


In his comprehensive contribution,“Recent US
Free Trade Initiatives in the Middle East: Opportunities
but No Guarantees,” Robert Z. Lawrence analyzes
potential effects of the free trade agreements recently
signed between Arab countries and the United States in
light of their goals.The author argues convincingly that
the deep nature of the US agreements presents new
opportunities for Arab countries, but to take full advan-
tage of these agreements,Arab countries will have to
complement them with additional policy measures. For
Arab countries to reap the full benefits, improvements in
regulatory rules and systems will have to be made.
Increased integration within the Arab region, through
advancing initiatives such as the Middle East Free Trade
Agreement (MEFTA), will also be necessary. But the
agreements can also present problems for Arab coun-
tries.These difficulties come in three areas: first, in relat-

ing them to agreements with other trading partners
(most importantly the European Union); second, in cre-
ating political difficulties associated with closer relations
with the United States; and third, in undertaking the
necessary economic and political adjustments necessary
to realize the benefits.

In their chapter “Will the Current Oil Boom Solve
the Employment Crisis in the Middle East?” Paul Dyer
and Tarik Yousef review labor market trends in the
region since the onset of the recent oil boom, focusing
on job creation, unemployment, and government poli-
cies aimed at improving labor market outcomes.The
authors note that although unemployment rates for the
region as a whole have declined since 2000, the most
new jobs have been created in oil-producing countries
and remain dependent on public expenditure. Many
non–oil producers, in fact, have seen unemployment
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Table 1a: Arab world GCI 2007 rankings in international
comparison: Country group 3*

GCR 2007

Country/Economy Rank Score

Switzerland 1 5.81
Finland 2 5.74
Sweden 3 5.73
Denmark 4 5.70
Singapore 5 5.62
United States 6 5.62
Japan 7 5.62
Germany 8 5.60
Netherlands 9 5.57
United Kingdom 10 5.53
Norway 11 5.46
Hong Kong SAR 12 5.45
Taiwan, China 13 5.40
Iceland 14 5.40
Israel 15 5.38
Canada 16 5.36
France 17 5.34
Austria 18 5.32
Australia 19 5.30
Belgium 20 5.28
Ireland 21 5.22
New Zealand 22 5.17
Luxembourg 23 5.15
Korea, Rep. 24 5.12
Estonia 25 5.12
Spain 26 4.79
Czech Republic 27 4.72
Barbados 28 4.71
United Arab Emirates 29 4.67
Slovenia 30 4.64
Portugal 31 4.60
Qatar 32 4.56
Hungary 33 4.53
Italy 34 4.47
Malta 35 4.44
Kuwait 36 4.42
Cyprus 37 4.35
Greece 38 4.33
Bahrain 39 4.30
Trinidad and Tobago 40 4.06

* Group 3 comprises innovation-driven economies (countries in the 3rd stage
of development  and those transitioning toward it).

Table 1b: Arab world GCI 2007 rankings in international
comparison: Country group 2*

GCR 2007

Country/Economy Rank Score

Malaysia 1 5.13
Chile 2 4.85
Tunisia 3 4.72
Latvia 4 4.60
Thailand 5 4.58
Lithuania 6 4.57
Slovak Republic 7 4.57
Oman 8 4.53
South Africa 9 4.42
Poland 10 4.33
Costa Rica 11 4.27
Croatia 12 4.27
Jordan 13 4.25
Mexico 14 4.23
Kazakhstan 15 4.22
Mauritius 16 4.22
Panama 17 4.21
Turkey 18 4.18
Russian Federation 19 4.13
Jamaica 20 4.13
El Salvador 21 4.12
Colombia 22 4.09
Brazil 23 4.08
Argentina 24 4.05
Romania 25 4.04
Libya 26 4.00
Bulgaria 27 4.00
Peru 28 3.99
Algeria 29 3.98
Uruguay 30 3.97
Macedonia, FYR 31 3.92
Botswana 32 3.83
Venezuela 33 3.80
Dominican Republic 34 3.78
Namibia 35 3.76
Ecuador 36 3.72
Bosnia and Herzegovina 37 3.72
Serbia and Montenegro 38 3.71
Albania 39 3.49
Suriname 40 3.45

* Group 2 comprises efficiency-driven economies (countries in the 2nd stage
of development  and those transitioning toward it).
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rates rise, a situation reinforced by decreased transfer
mechanisms—particularly remittances and migration—
between regional oil countries and non-oil countries.
The authors also note that Gulf Cooperation Council
(GCC) countries continue to face significant problems
in employing nationals seeking to enter the labor force.
By and large, the authors find, the region will continue
to face significant challenges in creating quality jobs for
the growing labor force—particularly for young, new
entrants and women.The challenges will require moving
beyond government-driven labor market interventions

and selective reforms toward comprehensive reforms
aimed at inspiring entrepreneurship and private-sector
development; faster integration into global trade and
investment flows; and rapid progress in educational
reform, gender equality, and governance.

In their thought-provoking contribution “The Gulf
Cooperation Council Region: Financial Market
Development, Competitiveness, and Economic
Growth,” Simon Gray and Mario I. Blejer explore the
current status of financial market development in the
GCC region.They argue that the development and
strength of the financial sector in the GCC will depend
on economic diversification in the Gulf states and the
long-term management of petrochemical resources, as
well as on the GCC’s ability to serve the needs of the
wider region. Otherwise, these economies are not likely
to generate sufficient business to maintain the financial
sector when oil prices weaken, which may generate
strong cyclical swings. However, the authors conclude
that the financial sector in the GCC should be able to
support continuing broadly based economic develop-
ment not only in the GCC itself, but in the region more
widely.The authors argue that it is to early to ascertain
how far any of the GCC financial centers will go toward
reaching a global scale. Some aspects of protectionism,
such as restrictions on foreign investment and the
employment of foreign labor, may work against this goal.

Part 2 begins with an analysis of the health services
sector. Mona Mourshed,Viktor Hediger, and Toby
Lambert, in their chapter “Gulf Cooperation Council
Health Care: Challenges and Opportunities,” explore the
outlook for health-care services in the region.Their
assessment of health trends in the GCC reveals that
health-care demand will dramatically increase as a result
of population growth, aging, and the changing pattern
of health-risk factors.They estimate that by 2025 the
demand for treatment will rise by 240 percent, demand
for hospital beds will almost double, and the cost of
health-care delivery will increase fivefold. Governments
are not prepared to meet these challenges through the
mainly public health-care delivery systems and will need
support from the private sector for both provision and
financing.To promote the private sector’s involvement,
substantive regulatory and policy changes will have to
be made.The two most important challenges in this
respect are developing reimbursement systems for pub-
licly funded private health-care services and identifying
and enforcing a set of quality standards that will apply to
public and private providers. Many opportunities will
present themselves to private providers, who will face
the choice of either entering government contracts or
running their own facilities. Finally, private players will
benefit from scale effects by operating in more than one
country.

The potential to develop the tourism sector in the
region, one of the fastest-growing service industries in
recent years, is assessed by Jennifer Blanke and Irene Mia
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Table 1c: Arab world GCI 2007 rankings in international
comparison: Country group 1*

GCR 2007

Country/Economy Rank Score

India 1 4.47
Indonesia 2 4.28
China 3 4.25
Egypt 4 4.09
Azerbaijan 5 4.09
Philippines 6 4.02
Morocco 7 4.02
Guatemala 8 3.94
Vietnam 9 3.93
Ukraine 10 3.91
Sri Lanka 11 3.90
Syria 12 3.81
Armenia 13 3.78
Georgia 14 3.75
Moldova 15 3.73
Pakistan 16 3.69
Honduras 17 3.62
Mongolia 18 3.61
Kenya 19 3.61
Nicaragua 20 3.55
Tajikistan 21 3.50
Bolivia 22 3.49
Nigeria 23 3.49
Bangladesh 24 3.48
Gambia 25 3.45
Cambodia 26 3.42
Benin 27 3.41
Tanzania 28 3.40
Paraguay 29 3.35
Kyrgyz Republic 30 3.33
Cameroon 31 3.32
Guyana 32 3.29
Madagascar 33 3.29
Nepal 34 3.27
Lesotho 35 3.24
Uganda 36 3.21
Zambia 37 3.21
Mauritania 38 3.18
Burkina Faso 39 3.10
Malawi 40 3.09
Zimbabwe 41 3.07
Mali 42 3.04
Ethiopia 43 3.00
Mozambique 44 2.97
Timor-Leste 45 2.91
Chad 46 2.64
Burundi 47 2.62
Angola 48 2.50

* Group 1 comprises factor-driven economies (countries in the 1st stage of
development).
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