by increasing strategic petroleum reserves, as the United States has done under the current Bush administration. The markets respond by operating with higher levels of inventory than used to be the case.
Although conservation and alternative energy were mentioned as ways to lower dependence on oil, in general it was felt that they are not necessarily viable options. One participant noted that a country needs energy before it can conserve it. Alternative energy is laudable and interesting, but for developing and emerging markets (especially India), it is not always an option. If a nation needs massive amounts of energy, alternative sources are not adequate to meet demand at this time and it will ultimately need to fall back on petroleum.
The group produced a number of recommendations, which fell into three broad categories: 1) cooperation and dialogue; 2) investment; and 3) energy security strategies. 
Recommendations on how to foster cooperation and dialogue included:
· Creation of regional security centers based on regional security frameworks. As outlined by Mohammed Abdullah Al-Rumaihi, these centers could accomplish several goals: establish codes of conduct between states; shift the focus from conflict resolution and management to conflict prevention; establish an effective network against terrorism; and change the tone of security from confrontation to comprehensive. Qatar stands out as a possible center (as do Jordan and Tunisia). These centers could also be responsible for providing potential mechanisms for the handing off of security responsibility from the United States to host countries. 
· A regional policy arm of OPEC: The Middle East needs a regional energy fund that is subdivided into assistance funding and investment funding in the energy sector. This then needs to be linked to some type of common security structure, much like the one delineated in the previous recommendation.

· Greater inter- and intra-regional dialogue through the entire supply chain: This recommendation has two prongs: First, a regional energy forum should be developed. Second, there should be more conferences that include Gulf producers in order to foster increased bilateral discussions.
· A West Asian regional forum as a mechanism for constant dialogue: Organizers could follow the East Asian model, which operates under the aegis of ASEAN. A West Asian regional forum would integrate issues that impinge on the security concerns specific to West Asia. One issue for such a forum should be technology and investment generation between Asia and the Gulf states, again emphasizing innovation and idea generation with respect to investment.
· A dialogue between consumers and producers to exchange best practices: For example, such a dialogue would study Japan as a model of energy efficiency.
· Resumption of the Middle East multilateral talks of the 1990s, but perhaps with different topics.
· Creation of an OSCE-like body for the Middle East.
Suggestions for investments that would pay off in the future included:
· Increased involvement by Gulf states in creating alternative energy solutions: Gulf states should also be investing in bio-ethanol and bio-diesel in order to assume a proactive role in the alternative energy quest. The future of the energy sector promises much more investment in alternative energy solutions. It is better for Gulf countries to be involved in the process rather than stand on the periphery. This helps Gulf states to hedge against future decreases in oil prices. 
· Bringing China and India into the IEA: One caveat was raised: China and India are still not positive about whether or not it is in their best interest to join the IEA “club.”
· Increased bilateral investments by India as a means of achieving its own energy security: Interlocking capital flows is one way forward for energy security in India, in the view of M. S. Ramachandran. India is keen to invest in the oil and gas sector in the Middle East. Also, oil producers should look to India as a potential site for investment in energy storage, considering its proximity to oil producers and the Far East. 
Recommendations as to how to increase energy security included:
· Creation of an international mechanism in which producers and consumers contribute security assets on a pro-rated basis, linking contribution to dependence and benefit: Such forces would permit U.S. disengagement and drawdown in the region.

· A pipeline and requisite infrastructure to connect countries in Gulf areas to areas of consumption either in the Far East or Europe: Natural gas is the most realistic substitute for oil, but successfully making the substitution depends on transport and the addition of many more pipelines. Caveat: it is often very difficult to substitute gas for oil when it comes to transportation fuels—that is, liquid fuels.

· Cooperation between national oil companies (NOCs) and international oil companies (IOCs) to increase efficiency and supply reliability: According to Stacy Eller, improved institutional structures might include:
1. Competition within home country

2. Competition in international exploration and refining

3. Adoption of generally accepted accounting practices. This step would lead to stricter monitoring of manager performance.
4. Offering publicly traded shares or commercial bonds in major international markets.
5. An independent board of directors and professional management for NOCs.
· Energy security begins at home: If a nation is concerned about its energy security it should try to constrain demand in its national market. This could come in the form of a tax on petroleum, which would have policy implications for nations that do not currently tax it. 
There is a need for a greater sense of urgency when discussing the future of energy in general. Some felt that the United States is nearing the end of its ability to influence matters in the Middle East, making implementation of many of the above recommendations contingent on the region itself.

Specialty Panel 3: Investments, Pension Funds, and Competitiveness
Moderator: Hani Findakly, Vice Chairman and Director, Clinton Group 

John Borer, CEO, Rodman and Renshaw Investment Bank
Tom Schueck, CEO, Lexicon, Inc.
Group members discussed steps that could be taken to create a social safety net for citizens of the region. Participants considered how present systems had evolved and how they could be adapted, and what economic reforms the region will have to undertake to create strong social safety nets. 
The discussion focused on two major topics: labor issues and pension funds. It was understood that all countries are at different stages of integrating into the global system, and that every agreement in that integration has, at the root, labor issues that need to be dealt with. In an ideal system, there would be a social safety net for the poor with a minimum pension, a national pension scheme for everyone (at a suggested 50 percent of salary), and then ways for individuals to supplement the national scheme by investing in other financial products. 
In the discussion on labor, the issue of labor migration was seen as central. A country’s ability to absorb large numbers of immigrants has many implications: Will the country be able to provide healthcare for all? What are the cultural effects of the introduction of new languages, religions, and traditions? Overall, it seemed impossible to isolate the economics of labor migration from the wider issues surrounding it. It was concluded that there are serious cultural implications for some countries, particularly within the GCC in regard to the composition of their population, their culture, and their tribal and ethnic heritage. Making generalizations was warned against—immigration issues are sensitive, especially in countries where identity or language is being threatened. The debate, which has been under the radar up to now, needs to be brought to the surface in the context of how different countries might be affected by immigrant labor as the demand for labor globally is accelerated by the increasingly rapid building of infrastructure. As well, the differing immigration implications of seasonal versus long-term labor need to be examined.

A number of issues were raised with regard to the development of pension funds for expatriates, starting with the question of whether there should be a distinction made between citizens and expatriates. Also a point of discussion was whether companies had an obligation to provide a pension fund for expatriates and/or a social safety net for their children or whether this was a government obligation. 
Finally, if pensions are a way for employers to compete for skilled workers, what are the alternatives? It was suggested that if salaries were higher, people could save for retirement on their own, without the government having to put a burdensome system into place. Most felt that some type of overarching pension policy is necessary, as the question of "pension competitiveness," even between the public and private sector, is intertwined with general labor issues. 

Although taxation systems within the region differ greatly from country to country, participants wondered if the system would better encourage employers to contribute if they could offset their contributions against their taxes. This might make it possible for them to make larger contributions. Such an option for employees might encourage them to put away more money on their own as well.
Although a defined contribution plan was seen as more desirable, there were concerns about implementation. Challenges included:
· A sense that investors in the region are less sophisticated than those in the Western world. This would make it more difficult for the average worker to understand the risks and potential in different investment sectors. One way to help educate investors might be quarterly reports from the system, with strong guidelines on how to invest.
· The number of products and investor access in the region are fairly limited, raising concerns about concentration and liquidity. There are few options for the more sophisticated investor.
· Pensions are political: When pensioners make mistakes or the market tanks, they may look to the government for a bail-out.
· Investors’ lack of confidence in local stock markets.
· There are few tax incentives for employer or employee (versus, for example, the United States).
A final, general concern was that the region would continue to be unable to absorb increases in its labor force, thereby making pension systems unsustainable. There were several reasons cited:
· Quality of available labor: There is a mismatch between what employers need and the skills of regional labor. Many private-sector companies cannot find people to fill certain job categories. 

· Low foreign direct investment (FDI): The region is lagging behind the entire world.
· A sluggish private sector.
· Protectionism: Some countries still protect their inefficient production from competition.

The group concluded that

· A general pension scheme must be mandatory. The large contribution base means there would be a smaller individual contribution rate, which would lessen adverse effects on competitiveness or labor costs. 

· It must be transferable from one company or country to another to allow for labor mobility. This is something previous systems have suffered from, particularly between governments and the private sector. 

· It must have a supervisory management system, independent from political and business influences. This mechanism helps to minimize the administrative cost to establish a pension. 

· A defined contribution plan, linked to an individual’s contributions, was seen as more desirable than a defined benefit plan like a traditional pension or the U.S. social security system. 
· The plan must be managed professionally. Professional management and competition among fund managers will yield the best returns. The process must be transparent, however.

FUTURE IMPLICATIONS

Moderator: Steven L. Spiegel, Director, UCLA Center for Middle East Development
Amb. Mohammed Abdullah Al-Rumaihi, Assistant Minister of Foreign Affairs for Follow up Affairs, Qatar
Shri Shashank, former Foreign Secretary of India
Amb. Daniel Kurtzer, former U.S. Ambassador to Egypt and Israel
Participants came together at the end of the conference in a session moderated by Steven Spiegel to present the findings of the specialty panels and to discuss the future implications of their work at the conference.

Mohammed Abdullah Al-Rumaihi, Assistant Minister of Foreign Affairs for Follow-up Affairs, declared that the region’s economic future relies on achievements in security and stability. He added that the development process must not stop. “We live in world that outlines a vision of international relationships according to political and strategic viewpoints,” Al-Rumaihi said. Al-Rumaihi indicated that the region is undergoing a period of transition, clarifying that these transitions had been examined at the conference as they were and as they should have been. Although many ideas have been raised about issues of reform, armament, and missiles, the most important thing is to lay out our visions about the economic future we want to see come true.
Al-Rumaihi commented on the debate raised in the conference about the necessity to find a new, multi-polar, world system, as the interests of some countries go beyond their own boundaries and reach the Gulf region. He emphasized that this debate should be utilized in future conceptions benefiting all countries, and in achieving security and welfare for the peoples of the region. 

Al-Rumaihi touched on the investment/development issue, saying that investment is linked to the political stability of the region, and that funds should be raised to push the development process forward and to help to create stability. He emphasized that the region will continue experiencing political transition until a power evolves to trigger the required balance. In conclusion, Al-Rumaihi said that the conference had pointed out serious obstacles to enriching the region’s economic future and called for discovering ways around these obstacles as a start toward creating a rich economic future.
Former Foreign Secretary of India Shri Shashank summed up India’s role and concerns, speaking of both a “Look East” policy for the Middle East to take advantage of synergies among South East Asian countries and a “Look West” policy for Southeast Asia. India is happy to take part in any regional forum whether it be the security forum or a tech/innovation forum such as the recommended West Asia Forum. But Shashank also cautioned against any tendency to treat the countries of Asia as a single entity. A nuanced treatment of their differences and congruencies must remain in the forefront of discussions. 
Shashank focused on two features of India’s society, both of which India would like to share with countries in the Middle East. First is the prerogative of all-inclusive growth. It is imperative to involve all in the development process, Shashank said. Initiatives can be set up inside and outside of the UN to speed up development. For example, there is an agreement among India, Brazil and South Africa to set up an interest fund so that a hunger free program can be implemented in the developing world. The second feature is democracy. Irrespective of their affiliations, everyone can take part in a country’s democracy and rise to any position. 
India is looking forward to pipelines (and other sorts of infrastructure development) so that investment can flow from India to the Gulf and vice versa. 
Amb. Kurtzer summed up the work and ongoing value of the meeting by saying that it was important to build networks of people to examine the region's issues through a prism of opportunity and challenge. His points can be summarized as follows:
Opportunities

· In the Gulf:

· Proper kinds of investment can transform oil and gas wealth into sustainable wealth.
· There are mechanisms to transfer oil and gas wealth to the region’s economies, especially in investments related to job creation, while still being mindful of environmental effects. 

· The social effects must be considered and planned for.
· Making the right kinds of choices and investments is the best way to mitigate risk and overcome challenges.
· Focus on “can do” issues. One of the most pressing issues is the creation of a regional framework for security to help build new security architecture and security cooperation. Another proposal was for a Middle East Finance Corporation (MEFC), to be modeled after the World Bank's International Finance Corporation (IFC), with a top-notch international staff of project financiers based in the region.

Challenges

· There is an interrelationship between the continued availability of oil and gas and the absolute necessity of building for the future. Economic investment and building infrastructure and social networks, education systems, and social safety nets must be priorities. 

· Regional security is important not just for states of this region, but also for extra-regional states. It is not just a problem of what the Middle East exports, but also a problem when the world comes to the Middle East and feels insecure.

· Policing the region is not the job of the United States. Unless we find a way to share the security burden both with countries of the region and countries outside, there will be a huge security vacuum if the U.S. role is diminished.

· The Iranian situation: Accept the choice of government of the Iranian people. It is not for anyone else to decide who governs another country. We should support the free and democratic choice of the Iranians. It is incongruous for the United States to suggest that there should be regime change in Iran, just as it would be for Iran to suggest that Israel should cease to exist.

Conclusion
These issues and others will be discussed in greater detail and depth in the forthcoming conference, “Enriching the Middle East’s Economic Future III,” March 9–12, 2008, in Doha, Qatar. 
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	Senior Research Fellow, Institute of Strategic Studies and Research Analysis
	National Defence College Islamabad, Pakistan. 
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	University of Qatar 
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	Head of the Department of Administration and Marketing
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	Specialist, Economic Planning
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	The Planning Council - The General Secretariat 
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	Marketing Officer
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	Syria 
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	CEO
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	Director
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	President
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	Group Director
	IFFCO 
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	Hashim Kudsi 
	Abu Dhabi Investment Authority
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	Assistant
	Foundation for Relief & Reconciliation in the Middle East 
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	Senior Director
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	Director
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	Lehman Brothers International 

	Pierre Noel
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	Foundation for Relief and Reconciliation in the Middle East 

	United States
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	U.S. Department of Defense 

	Theodore Kattouf
	Ambassador
	AMIDEAST 

	Daniel Kurtzer
	Former US Embassador to Egypt and Israel
	Princeton University Woodrow Wilson School 
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	Flynt Leverett
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