Jriluigl gagsalo

| . i
|

S IPIRWRReSt Wy | | |1t



o) A I S gy

A edt Gasliali o9 Lo

3)13%1 (5 9lus (yuusmig (o2 331 ALaBN (13 g0
S we L8 ) ¢ LS| IS (yo

Pledigl gagSl

Oldled oo Coud 489
RY TP - ST DTTR FCTOA

Yool ol
LoLat|

i
e |

gyt (gt cyom Yoo i (M



TARARIPEIPUEN (FU-SER VI | IV ESN| NPy P S @

JRETRETIER
s anydl SLatBY! Ligad sisleadl Gusliall <1y L
— i) sasSlo /AlEie ChBsT Ll PO (e 3y15Y1 (Ssiane
AV TN bl
(o Yy g% q-

AVA = T¥ — &+ YA = 1 — § ilasy
Olsiatl T clislaatal — Jg,udl — )
VEYY/YAL YYALYVYAY o0

VETY /TAL :plaa¥ o)
AVA = ToF = s YA = T — ¢ rilay)

AY+ e —BVEYY LTo¥ | Aadall



&@)—”Q-Q})-"‘\.U‘p-u-j



el ol (52 AasaEh o \ea B ylia By il 3\ Ly
XM 5 BTN B e (g ety AR s g ind)
Roya ool iy Ausgand) g yell 20 BAN @y @l sad\
Py iy (ol s Nae B g3 AN Bias 0
g B ) BN (e Nigas oo \ Saa s e 0
Gl Q\Byy ALy A Bastl) gy g ygily Auyall Jaaly

AN e \sgi



Syl At
G2 A N (Cager) SNBSS Tita aoa

EEP PR PRV-A R WU SRR R WS VNI R SR\ SRR
S 5ol Al sgal) o Ny Ny Mbghey Sye [8aen e
0) e (2 Al S 5l sgaag (Cager) Auaiilg A ool
e \all y 2an NN A (v Ly gl e el L ((ygin
QAR LA 6y o (oA ada g Yok aZe el
s\ 5o Jacy (TRECL) ool S\ &doed sgaa Mol uds
INREREER RSSERSVEIVE ARV SR RN A WP IRT AN
LS (RN ) asba g 3 WA damill il 2 i Chisd Sae
SN 5ol sgaay AN-VARTY (ol gh) VL y5a DS Rl o iy
Sl 3ol laghs yagy Ryay (OANVARLY oy oo )
ER SR RS DR S VIR WEAT A WARS \ SRVPPRIE PR\
sae gy Aala Adey ol \fEiiwa Jacy (X0 A=Y gyl
Ao\ ANy |yl N Adaa o NS EN g e S (e
Ay ga) Madiy dagdl 3550 el s\ e\eginga Yok

Jaa\al hQ...u\_L...u =9






za.:m‘,.uu." @,)ALZ@." sy le

(S 9cind (g (o2 ) ) LW (fy g
S Lwe L8 ) ¢ L) IS Cpa 513N

bl TS Eigmdly @lalyudl e a0l L3
G2 ol 315 Riady ghsads 3ylpdly Bl Joully
Jundl giny B (5S35 Aaamall 35l @ty Jeudl of S5
il 5 351540 i) LSl pulah ce 255 A0 Zail] i
0ol o e Le ga oyl okl diad Zhgaid @e ] ula¥1 (g 4 a il
~ (ool 5 G gSanll) BLEY b 3Ll 6355 3] szl
Un 20V Apadlis ansa AL - oyl ell 3,89 (e Bale @min M
AdLall 5,lal) Hin g pall @il o7 (Enosdly duslazaYl
Lo o7 audladl 3 lmild g yall pud Aadi¥1 ) 50 dl ol
e s a8 e Jolutll AL yud pluadl plagy 3 ya
gl (L ST 51 Mo apnil] Lo yan (y5Seans 350 sl ol
Ll Lgead Bl e 3yale e Cogs
il J5ntl alagSn g ) ¢platiil plaon] Lond skl
Sl gLl e gl Galon] Jas o BLail e e 305l
fuols Guslio o Jlse¥l oka dais Lo Jaslly Lgilysle
Boslion T U LY Gaslier @als (LILE oy

PRV = aal33 =9 ‘Bﬁo':‘g‘ Lﬁy‘ g.ﬁj danlatl JLP.;}“



Pl safle

S a9 Ll sbeaad! Guslially wllaias gl o 15!
ool peY i 1B Galiall oda ol ase il Hasl oS3
gsladl Lie 58T Hnlens

e b o sYl Adadill 3 a3¥1 s Lasla (LS
il LA gl e ol STV b
oytinn (9SG Auaiilly s3LaTdY) Jymill &laaly
231 0 Lagon s Lol 3305 (oo 3T g (S0 - S
i3S SSLa Laotal Al Jyull ciin 3] £I3S o
Fmial gl SVl (e el Aas e (S o < Lgilalusidl
Al gy 0 dam S5 sl 1248 g g 3LmiBY gl
LS s yelal L2 318l 2all Jpol) Al oylod e
el yuall 51/ s 551531 ¢ ges A Lminly Lo

A eS| ST Ladga bl cslual sl sl el
Josis 35lsl el @alds OISVl of Ll aslall (o paso]
e alalazd] 1) duadall 3,1sll le LeSLEl el sLazay!
OGN gl e 3yuat g gl @

Jpdle Lileh 415 o Alaall ol illd pa w201 ey
e = B ol LY Y GLEYI ) L Zns
Bl 3kl Aaill al sl ¥ (e 5 52 — Aas oSl oLl S
LBV | Ayl paia] im a5 Abaall o3s i 35
1o 63 i 1 3L (g seseiil gl o pd Amals ¢ ylazl

M. Humphreys: :3ISU “Escaping the Resource Curse” : JUd! Jeew Sle Il (V)
¢ YooV iLaegleS dasls dadas Hlusl ¢J.D. Sachs and J.E.Stiglitz eds

g9



35\5\%\ S Fsa (Aa>ng \g’-l)X\ Sz \SAKP‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

3 gy (BLEY) 2l Gamdl LY 58 (o
Lyl

RHEIPUYIE F PO [F 3o | FUNFUL Y ERPRIONE S PN I v g
Mo syl pe el claall yebs plecad! Agdaddl
O (255 @ (g Le g2 Gl @lal ¥l (2ils aidsss (e
Slgiadl U LA 3y5ems 9o (g Aoslicdl Guslicall
Zaslall

5 By9 s oyl AB)sdl ola B il (LAl By
— Ausgecdl Lpall 3SLll Fuslingg — Eemdidl clegSal
S ) g Bulye l3ll At e BadlB il i
e Lims s Jeally csloniell Fanall culganll CalB gl sLail
il Il IS, 1 e = o] MSy - asSondl gl alss
Aansll cilgaell (BB o] s Liil g 8T Jlaal ) Lansgys S (e
L1 Y 15355 ygum Linay Legeany pa Olad jo — lanzell
A Jlewly @il o Lasleiiu! @ gw cilgadl
Vot (b3 Bsasd (LAl g b ALl 3amy by
(S Basliuall e LB degema o aaly Godio s
a9 il 1l U Jgun¥ o Lubiad C3L35Y1 et Cyoag

lle SIS, ) ey dtbagll IS, A1 seb o
Q)

oleia 2 sty b Lesd a3l
Ol - dasill jlad o Al Galazmi¥ o o ol Y



Pl safle

ol 30 Jaaid| L] 3 e praus’ ol Y A il LIS
cAagdas 9f agasme dal clig¥l B slae¥l 52 Joul

Lasletiel (onass Caye @ yuSIl dueliall Joudl of LS
LT g dushe ) G ey Aiday 550y dadill e
5 yiss AL SsLaBdY Jo I3 cra llall iy ccellly
i &5 cyag b 350 3T dadl] aasy CByany - Anaps
Ols ol Cayas il ¥ Siseta ol I oS0 tlelisyl Ledl
) 5l s (5315k ldliier ASTIL Sslaie oS
il G20 gT ) a0 oL Ee il ol o il Ll )
DY Vs G slac¥ s gay el Sl @B Ual 351 IS
-zl dylen KTy

05Sies Anile Jlgals L3l il gSond] piaioy 12
38 (Lin gl Jl3aadly . Lo i e Lgalaiianl L] dals b
3,5 b J1a¥l aluzia¥l o Lo

et 21 gl e e — ually - Bla Y et
g B D, all 3,5 Liay . diidn) cilesSad] ol
cgila gl Aueill uisd llial el da gl o5l @i
(L@l pgiilly geidl Gudad (Jo¥I alAll B (e 1y
03 I e 8IS il gkl e 3uSLall 0l gall Blal Aacusiy
Of Loyl w6y 135l Loyl g Jaall (o9 @udaill ciloas
By (Aaledl S8 @a (40 39 )l (ued ) LIl Joo|
fad B 43 yuamiy M1 el @ally Jia B yuaTs o))
Cdaz 2 3,1



35\5\%\ S Fsa (Au>ng \g’-l)X\ Sz \SAKP‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

))

25T O B Bz 3 S0l (T g2 AL D 281 La
13y . &palad ¥y Ll o Ll (e Al gad Al )
Ll e ool pllaall mllal ulu¥1 da gl of s
I (e Lol @l all slagieals Aol asdl o)) 10l sag
colS Al oia Lgd peiid wb Ul @¥lell G lena|
O O penadd Bugan 3BT miay A gdl a i «elID (ya Yo
plal glasll diaia i JI33 ¥ @¥lzma B ol plaall
Y e
ans Al lesSonll an i cnliin yall oyl Lidg
Sl ¥l (il alainly (et Led dddsd| ol
o Al 03l eldlaia oo dilall Jlga¥l T) Adadill
cilasSaml oia cilad Loga 1 gung - (dadmie 3L Giglad

loles dalgi Cagau Lgila (1 a¥1 Gl

(Y)

ale dis Bpspacd] Slaleall o JBU Jo e S

Solom g Adadill lsl ¥l of Lbs el Lasias LAY+ ¥
e el olaadl 3aby ave Agudl @57 (Bl ldlatie
158 O Leag - ootd! slocs 3 (3Lall casaiiad Jo alsl )
Les) lme Bl dailangy A slaionl @lS, i Gty oIS
oligalall Aalall Guwcu3ll Jio ipasSondl lonssdll i3 b
fin B el o3l 0L (Slalall Baaioy Luelasy!

Al LY s OIS ey b LY ol o A gl



Pl safle

obsll 33kl Aoladl Jlsa¥1) zHladl e Agadl Jaally
B Y1 Sl e Sliad Buelgdl saill Loyd Ao
(330t

By Aelid 3 Ugrdl o yuSIl Huall 10s gl aal
= 3yale Agall calSy ((aY =YY 3ymal IS @gdl
oyl @edill uos pin gl Olomagd 108 @ (e =y 0
oolaialy (Bowdl (pa Blaiw¥ Agudl HlSals OIS (egadU
Lgagual G 5o 9T ilin Hlas] Ledde iy OIS - A g
calol b colSt ety cdas Lol o (S Goeall o pull
s S USiie dgalgay Aunilall Lellgal I Jlga¥l e all
sy Le

@IS a o Jlga¥l e aupll s gl (ISl oIS il
slg - Bapan oSl e L) i gl lgdde i 5T LeShiad )
T A BN ES - JUNNICH AN JO [ L AP
5 ol plaall 5os Gadlany sLatdYI s gl 593 3k
gl ouyy3 A1 5 Gued B T Lis 0

) Gle Jpamlldals 8 (ol plhaall @ils, 5 o
Ol Gle pagill (e Sl bl U Gl (e
® ymiadly zleaiVl cildee juyady (Alally sl
sde e 3yaihe ALE @l s Mty caleUagtl ey
Dol coald 13 Sy . damiall 5 sl @IS, A e oS
053 O3 @ (e Lagall g 3 ol ¢ 1581 gy i
N EQEALYWA]

)T



35\5\%\ S Fsa (Aa>ng \g’-l)X\ Sz \SAKP‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

)V

(*)

oilay Bl iy doled! Goluall Lo Jsaudl
ol g (S didl ol alblials Agll
ez @ Oy csle il Oliae B Gadl juad el e
e HLae¥l g 2391 aag oSy Al Jgol B Lelads
lidl wldslial (uass gl cale g2l Gliua 2 jme 1345
2 ML e @is giea cLid] Lo us S dida (38 M
e Al A sl 7L asud Jls 2 o |

STy Alres 51 a5 HLafias¥l oSy s e You
uﬂj‘uu\w‘muu STl ble 3asd Lg€ g5 slas
Junal lale g3 o) agias iSYI U Sl fps e
A sleiind LT sLad| olyg yolsdl sa o pblell Jasi Jilie
Cgabed! Galuall = 63841 clidl fe Aliis

ed Jo Bl (aed ALadl aleaia¥l jom o ul
sy Yy Aalad cowd Toledl Goluall o) Aeladl

LoV Lelabing Lol es atins Loud calal] s Liuall
ALl 3l5edl Ligd Ll sl s JS Mo g oS0
DS B ABLEAI alusl ole Aesll AL esYl I3
2 Gaaliall elyue LS| peadl @gdiy Bgud o) Lo Al
el ZUL 5Ll ey
S of elidalim Y1 Goslins <LaS] souge il aal
bl 0555 ALl L] alusle o dle s e WL
ailadyadl oo BILI 3y @ B5IS il Jlasl of - Ll



Pl safle

ALl Alile Aada oY) pool 4y (Alall 235y Elay¥ly
o2 Ly Leial i Rajle jud Bsbead| Guslioalls . Lie
a3yl s e Lo il (g doasnills (o el Y &5 (09 Byl
3 el yanE OIS g a¥ A ale Gaus 3 AL L
Sle Caall fpe GsSren cLam (i sls 1S LaSleis o LI
dacgill B Faaadl (o Jundl gl e Jaall g i | LS
OVl @3 (o cho d I Qs 1B Gaaadl o lallyy
Gesliall el letinl JLEDly auadl gl Sle il g
Sl Gl (els e @il e bl g Il sk
oyl dzill Joudl Olg 3 juad ol )28 dogama 9o cagaldl
Jlie @3l bt el B LT Lo Wl Lasliel oS
Lgiegd (o p ST aza G
5 S S5 S @351 (AL oyl okl Amid
e UL Sl Bles olad 2l Zukemell S
coms ol g o)W1 5 ls dadills L Ggain o Leaing IO
Jso¥ Alnd¥l (5S35 gy Aid (63T Jguoly dinlia
Al oy = 3 paieal | Alpotll 3, a Ll 3ybaall camdy (s pela
Tl s Joadl plo tg 5l 1 (e 31818 Jguol 8153 aue
co2oY ol (e dadill (e BT 4ueS
Geoeconomic 3l yimll SLaTBY cilialy3 3 0 (12 353La s Jae 2359 55 (V)
e 3T 3 Fsbeaadl B V1 ()T 050 3 L] 3Ll ol
o Lo oIl e 78) T 8 Ay Sl el 43 ,Ldy caSIl
Bssaaadl Agpall BSLLl jSlad 53 Lei aT A yuacasg a0V yuenns

B. Setser) .l yLainY = Wndmidl Lgicbon (A GUID sgang ¢dads VY g=iy

and R. Ziemba “GCC Sovereign Funds: Reversal of Fortune”. New York. Council on

.(.Foreign Relations. January 2009

)£



35\5\%\ S Fsa (Aa>ng \g’-l)X\ Sz \SAKP‘A KA_.}\_&.‘_\A\ é;_.}\.ua}\ ;\)3\4&

)0

(¢)

Goslio B LU Jouo ¥l e 5yl @Dhe Jots slmy¥
Jods lasmy Vo 3yshaddl Lle b 4 el ) - Lol
sl Alys e B Lile ety — @Iladl 95 BL (e
caalaitl o AsladY] dgeil] dddeat Gl ,Jl

Foge all AZESH Bugerdl speall e Lele YO g aa
;Lw!usuajﬂ.au 5 aabhill cdds 389 ddady culublay
oIS, e dae cLaS] e Mss oo Lewlal el jgad
A e gt @¥lne b Blle 3yedn Gl il
Loty )y Gbimly Gilsell Adlall oy chiliy 58l
Faoln g Wandl Aacalgr Liya o7 LIS aSslen culS il oliag
gl

TS e Lolll IS, a1 i el 313150 2y
Js=ill e (Sad dadd Lgie Julall STy 398 KT cmpaly
Jols @i ele @lSa LIl dwls Alile GIS,E e el
Lodadl 5,000 Coageal layong AIUI Fodl B Lgaged
3y rleni¥l lies Ale) B g9l Jomill |ig]
Al L Jlos e LIS (e 3l culS ) 3,5 Ll
e O gy Ailadl AiY (e paliilly LISl
(35308 (53 (68 R3] 51 Bulloy ISy Auleall 020 PO
Adle Myminly plosil Gldee 3 Jsaall Lo Loy,
ALl gl e plugilly

SIS A1 e las Al Zoled Gy 0¥ G g Y



Pl safle

Aamai yiaed A3 AL Sgieall e yaiint U1 el
g Al G S, il sy fllle pugill 3aams
COlS ety e (aGill ey . lgie S8V o3l ol Loaged
e o Lol ST Aytuually Buiglly ducusyll ISl
sle 53 STy (AL gl le Mgmia¥ly zLeasY)
lle sl

Byl e e BaLal Al ol sLai®Y ) daulal |, 0a3
sl AalaBY! Al e il Budod (Sa LY
odlll e 35503 dm il S il compnd 13] — dazs —
Q1LY g el ] o - Ale ey L1y Ldle
ALl lSy 5l Adna 3500 legyiie slS58 08 e
o yo Apali Buims O] prenar ¥ i 55 1ag £(5 1)
AaalB] 1S o L] B el o gamil] o - il sLiazaS
uaiall 38 ALl 2udlll 4y B syesall e 3)al3 Fusd
LAealal) A 0 LnlaadY | Aeid! AUs Ll

(°)
Aeale IS8 L] SISpal gl Zidadl 5,550 o
S (e Lgislol 8 ALl Baal] 3 Lpageu 15105 i Fale
doall Al aotll Alaadl LI Ly (6 3a B ciniainie il LS
(5 y ol 003,31 0l 5B (e gl 5y L] S )y
G20l e Lo GIS,AN oda Gagds Llis ¥l Jua,

I3l sl Comunit sl lslatd¥l By . alall

"1



35\5\%\ S Fsa (Aa>ng \g’-l)X\ Sz \SAKP‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

v

o Lelipod @y Sl abadl culSy ) Blgmiad o Aala]
SISl o) S5l (S ddale iy (Sl - Ruali ] il
e P (po Agus ST gomd e galll e 3303 Aol
Byide ddle aulSy i I Sl 3 gt

e 3alamll Linyl Bidadl 3,850 (505 0 (S el
Uismil dsball e GBS LB e oS @ yels 281
QLIS Lgagusl 7obog dale Aealue wlSys I wlS, il
¥l Jlenaly cre T uals s (Gguu sl

Orsllall wilally 1 a4k il o JUI 3l gl ands ol
el ol ] 5l ALl lS ]y 58T 300 pLIBY
Al 2 STILg . 3l sd 2208 3 Jo1oal Losgunl 7 ylag cale
Bleal b o3 oy ooV aball GLESH 3 yatiue cilibec
O g5l as e v Il Aol Cmeiol Laysuai] 3
el ST paly gl 5yudy dgds

L aabaitl 3 20U 3lyal cupelsl (LU 3
@ T Sl Tase oo oslys Gyl ol LS (s yie
Jia3 gl il @geal 02 (19 AU B gl B Lgageal Jolos
S 55 (o] - S 1 s T (95 oo 1don 3yt B
53035 2 yac LS Giosd Lgiag AU Bawadl 1 J1sedl
Sl elelmall Cayay Lo JK83 Jgudy bl b
50500 Bagadl Adle JaoVl (ose (pe 3,08 B3k e vEE
Sl @l o A 3l Do (el alis e
5yals 3,5 M5 Lol Fanys cielis csall lia L3y



Pl safle

@l e ol OIS gl L (aY =Y oY) gl Sl
Sicls Llle cyalss 3 oSS Gaaadl 5 7yle 1 GuaySanl
g 8T Blgly ooyl

50 Fmlil @l Blyal (i clys 53T o A5
a3 lewcasll ois Jrad - S Al @loeill la
e liatl Jgudl e wuaall AU 3lgu¥) o2 el el
Bl ola B 5Ll Gasd Heun sale allaial G
Cady 18 A yleieV @l il e aaaadl oY tGaler Jg3ig
JBL (Bl ¢ye 53 ST oy ol 3 ALl @agll a2
o e wopeals (ALl SLaiBY 1y Log ¢ blill e 5u3
(DX PR DRI N PO (RN DN BU-1 B I PO | RN P
[oda o alall ilecsdl pam Jumad o) ciusbead | Gosliall
Lelanis olim ¥ Gany o o LiST 1 orslal £las B Lgaad
LU a3V Y absliwn of 163 T Olinl G2 Ao yae Hbolxl
HaLian ¢y paticall ST i v gy dos’ O (393 oo 0,35 !
U289 Aaidhe il sly Aalad] Fuudad (ol bl pag S19 A g
o3 139 conls 2y L) lewnsll o Aaiie Yl alla]
ceeed! Blaad mumall <Y1 B aeadl Bl

Ul o Anla 3 Bl alslatdYl s elln]
ALY elaaill peds of sLasY cilulead! 3 o
Boce s Lggumsis lpnall wis Lle 350lall (eSS
SPESI PSR PR ISUAFENEN RS0 Pp LT E N PRrvIm |

'A



e ‘bj\}%\ S Fsa (Aa>ng g:_\_)l\ Ao\ &‘531 7«4_.}\_5.&\ éiﬁ\.uax\ ;\Jg\.A

)4

s 59d i3 (63 (ye L L] 38T B Lol cessman il

b Gudsd (e oS Al @gn¥) Bl 3)10] B Jelo
et Boan dalid olginl o Jaalls || yaily L youy ST
)La.mu.ﬂ %M‘&L@J\Sémgﬂw‘(ﬁY”i—Y”O)
Olay> I Gy 6ol By &B3a 5y5um JBY| Lo imdil
Blad o lasdll sLad¥l uilge yail llad 3151 (e deladVl
Qw‘j‘%ﬁjﬂl?@w\abay\edﬁm \.@Lw.-_g‘tu_gi
e laall &igas Mo eged) Byen B 3B Balail @i @

aSly @V 4 ale e Jo¥ ol M (L) G 0
Lgandaiig eulS it Janl 350al M (ya e Al dals o
- yeidl g LV Guasd AGISh] B o et | (g AE jo5ad

SC GCC Index
6900
6300
5700 f ‘
5100 ﬂ ==
4500 VVA]
3900 f *WA_J i
3300
2700 ‘rf
2100 == Vo
1500 —
< e = e v
S e S S =
=) 2} =) 2} 2}
% 2 % % %
- General Index (USD)

e gl udmo 93 (2 g Y| Bgw ydi3a



Pl safle

Sl Al BB juias egedl Blowl Carss ISy
SSEU o3 faladl T B e 4 ol s el 13agas
IS B gilg)5 Tsado g ) el (o peiad | @laas o
oLt (ylall eliie Jg3 o3 Bille Jpunl oi clylie
e il o - 3lsc¥l Sl sl 1S Iyile aB Aueidly
Syl eant e Buledl @endl Blaal o mlinsyl
5300 cilagSmnd] 4 caman] By 3 cpmlil gLzl 2L
AT slemal e a0 VI L das ddle (R0160 pead e
3yasie Ldle Gga 2 ABN Saliial Jany sl saled
i) paslic e Lulid |panic

syl gaill slee I 5y T 3pe wped] Blyal 33ley
dAoldy @lgal AU allabid) ot 5685 o com (@S
oSl SIS tlgle lally pgudl ore b (Sxil
Aol clSyall peds alalas P e gapall 3
A (e 91/ ale Aealas @l ) Jomill Lajas g
OSiay ity Bl LBy dagSnll @gudU oyl !
By Leiriea¥ ) bl e 3 sLa3] IS oo bl dares
s Bl 03 35 Byad] 5B gt s 5LeidLY
Sl 5a¥ oixgd Tapand] 31531 of - Slacsill oa yue Focadl
Bleadl e 8T e dagSonll 1S3 Cagew Aealucall 3503
ety clelaall Egam gl Loyl il gleiss Ul
oV i o L Lall

B LY Sl (ams llia o 1) 5,LEY1 Husd



35\5\%\ S Fsa (Au>ng \g’-l)X\ AamN\ &3‘.3"3 KA_.}\_E_\A\ é;_.}\.uax\ ;\)3\4&

M

el aaladl A 3 geslislal | 3 gaios fin . Jaall A5 Lal
Sl ol (S5 By gacadl g pall BSLall b ue Lain Y|
i o et By 5o Ylad 193 i Logun 3 @ o
gladll @lS)d pe bl o (@blaall fie ¥z B
S Jsa ¥ Joo Juolas Ilin ud (ele o g Gl
e Gy 93 Joma @) ;a1 Oslinn3ll ol LSl
5 eldail S0 AunladY) Aaiid] oy LgeLis ol dae e
A 3l e Yy s Bl Lahans O

LaiMe Aalaily clayyds Gudad (ol e e a¥l g
Bleally A Lee¥! eilas 3l Al gy sleiiay) (o gnis
s Guplall gady (A bl Cala gVl 550a) £y ) Lol
caakiel] AW Al b Aagll 3small 0 v

(M)
ElasSnd! Alanalys Leialad oS 3l laled! o L
SoMel 54Sall Jamill jupad
o2 By-iln By5an Hlediwd) ilasSal plSaly (ud
AL o - e lil) Sias (3950 Cogan bl ¥ Hlmnl| 1S 0
Al L3 S Y ol s O (e 4313 Jaslly

w3l Gyl aEd Agsgaadl (LAY WISy ot Anlill cileglacll Langs (V)
il plhad Iy B Ley (3555 1 B (GOSI) e lain ¥l clinlill dalal
FAY dgpall dalall Lgiaalia pais (yag  dumall Lle g cian¥l aulS g
(ole) HIST ygde g - e B yimn B 78, A g cosindl el 3S,5 B
3lg¥! 2 sl (Hassana) e Aicus 38,50 GOST calbef a ¥+ <4
-(Bloomberg 1. July 2009) ddLadlg 4add¥lg dlmll



Pl safle

o oLty gll S o cms Sl e . S, Loplaa
il Jyo ¥l (e G pall 3ok ougs Aol Lailils (am
Jglaal

g Al !l Aneinld wliy (LaL > e ] Tuy 13
W o Ley cibill dISED Ja ¥ b Josetl] ot
sl 3 iy ol IS Al eandl 5T alaiad) <, s
Bl Lidl 138 oo 3yall ol ele Zeabive 1S53 )
OB g dale oslay W bl o o dadd Sian ¥ galead!
w3 lS, A g 2 4Lie o L3 Ll oS0y Syl

il gl Aail) Glis 58 (sl oia JaL Jlie bl o)
ALl ol ysball s Ll aslual pyents 21 L3l
LGUaYI 1) el yaleall Ll @ SO (e

Al



33\5\4\ S Fsa (Au>ng \g’-l)X\ AamN\ &\533 7«4_.}\_5_\43\ éﬁ.}\.uax\ ;\)3\4&

fy

a5 ale 358 5a Lol Ayl Aanll li
L1 3Lty Aeliaally sl 3155 o Al
Slegpiall (a3 bishs Joseill @l Ll oLl Chg
25 Aaadhe Sasy Aty Lealil 3 g 3]
a3 B Ll a JageS e cdian Gl eyl
S Bag Ssieun pLATly (Ll SLaBY Auvisls
REIRIRY

SIS0 lensTy ) Bl 35305 ] il s LS
G HLai¥ly (L slaty AU Bl Aaiiy Aol
cbyabadl Jogady cenlaally WY

Sile s il J3e a) 40T sy Yo b 45LS| g
Balinl ol ¥l @liuemilly Acliall Jlma 5 deiis
Ao 3l e¥lre o abLiadl ees oo ol 095 ol
5ywiiall cilegydiall dlgel ISy alanidly 3Lxill
el

o Ao o1 Aa ) Ll (39,5SI Y gl 2 ytual|




Pl safle

AW B g

Adlecal 01y Leiieadl IS5 (e iS00 e 3am
cliec s L3 sleiiiad salels degudll Glrol b3 e
G dn ol SLatBM sl Al Ul by L oLaiYl
Lasae 3Ly g Leagl Jol s @i ) lS 3l @e s (5 gy
sy Ll Bl ]l i) s 53 Aaga B151S

Susoie Alle dailiny L3l l) il el iy Ji
B BY Lo S Lo 3SLall 4y wolSyall
o2 Jsi et S i€, o o giall Syl
AL albeall @l L3 Lo idangill gl 3 JU g
zhet¥l ililee s Al 1S a0 A 3ale s

Sl langilly 3yl BlSRY @lS,Al (S
Jpsamdl i) 3 e Aleayl] Blac 5 Buslsly lans
Geslin IS5 (e 3S,LA01 51/ s 3,illl 2S5l e
e lbaall /2ued®Y) Lodled e slaiel . alasl) Lezoy|
e @ (g ST Lliads Blal oISy all sia auis 3
Ll oo Jlewsdyd Baalidl 3,16kl upais

Byall o 3l pall Builosll Buatl clis lides o
SRR
Bagas Bew abdee P o AU Gocall qos o
o SlSyall mminy S, 811 5] asede i3 @

< dalastd
iy BT 3558 e el 5oLy o
Lenis o3y LSyl ALl 50y 5 aleudl o

fé



33\5\4\ S Fsa (Au>ng \g’-l)X\ AamN\ &\533 7«4_.}\_5_\43\ éﬁ.}\.uax\ ;\)3\4&

fo

WP

Loy gl 387 AL 3] Jand 301 il IS
Ot Hlaal

calazll Gesliall delin gl

Canugilly 5 yieall A,ISLYT @IS, AN e

Sle Aadls daay clid) Jaas wcalaall sia Ga=ily

:gfﬂ Jad

1Sl ol alusinl @ty Al ale¥l el -

Adle @3y9 JS sl Baume bl leind) bt
Aaaill de giie caldTy Baasme 404018 3Ly

duazy A LA DI e Baldl ue el pdl dass
LB Byl b e 35l alasll Guoluall o A3Y)
(Ugead! /3,139 Aol qgue¥ Zildl wlS,ah)
gallaty clilead] Facwgid Lygusd] daglly allass
Ly Gl @l il o elSyall 351) alules yi5
et alpiaVly dBladll Goiae juya ug tled
By UL BLsY! Wis g paliailly BBV g
- Aobigles wguud

3 i g Acaid) U (99, IS Bl :yual




Pl safe

Gseall Aaas 3 algrd Aomialg ALy <l2S Ll 12l
A I3 e lS il a3 O ey ol 5 L
toa A yama P cra clghls] yuslaly ele Aeale culS
LOWYI HIail) el gaYl

okl Gguiually el wlin oo 38l 05S0 OF e
Lbms Lo o Gl oty 3 (goloaad] 3atialls . Luisl
B eulha o2 - Bale — e alla oS0y Ldle ate ST
Sle callewi ) Laaadl el Lles o (ailSliany al g
Lo gelng Tuins 57 Los Apaiill clid (SIy  una 3
Loy Hleiiw¥ly Basanll Laskab deill jujad o Jie
| lS a0l s dale

Aol Gaaliall jalat Blies deidl iy Hlael (S
BosLaBY Auaiill B s pmsandl ol clid fie coal I
frae Lol Baill 3 gaiam Aualinay cAusgacall A yall 3SLally

568 T pan o 1503 llome 3 sl (BNDES) el 3 ll iy (1)
5¥93 Ol VY 5uES dilagage OIS AT A ale Wlgd B L @Ilall B S
QLEEYL asdy 3 Sles Hoa (ol Glidl (e gyd g5 dFC asdy . Sopal
Wygies Blse HaT Loy Lpus Lad Sl Josenl] 2L05 3,501 3 Lealudly
lpadl il GBLE] eSS Lais ¥ sy (¥ ,A) (BNDES) clblas] cals
z;zdgl IFC culBlaily Sl ;¥9s sl Vo 3Lia¥l 3> clley (521 IDA 4zl )dy
coSapal 5¥95 sl V, T ] Sloies o3 HLaiiia¥lg Jisailly (g, At
oﬁ‘s IS I i Baslg Algs B d,n.u (BNDES) oy sLae¥! cay BIAT 13)9
) Ligg - lam S Legin 3pdll 0l Rulle A2 sae R
LeS g Lol 3y (SIDF) gasaaadl e liaall 2uaiill Bptian Ol (sulill
€ @3, 138 tag (oSl 5¥33 Gy 1Y, T BLE] GIS 317+ A ale 5 5a
toldall (g a1l ey (SIDF) asdy «lld pag - (s35acal) L@V @t Al
g s 1 el gl] lbalil] S o 25 Yy cdadd 5apasdl due Liall

i



35\5\%\ S Fsa (Au>ng \g’-l)X\ SN\ \SAKP‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

fv

ST g gAYl Lle 7yl Glidl Jeaces Leiy odazi
Ly e

(V)

VAL oas33 G il ey sl wliy SLa] o
5 3S1 LT Aulsy Eanllal La1S (580 & g 130051
3B cralid By yLeitieat] clecudell o widy o5 celi3SUS
a3V @@Vl 3l 3y Eue 3Lt

L ko liew AaLanl l Alian ol Lo Ilal 5V yiniall paSs 03
2 el ¥l aleasdl @uEd sugus Amgin 5y5h B
By ga ASua 3ale] Ll (535 1B 1 ;¥ Al Joull
e ol @i el Guinl Caupal 5B gy (Agul!
L Soma g2

Tue Lan V1 cilan 3l @uss galdl eidgll B o
Aaes oYl S8y Laygan aied Gl Ae Sl cilgll
olare S guad W LT a2 3,191 Lo AIMELLY e Hud
Bl S5t O -ApasSin alyls] LgisS 3ymma oYLl
o Tei JSES Lhitiue O LeS (sguma oy clganll o
LA gull Ay gl 4315k

i€ ((BNDES) daiild L3l ! clidl ae calolaill Lazs ¥ @i dllas 2 (V)
slanl e doeledl Blen Ul ¢l daSadl J153 Y eSOVl Alxa
OYI (BNDES) a9 — gLl 2 ol aya palaions i1 63, culS il
Sl OSLal 2 Ll @l El Ladas Al apldd) Jised due b
G Jlia 4 (BNDES) ool slaie M S ol g 120 L giand | 1S5 ol
Brazil's development bank: Central planning, The Economist,) : ylasl . ad] sl
-(April 16,2009



Pl safe

ro sl s ey A5S, Rumgill oia 33155 Y
3555 LeisS Il BbLinl lamiaa ¥ Lo 350305 56LiSH 383
3253 B egew | ;a¥l AagSal a8 laadl Aals
s e AalyBe, il el b Al Alabull de il
el

poit Ul el pie B 4,3l sl Lol Jie
Ala¥ly AU A dELY] A lain Yl Slaaid] Calies
gl (e omaya g e AL 10l cilandl oa Al
e it Lils (UL 5l5ell clgad] oda A 3ymeny
Cogan willd e Lalac 530S 51 355 3550 & gall 300500
Js plias yue Lails eeud of aleadl oia Lle o
ke yally Lagdlae Lasoas 3l mswuydl i3 3 Loy igya
(Y1 lamdl e el Loyt @ S J1ge¥1 5T (sl
)il b e sy

alllise Gl Gaals 3 oyl 1) e s Jich
Y53 el T+ jilies Wiy cealy Ll Azl alals

o dols Slew el Buguis dasls La] il
ARG Bygem (cady sl I oe 351aWls AIMELLYI
alaalondl o) il 39 4BLESTAl 3 T il oLad¥I L)
oS Aoy B3l Heealanll calocudll Linsl o (8IS

Lo slaily qill clhael oluladl asd of oSer (JE Juw Sle (V)

I goliiall Sl L5 (e Jpanmdl (e pudlinll (alall ol Ainiie

@ G palins JSi B G hole 5e¥l 1 dayy claalad! Lgans
RERPOPT

fA



35\5\%\ S Fsa (Au>ng \g’-l)X\ AN\ \3‘.3"1 KA_.}\_E_\A\ é;_.}\.uax\ ;\)3\4&

Fa

Cagms 413 351 @l Byl liasiie ) Lebisou
Loy e il Jlse¥1 il I iy e Lote S cuaiad
L0 ) gl 3] e Touas ¢G5 ylo 3as Lt

Ayl gy gl Ml fe Cdlay T Sy
51 il g Apaglal Busuia crn Bl s Lomie (9l Ly bl
03 Sl bl Gae Iy b Loy syl cilacuge sae
oS IS d o Rols Amile cilgx JB e Laglasi o
Lo J8 pomdy 92 Gle Adle Anby)ull asy 055 O
By cndmill] 3l 3303 e Aueudatll cloasl aus
Byl il 5055 S - suandl OOl Gllazia Ll
Ssinall Lrailly Rl s o e gty 3o e
o 053 O cem @@l g O 0T o (Loudl Aaylasd|
LY p3lga 5Laa) Lo 3,030l

e 305 05S3 o Linal agdattl clwssll Gle ma
oobal Gle Ll Layiags @i I 3 Y1 sV I
AE yaelaty igmmdl amdnl) ool 2Vl Calinl (sl
3ol yall lylea s of Bugalll clyledl o7 cilaslall
oo Lol 31l 1385 (B Jues le ol L sl il
Jead Slg Bae 5y g ol algll @l aulgadl alizes

Gl 3850 LA 0l s ol JEL o dllliue Gl Zaals o) AaEsdl o (V)
ool Anss B aliw I (KAPSARC) Jo,udl calomly dulyud 4.\]\4;;
el s OF a2l Lelw 16Sapal H¥9s Odly A Leiegd Blle i
iyl 5o 31) Loy JBT Allle llL) 355beay @3 | SES IR
((Lady LgasS (e 38T cAlidie Bugie il il 35000



Pl safe

g oLl s,lell 1 okl Leze JS

oozl cye Bleaall 12 5 BagSmdl 53 3ot oo (i
(et gyl g g ecnlialaad 1355 ) cslaniell Ll
el o3l oo S Jae Baolia

Beid b Aeglaill ola Lo ceuiir U 330l o
el alaseil e Asminly Aigylly 3:LaSII o ,ST Hud
iy Jy dasSell (Say A e A0yl celaiie 0)las
IS O s ezl ale bl alys e (250 e
Leaumm 83 59 ) o el ymlly e CBgn danlad duiufa
b3l Bl e W10 juuetd A giie duale pli JLoY
LY

oy 3l Led (gl Aalill OLadl S5 Les,
Aslinsg e Lein Y1 lonnd| e Lo yud o umanll cslaaind|
2 5 @ oladYl ] onalimdly ol ,aall deaall clly
Sl Al lacwdll e waadl sLiils (3,1 el gil
Jlee 31 JISATs eulaill Jloe 2 Fuanl ST alges caallasal
Lasly cllyg Agadl 13 e ojuiad i (3 Y1 A sl
cbeuS ) @ona 439 ciliwiuga

e yarme LY LeS|yall Budadil) ailal ¥l alasial of
B3l e Almiadly Lyl e Adiedl clawill e
> o=@ e G pall adsey O LA e Agall Aygil
e Al bl L leEle Sle slalll ellailly 3 ys Yl
Lo (agacdl 3331501 3 dueLein ¥l culenidl Lo 3La3YI



35\5\%\ S Fsa (Au>ng \g’-l)X\ SN\ \SAKP‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

)

zoln Ley AasSadl dijlge @ paas 40ISk] e St
3y A s Sillg FE e I AT o
(M)

Adeall Jagardl el )3 (guadantl Aalall AU fuse blas
Al BlS sl ¥l g3 07 A B (Bl el calisd
oSy lgie LelS @laaill s @ ofy 38, Al
3950 033 Askimll 2 il 1) nlia¥1 Lalaill vl
i O Oy Amlilly pladdl ) pans aliiis ables
bl Zmbiall e Yoo Basls llins Zeasd Callall Ly

Ol AaSadly 2B 3ol alaie o lia ua gy Leda
O b (aS5 A wlia Adgull Ailiue 35 bl
@ 3aama ladd pe sl ¥l (pe Bausme 3yl ga doyy Aiuyles
Loke (Jallg - adgudl oyl B ),SCe g le Lgaladeil
30Uy Ayla¥ ) EIELY] i ol aliie 4 g B el
e B3kt el Lulal Lo Ll - e ialadl gl
29+ 9 [aloms Agan o A5lae ulial e 9T Aiall 3515511
o ApagSndl ilgall iy AU AN LI Lgaiad Bl
degame e agupll (o ys clld B Ley Bugae 3ylay J1seY
OIS all b e calizd Y ey (A3Madl culd £ Saall

Al Bl st o loll (o G (B Lo ] A8l
Sl ol Jedal alels susly diasS> bl Leal|

Sl Gmys Gyl e dbsle alaill SIS Jiped @ JEL Joes Sl (1)
LealaB s 3l bl e



Pl safle

Srasm poyed Alia e Fealill Slsly Yy LuasSndl
315l Lol i) Sy 31 a1l YU 3la L
o BSLA ALl Sy - Jyuod! Jaeed (e ¢35 51 Ayl
L) sLiiel Linis @ res il sl Bl b3 Lel
B 511 gl Ayl ALl ulsl ¥ e ey L3 59
gl ALl B o ye actiey el BIS [3] i 3y
Ll Agieall A5l e sleie¥! e culenill daut

(Aaglle yud Lelall 2L 3,15Y o 2all Lapyall (4S5 1B
Al 5T Bagame ol yiie Lo clasSadl wlans oY 1yl
gl 31a ol el b il Lo i 455 il LS
Of lagSaell iy 3l (e - 3811 (e Ly g AcalaY|
Sy e il e waldyl cLad] Led il gliosl o (583
gl lShies e Layid 5T ol pie JS b el

Sy Lot Ll dadill 2l ol 3l Lo
S Tyl Lalaiag Loidle g y35L1 ggill iy 3, EposSn
Bogdio Laydy Gl Aaglall e podl el eyt galany
Baaail] CaLBY (S gy 39y (535 pe dmly 6oben
Lo 5 Libmn Leea¥1 ¢y bl okl lowen oy ALl
(L Crrmldl =1yl 1 (e Jiie 5omd e Labls] 23 o3
Cogen g5 (e Slind miniie dumla 3,l] e slad i
Fwcidall ol Busey ilslygl Gl Aminly Leges pllacal
il

Jel3 s Lelay o) Cyes auin U1y Tl ole gl

r1



35\5\%\ S Fsa (Au>ng \g’-l)X\ Sz AA‘P‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

Fy

yilie 3ymy AasSonll Lo Slacs S Gosliaall (e
LlSaly @ G Alans Gle golahy w3 g0l Y
e Youg A Leia¥1 L3 b Al ellacy! Jaus
Ol gl (e o€ sue Lblacs ale g8l sl Gla el
Bytine JI Lesy il churcss @ommndl 8yuien dpLetinyl
Jlsa ¥l e s gl Led 0580 o3 il Alaadly alall (e
oig) b gy lgagudty A, 501 @ilgyd le alis 550
s b iy sle Aleial cler Leduag Rull
N VAPPRA P

(39,0 Ausleadl Gasliaally dasodl Jutd! 55 (s
usleeal) Gasliaall Jore A y33l1 Lkl J5 o 131 2y
s 3 35l Sl s 5eB o] g Lail JalSIL
T JB1 i & crag ol ¥

S oy o Bl 335 ]~ ey — 1 limy
G 1 39V e gazma Lgl (o ot 1 Hlaliell JulaSg s
SL e 21351 s Lo Aarinst] 3,051 sl s 3rdat oy
Bl 2ap3U1 il Shaalls Lebisiy Lok (sl yil Aia
e ol sl oo Slind Byl L3
A58l 31 sausd Jid D @ o Ay - AU LemSld
Gaaliall A6l

(4)

clgadl Bl 8ol oy e Baaatis degasme iy L& (ys



Pl safle

ceedl Blead dapiid sueld slml LB cgen OF Aansl
L5 laiill sl ¥ s of - Lyl y el
03 Gl aylell e S 5u® L sgdee Guoliall cLaSY
) ¥y @laiall Ayglsl sllae] pa clayleiid @b
il Calims god BBV Hleiial 4 g O (0 @201 Sle
Guind @ (e 3 el o ol 4B Jsol
Shleiil e calizd s yia] alldiel 8 1Sl
LBV L] Al B . (olidl gLaall (e o paiead | L2
deaddl (o Lgialanl dolSal o colwndll o Loy Lol
D ey 4895 50 Ay B3 guzma ()5S0 dids o1 4y Lazd Y|
i ud plhad gag) Glaadl Jles B Hliwl e Lelay
Shleiiad| Julas ) dalos] (3ahill b 3,08 ol laii
s aged! dn g3 s U1 el 9a¥1 2|y Juadl g (A 9ol
ol Jia gy o) - Jglaill dx gylall @gedl oy cilewn3l
375 Abodl e oS 503 dergls bl ey pe Al
=l Ligd (3ol S Cagas o Ja ¥ Alygle 03015 gt
ke dealos il s I @lS, Al

Joadl o 48y o) olis 4l 0y dasSll agai 18
(eeed] ot Laslasial yue dagan Aelad 5,5 gold e
el yia] Clewd @bl I zlsd ¥ Gl el e

Apeiill ey Dol ras (B cealeadl 02 lond #liae Jiaty
@laaty Adgadly ddoll il Wi calizay o yuall
Lot @lalym¥l hgsd e dea il & yleinal Gasliall

2



3)\5\%\ S Fsa (Au>ng q:_\_)l\ AamN\ &\531 7«4_.}\_5_\43\ [5;‘;\4.\4:3\ ;\)3\4&

Yo

Jogod 53135 8 Aaleead) ol Lo Ul b (Calagl
EALSUATIPSVN ijj Aale @l ) BBl @S, Al
e Lelles L el Lgd =i Adlanaly 3)l5 le
o et A8l Al pl toldlg=tiu Ny cilaleniY
o Yoty el iae] @l yLeinl ) Adaiill il ol Jagnd

.@33 @LA Q\)Lafnlu\ 3 =R

Ldaail Slsl )

:

S g S
Saled) Boio dadal Olgatl PSP § 1 A
dcds o3| OIS it
AT OMelall 15 g N
Aot A9t Aol Y

oo Jsall AL 3yl e Aibeg IS8 oL o)

Juiiens Olesad Cogllall yaniall o ccalial Al i3] gt
A3 Jadl 3Ly ASLell 3 pgilly AusLat3¥| doa
cleliall 4o Lyags Lile 153 caals o)f Zakatell i Le 130
Lo g cassl ¥y ccbiglesSo ity (Joyidl sfia (Apeus )l



Pl safle

S o o e 35005 5555 o Leale comad slelicall n
gl Jlnll 1 o Ll Bla sl AleLafl (a1l iy
gl IS 1L Clatiol Cils ]

ISyl e LadY Ao Sl i) 5ysl aa aud Lo Ll cli
ey spma e Aueal ST Ll diea¥l @l Ll
w5 3,9 0¥ Ll kel Goliall JMs e Lile
Bﬁ&éiaﬁuyw@uﬂmmgbﬂ)mOTL@j
spoma Ausledl Guslicall aady e Lall 305l 3l Lo
oty LY ey Lo AU slpall Glagin 3150
Al 3 yuatl 3l duenll 3157 &liey AL

BT il i 15,13 (31 5 0 B 13, L531 5ot
¥ LY ol L, il S5l 3 e
3 i AL @dlaladl le binl 5o W pua 5,L51L gl
el Bl s ey 3 201 cBll i L Asloaadl Guslical
Gesliall oo 35U G gSal o) b (S5 Aa e s |y
Losy LaiT 1 ey 1 (SIS Salill B 3)itmte usbos
a3y ALl Lailyd o b diclyy I aiias
oo 53 ole LoeSe @i oo Sy liie BULI idbelal
Bsled! Gosliall 515 e clesSomdl pams s el
Yy Aeiis sl comen elyn agudll Blomal Tl Ll
oyl LY Al o gLl el fie 53

Ll amlyia¥1 Ll alaf Zaglie cllia (s

a1 LYl s able (3 By e 6y LS Lolas

1



35\5\%\ S Fsa (Au>ng \g’-l)X\ Sz AA‘P‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

rv

Aliny ALY Aagall 39,0 ) Bblin) (lagee Ll
(KIO) 58 38,8 jLetianl 3 Jie (ALl 5alpeadl (ans
i Agiall Aslally (BP) syl ol 36,8 o
1yl ((LINOCAL) L ;534018 Ca sl JLulS Jasi oy 50 38
S b (e9) Rl Glsllh By st sy Byl
cdas Gl alSyall pla ta¥ladl oda puen By - Buill
el ya Sy (Joull 3slen @lSys SIS Jlall lia
e e $2alm] ALl lim (s o )l e LS
33l Lgalmnl oy chiles 35,5 cl3lsminnl ol (JEL

sl Jua (15,0 2 g @f Azl i Lgienly

Loy cddabaadt ylnid) (po Lgadad (ool (ug)ys UL
g Liaa 1y
5T Lol @lS,all Jd (e ot Gl @lblsxiud] o
Wyll Lgd s ¥ Sully Asladl Zealad) @lS,s
ASslall by Wylan (Jozell 3,5] (87 (gl Al
- JalSIL
ddle bisaio da gl il @ISyl bl gomial (5SCw @
Lozl 3,15) JBT Lgagusl Bagd camnazil Sl
SISyl Jlaal of 2 yall aludYI b3l goiical ()55 03 @
cre oS elilis 3l gl 33LS) Joazell 3y e 3,001
(gsd! aa
€y Lomayd3 gt comy L uia ¥l Leina¥l e



Pl safle

e liatl AUelall clgadl JB e (Jundl gmd Lle oiuasd
v L1 £ e Lol culgadls 3slas « ST A 5
G5 Jlealy e Badaiill @lsl ¥l Jagad OlSar Bandl
ety S, a0l gy S Gy - e lio Jlewdy )
1 A8l Adadill ol 0¥ Lissd B sl e lial
o 35 0T (S Sl e Liall ke gy el wgd Jlowa

3 S A3 il Ll

(1)

5y Apebiy dpladl wlad 3)saill ddeall GoSin
il Al Jaudl Lle

o2 s Lol le Alaall oda (HLal oty uB
Of @5l (ag . 3580y i Jy Bulias 3T pue (lglas
laia (ra J8T 9T Buasly Jagad o oY Bgladdl Jucs
delicall Aadl i s damznll (o, 3Y
Of il (Sayg i iy Aueld iy | (gagacl
(S, ASea sl Alaad Uy w3l el A

o2 @il Gl Gleitiadl Wl de gamma e M1 eVl
Leady Slanie HLas) oSey a3ld Bl LBy datall
o o A1) laalandl ol Layy L 3o¥1 CBLBGY) Al
sl I By ol gV el A i, At 1 il 519
e AU Lt 53l com Loyt aslacdll oia

O Lalats Al el ol Lajlas] 59,0 pa e gSnd

A



35\5\%\ S Fsa (Au>ng \g’-l)X\ Sz AA‘P‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

74

L5 Ll e Al gl 3050

i JSE8 A1 gy 3V @bl ple ety Blyla o
e Aol )y Lgedal oy s Slnbs
7ol dosad comy (JUL e lad t3dad (239 ciliasia
eelatl @ent e ) Al ol miell allloe Lt
ey (Sl - el @laill 35059 e Aldiiws Lglan g (Ll
Lo Al aladl @l poslaid alllige Ul g oydin Jugas
CAUE

Baazma Bl jojat ¢y T Aatiee ilnge L3S @1 13
O 9l caglally calusaly I Aiul ys aom &8 Jio daglgl cld
(ol all G2 Adeo Sl Aadi¥l wes of A yadl L) Bagn
cndlS el e AU 3516l avast bl Sle el

2 BBV LasY Junall Jlel) Il @ulad! Jiay CBgs
3ygums Sl ol Aol cllin cond oSdg (19Y) als
Calaaly dad i el ge s LadY Ao ool g 0S| cllia . a0t
oo Alolad] clgad! Jie cdadall (alaadl of (daladl Al
aglgl @l dpelaial Calual Gubmil el @lldy (alayVl
cepaall OISl o S

Cosen - Lgazma 2 3 ko o1 3,08 CBLBSYI (aay ()55
OF 31 g pasn Anaal el Aoge BBV alomal sy Jiay
Bylie las yubis gf lan € jous allacs L3Il (oL
(Bl e Alolad] cilgad! e Lajlad] cdgn Sl daglly

4Ll o] - Lgeaazig 35l oll a9t 2 s (o Lo g w93 B9



Pl safle

s e L3531 oL Bl 355 sl o ylomill Fuasn 1|
s e (§3LE B (e lad 1B dadde B Bueld e oy
23 )eS Aoy 3)lell aades
55050 CaLBgY! Lo Alaalodl cilgadl saas Jgis 3
5y580] Lle 6yl Silga daiad 0B Lais <Ly oLl (ol Y|
Lee 5By il @13 il Shulsg ALl Aiauaiill
Aaial| mSLll Bplal Alewy sl JSy ey o 1,k

claastl @uadiy 3,10V (G giae Crwig

rAsalatB Y HIaid) dga g (ro D9 AGY ) COlgantl (I i

31 AasSn Ailiue ST Ampty HagSindl yp adh
¥ bl Gads ) ELis| (3] asSn e

28Ty due @lSA e 5 558 ST pols pllad a9y
el O Y1 Ll elina o BasSonll Lo i Loz
Olawdll o 5o€ sue 18 e d5lan 653 @IS A0 el
BIMELLYL s Ly casSod] (e 3litie Shal (53
(Res3lly A5 Ll

B Junbl g e Lretiag Lesid iS1 2atdl 339
AL Gl

Ayl it ST9 Dnnlyg 38 Bl Bpaw 3529

= Joall gmd Jlmll ey 215 38T Adle Bucld 299
g iyl PO e Wgall 2l iue Josed e — Limayus
Calagl eLany Audadill sl ¥l (e 5yw Fuas araid

g A3l (g T dalos| of Bunas



35\5\%\ RS EATY \g’-l)X\ SamN\ AA‘P‘A KA_.}\_&.‘_\A\ é;_.}\.ua}\ ;\)3\4&

¢)

Ll C;.).I.\ 3 (o Ilen 1 Aadl gL Slslas) L
el Lein € Cagauy 135 Ayoty Faal] il ¥l 9
ooy dumsi OLE (e cdaaill Lle oalaiBYI slaie¥l A
O Awn 3l Akt Gl LY e sugas dads gt JU
Bl Lo (alinl pllazll 3050 i R Jugess ] S50
AsLaidY ] Jie cAreasi I Beaiill ole g ydia ans ddii
ore BusLasBY! udl ol Juged aB9ull pag - ASLells Bugoanl]
1S Lee Ligan ;38T Aaga Jias s of Y] o ol tumjt Ja
s AN (BlagT g sLES| @i 42 . e b}@.m
ALY ol s ZalBl dlall &uls Jlea ¥l

Lo alaad 3yie rwlid] @lulSa¥l (<5 1B
JSell e ing by I3 (o S 15 ol cplallyg 3 S
1L . Lajlii 201 Sl alaiall Calds¥ calga 3,15Y Ladl
Jah (Bgedd 3aiiie duesSn 3ylaread cilgal s Coriai
FUsEll ¢y s prg cosSimll Aagli 3de 3y LT (e Ll
G day Jg8 3 yS Ao IS (S5 @ Ol G el
u&&mb a3 aMu¥l ad ¢ aY Ll B g po A
caloal Guasd Joui e g ccald gl cilivwia le slaie Y
gl eull Baaxa

A 8 ylpaadl S I g0l Juh J9all cpe paall g
9l el (oF T colani¥l o2a (S e LT Y] walasYl
Sle caually culyl At alesl 38, ¥ Gae alagYl e

Aty Cdua fpa oS8 O Jindy Badmag domiolg daga (bl



Pl safle

o Bgaw @) e (uliall JolBy s Ay dums
Lgawidis £ 121 daslia

33531 e Alunlodl clganl| o Aauia B s o JiaTs
WAL 13 ey gt @i sl allome 3 e Lailal oS
il AT aLal Ag5eue 055 oo e celyigll 3 cre sl
ASLedl 5 Shaol 38Liall Aouslell b sy < LasSndl alad
gl Fpal

313531 5)l5] Gallms 2S5 @lad S g5l sU1 (ol a3
Jietl) Jlll maid Sy ot e Alla JS 33y LeiS
A3l b Alelall Gl oY e saama @lial S5l
sSeren 30 el L3 ¢y gl ST 57 33Ll HLEAT Comay
Syl IS e sls¥] Basliag wany Gl 15a® SUT ¢l
dosylan Feyiy Aalaiia 5)guay (ulially dpaa U1 45,La1
UL Ly 13 . cgalge 13T B (saasy (il 2BIS slasu
Js> 3y5ddl Gald Aacy jue 5T dawsy By)9lds 307 £ Las)
Ayl 3508 e oaiad Loyl 3,848 O e tealigad)
slacicly A3l @3 samliall 3,08] jujad Lle Jggeall
2 g Fega o 0283 - cgalga s1aT LB (sBaiy Gl
e 5yl8g cule 3l 358 ot Alalis .l LeS paizma &1
s,2¥l sllae| o (SId cBgll Sy . daiall el ,a11 3l
i g (S LN BB 515] Gslsi ]
Otz iV dadasendl g 405 )1

23S Ay eday s ASLll b ASe JSES Y oag

3]



35\5\%\ RS EATY \g’-l)X\ SamN\ AA‘P‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

Ly

ol JSES LT Y1 e, Y dualatly a0yl (ails gl
LSl acs of alsiadl cilgatl Lo Lg oyl Lyl
8y lagSadl seds Leud (6250 B (o3l wilidol yaapdl

(')

SLESY 3l e 3y gems Adadill eulal ¥ Al o Lo 3]
e Yoo Lete BB L1l susas gy dalas| 51 cals,d)
o ey 3131 Iy anly (Wgadl 1yl LIS Legen 53
ke (Aol Apeid Auoedlyia¥l Au5,00 ola uamen) (Ll
o 3ll 13 Colme U jlieg s e alal (5Si
B! 25,00 le UL 38,0 (o - A sSmdly Ul oy
5l e ad Iy uamil adly (A Gl Bagay
ISP U Pt VTR JUPSY P WA I BPC-L R
Aol g dage Agx JSI 550 O le Al algad! cabizl

Oty e Slgll (Bl aY e wlliSy
el Sl e gl se ol @hoaw 3| g€l )
e 303 iy l0¥ plell e 36,5 Cagun cidaiil] culal )
laadly (Aol Joad) e 508,00l clidg ¢ oudl 1agd 3o
g pall bl ] gy (laadl 31l g alailly (oslall
Ot eeill Al pa iy Baall 5 yumlall ilagiznll 2
Jsl pe ASLaslly Byianly Ayl GO clalul)

@ alllie Gl Auslny (oLl GBgll o Jamd5 oof alea¥l uaadl e (V)
Al 0T 6T e 4 LS A play Al



Pl safle

Gros> et ol dag Sle llia el e 3l
e Bpaiilly gall Sugay 335,01 lSaSlly Apams i o
o Loy sanlyie Aneal oSy ) ja¥1 (aall gl
Ol ~duyasx duelanly dpaladl o ¥Woad ugdd U1 Joudl
Jenill L @i 3] el all olle o 40 Cbyine el fiia
o 4 hyiall (pe IS RSy Rl ¥l 3103 oo
293 0550 O by Hgiis Jis iy siall Slawdll (an
O350 Gy 533 o mdia |
Tt B e alilal pieadl o Lagec o 3 all cyag
w0 e sl iy ol s oS 6 i e
Gl 30l Lle Bl 35008 0685 alblaaudl of o
OF sud liias elyin JIl Lauilgay LayBT aied cilolo
Bgyall (po s @2 50 (6552 92 e 50 3 clls aJIs
5 yeand il 5all liplyl ol 3 deamy asalall g3l o
Woldl e ALYl 50001 550 Lol Cogyaag - LoVl
S5l Gl smally Jusadll) Slylal 30 dles s (UL
o ¥ B Buus Lol s (58 e Ll o (A1 yagall
L] i ol 51 plan] 3l Couigs LY Baus
b el 2ig - (5] Al ulaalSai¥ ] ()5S 5oty i

Ll o Azl 190 e dcdy Sl 2yl eeasdl of 65T (V)
015529 A pellial ALeladt Byl 1 Aol i e Jo¥1 3850 3] (olabiadly
i Al il yad Sy 23U Aeagall 033800 35150 e Yadane ,3
“Aygeend! Gutiyg e wipll o adlly A5 Al &) seeand]
Jindll 1agl Bygpis iy culyyie llin usgs ¥ &0 Lle 4_&.&% Of Jundiy
51 Juad 395y candp Il @S 5y doly ) yie Aad dadd a7 (S
sl wlaedaill e L] il

b3



35\5\%\ RS EATY \g’-l)X\ SamN\ AA‘P‘A KA_.}\_E_\A\ é;_.}\.ua}\ ;\)3\4&

£0

il Aliid ] alga! sLis] ueliie 5ypums ol yaasall
1y Alial ey bl yiasdl Aslewell Cule Ll Lylies
easlasial (S Y (pslanlone Legs Jons S ALz Gyl
o2 Jich 3T Jlie Alia L qgiage 510 U5 (ngaillsy (e
Bl (sute BB (e @y o (ASye¥] Ll eS|

O S il e Ags O 250 O OlSe Asgd! (e
Lezy <l yiass Elomuber Lajapad iy dgladill sl
iz (Ll Sas3is Jie) Rl ol 1 o o35
Ak 0 ol Aminls Akl yhesa] Geeall g sll (a3 o
23 el en 3 ety Jie pdsn ST ] Jie i3ydne
55 352 Jlb B Bl ol 3l Aaglal Lygpin 5
Jadasill

Yl s o aeeal] ASaalidl s 3lecall 12a 3
agSnd] el s - siall 1348 5 Laydl i (re LeBdLa
2V ey 3Gl e 3B 3ygeay A9l o B
OU! gune Arad (e 033 O Lgd 25 A il palia 7y a
Ayl SAISI Gulun YU oypaiats ¥ @il pud ol
OIS 130 4T il | (g - e gSonll Ll g Lails Ll 33 ¢y giibinsg
el g s sy Ol cBagSmnd] A5 S 3,550 LalS Lyl
Bl 01 ol s 3uSlaad] ALl Jiey ¥ a3 el ol « S
il 135 Le Ul o

dodill domtiin Algs B Aa Sl () e O L Sgomy Jo
odd Jia e oy Bty uFie ] Y Saugdalis 655 O cmm



Pl safle

aolis] cladh 5T Jisady lll] (o ilinaies Al Lo Sl
e abel Jlaell medy of s (L& ey Byl yie
BagSomll o Lo comnyditll Slamily RasSomll o dibiiea
gyl Aaliadl alal U pun Lot

JUFSL JURN T PN INC JUOL JUE DI D
e (S paall oy @ ALine e sy Kaan 3 3,501
bl e il Gle asmdy g I BOEREA QWA
yobansS (A yg i Al g IS Al 51 B Aslaslls
e LYl @Al GullS GlaSs sl ¥l jslas (s
s U135 3, 5L a3l puiall 351 (lSLes Ty gasal
Y A ye 3 dad Lealas

Adadill Sl e clnie LSl Al (s
Al @i LI e sl Bl (353 o) LT,
Gz (BB LAY Abasidl @il e gl e Lo
B5Ss 2By - LeS sl elshy Bl Ll ,2T Lete JSI 03
s ans 313l Blass 3 Ll (pe iy 1538 Jle llin
s leitl CGaly Y1 Al i Lep alinad] ale
o puill Dleue (657 il 63T 8yhias Jsll oS el
iy 21 ya¥1 Aabiadl ASLAL e a3l dads
Lo 3 5 paalls 3550 ) sloue 389 i Jakaill sm Linal Jy Jadll
3SLa s (g1 padl @l caad 1 Esgaadl B pall 3Ll
Tl g ol e Biline Slas o slons 12 . |yl
sl @Sy (olatd psinlly Capamdl Leizadll

A



35\5\%\ RS EATY \g’-l)X\ SamN\ AA‘P‘A KA_.}\_&.‘_\A\ é;_.}\.ua}\ ;\)3\4&

v

B Ll (e lly 21,30 @ of aat Yy o] dulelly
s O Sy B Ll S il 3T 1 B sl g
cal e VI o2 ol 45T 3] bz W \).\.mj M—M‘)Lu-li‘ [NV

1,31 3,135 Apedel

(\Y)

e s HISBYN o) drany ) e cilaalid) Bl 8
ol g iy cad Lo Hladl @5 13] Lo Joo i J15w e Bl Y]
SlIad Aayle Luad Ja S ,a i Wgs T o o3laay

@ coply puSIl g oyddl o Ly 1Y« o LY
BlaeYl Ll Al elaewill sLad] Il clagSadl Lels
el 48 435, s 5 by (Aelaiin 3 gy cboad @95
Watewn cilga @ LadT cilagSmd Aasle eVl Loaty . dabsgll
Laaty - Jaiall Jugeatll s o Lay Ll ples ps
Leale g oLy @5 Sl g ecnbonid! @il ol oYl lawcfa 4y
s P e clId 8 Lay a3l (e 580 e duey 553 ) s
o yad Calag¥l cLay Wale cVls Luad (IS L cila S|
LAY o pall allaill Jie elivall 2Sa sale] Jugesd
o @ Lealane Bpiall Woidl (e puu sae Ll gl
525 Lol s d 53 g3 OIS (lunaS s 1S 128 Lol
tg da i @il gl 3 JS Aalall Axliall cile g e
S5 dolisyl culs dueyd Sy @1 I B ola calsy
L pliza gl Aigae Akl

Soidl O Aad> B dyaingll olgy dlag,ll ASAL e



Pl safle

Lo Lons pmauslls S5 of Aminly ASLe S ] i 3
due 283 pdall Al oldl e ool mes ddes (93 Jom
o2 Andlas ey Sy Ad gl dpea¥l culd Wgidl e S
Lebigady il A1 a 3ale] ) A4+ ale FagSamll cy,3 (pcndl
1 il ASLe Gy Leansdll oS 1 ¥l cilinsde 1]
b3l o ran 350 all oitgs . Alilews 4,58 dialais (\Sas
el Lyl il s el el Led ASIU o

oo Ay Bdee alal Jlall 3olasl Gl comad] a3l
callaial (ol olesy OIS Lgia 3y clalansy]
pmim e Lulad S 3l Ll 3y1als clawll
(U AU Jpendl (e Ao siie Aladme Llls windy LS
o Yoo ooy Lllasl 2550 Jo¥ 2u)39 Ligd lwcufe il
Y 12a O Buus A 3yslaie Leud oladl cilewcgll oS3
sae llia Ll olim b U 3235 2k — aulally — S
Ceosd Lyl Sleacadll o) 3 cAupagadl SlEMAY! e
ALSU ST IS (e La3las] @ ol g cdaaiell Fanie cilucuge
bl el e Yoy Laugyad o5 ey aslgidl le

Bom |y o lind 3.3 pdie Aaglew ¥ s it e 55 Lai
oha b ditlual cor LS — (Y g peadl (1B A yaall
sar Ja S0 Bpmane b lapan Lrgie Jias 3y — 3350
S yall ASLLl o) (Legec (Jodll S Siianll | yie el
g (B yaie dagSion g Ao 5i (B U B sLatBly aiah dysgaal|
2 ol BVl Jslondl 350 acall Lgule

A



Giacomo Luciani

\HHHHHM
Al-Rahmaniah Cultural Center

H“\“\WHHHHH Abdulrahman Al-Sudairy Foundation



Rahmaniah Occasional Paper (01

Beyond Sovereign Funds:
Transforming a Rentier Economy
and Improving Governance through

the Creation of Autonomous Endownments

Giacomo Luciani

A Paper Presented at
the Rahmaniah Annual Seminar

January 2009
Al-Ghat

‘ Al-Rahmaniah Cultural Center

il - Abdulrahman Al-Sudairy Foundation



The Rahmaniah Occasional Paper Series is a select presentation
of papers offered at the Rahmaniah Annual Seminar, a forum on
current, socio-economic and international affairs as they pertain
to Saudi Arabia. The Seminar is organized by the Rahmaniah
Cultural Centre and its participants include more than forty
scholars, lawyers and businessmen from Saudi Arabia, the Arab
countries, the U. S. and Europe. The Rahmaniah Cultural Centre
is sponsored by the Abdulrahman Al-Sudairy Foundation. The

Seminar is held annually in Al-Ghat.

ISBN: 4 - 6 - 90028 - 603 - 978

First Edition
Riyadh, Saudi Arabia 1431H/ 2010
All Rights Reserved



Giacomo Luciani

Director, Gulf Research Center Foundation (Geneva);
Professorial Lecturer of Middle Eastern Studies at the SAIS
Johns Hopkins University Bologna Centre: and Visiting Professor,
Graduate Institute of International and Development Studies
(Geneva) and Institut d'Etudes Politiques de Paris (Menton
Campus). Prof. Luciani's career has been marked by repeated
"trespassing" between academia, industry and government. He
has been economist at the Bank of Italy (1972-74), founded and
directed the Institute for Research on International Economics
(IRECI), and worked for the Italian Institute of International
Affairs (1977-86). From 1990 to 2000 he worked for ENI, the
Italian Oil Company. He has taught at UCLA (1986-88), the
Institut d'Etudes Politiques in Paris (1994-97), the Robert
Schuman Centre of Advanced Studies at the European University
Institute in Florence (2000-6), and the College of Europe (2007-
8). He has consulted for various international organizations,
companies and Gulf governments. His research interests include
Political economy of the Middle East and North Africa and

Geopolitics of energy.






Beyond Sovereign Funds:
Transforming a Rentier Economy and Improving Governance

through the Creation of Autonomous Endownments

Much of academic literature on resource-rich countries
is influenced by the “resource curse” paradigm, which
asserts that resource-poor countries stand a better chance
to develop than their resource-rich counterparts. A key
theoretical element in support of the resource curse is the
so-called Dutch disease, according to which the increase in
spending (whether government or private) which normally
follows a resource bonanza undermines the competitiveness
of the “modern” or “emerging” economic activities exposed
to international trade, and attracts resources to activities
that are not exposed to international trade, the so-called
non-tradables sector. Considering that, sooner or later,
any resource boom is bound to be followed by a bust, the
country is left unable to fend for itself.

The Washington consensus has therefore tended to
encourage governments of resource rich countries not to
spend any additional income that they might receive when
the price of their exports increase, but set the money aside in
specially created funds, variously called stabilization funds
or funds for future generations. More recently, as the size of
these pools of money increased, the term “sovereign funds”
has become popular, to underline the pretended danger that
these funds might be used for political, rather than purely
economic purposes.

Already in the 1970s, at the time of the first “oil crisis”,

it was common to predict that the Gulf countries’ attempt
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to industrialize, transform their economies and develop
would be doomed to fail. Thirty plus years later we know
that this has not been the case: the Gulf countries have
made enormous progress in transforming their economies,
and clear signs of diversification are visible. In this, their
experience contrasts with that of the majority of resource-
rich countries, whose record, because of mismanagement
and/or conflicts, has been distinctly poor.

The literature has accordingly taken a more nuanced
attitude. It is now acknowledged that the resource curse
may be avoided, and transformation of economies originally
based on natural resources into diversified and viable
modern economies is possible.”

The dilemma, however, has not faded away. Rentier
states need to spend, because it is through government
expenditure that the national economy benefits from
increased oil revenue. In the process, the continuation
of economic diversification is endangered by the Dutch
disease, and the key to avoiding the latter is in carefully
selecting how to spend, and specifically how to invest.

At times of rapidly rising oil revenue, it is not advisable
to let expenditure grow in line with revenue. The resulting
surplus must be employed somehow: hence originates the
expectation that sovereign funds will grow tremendously in
the coming years.

In contrast, I argue in this paper that Gulf governments,
and in particular Saudi Arabia, should adopt a strategy
based on channelling increased revenue into corporate

equity and endowments for service-delivering agencies,

(1) See for example M. Humphreys, J.D. Sachs and J.E.Stiglitz eds. “Escaping the
Resource Curse”, New York, Columbia University Press 2007.
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progressively restricting the role of the Government. The
two aspects — strengthening national corporations by
providing them with larger equity bases and establishing
endowments for service-delivering agencies — are closely
related, because agencies’ endowments would be invested
in corporate equity instruments. In the end, the system
would generate a multiplicity of endowments, rather than
one or few large funds; and endowments would invest
primarily in national financial assets, facilitating the growth

and internationalization of national corporations.

1)

Let me begin by stating my assumptions.

First, I assume that the current decline in the price of oil
is temporary. The potential for aggregate expansion of non-
Opec oil production is limited or non-existent; the major
industrial countries will slowly reduce their dependence on
oil, but this will take time. In the meantime, demand from
the emerging countries will continue to rise fast. Oil will
grow relatively scarcer, and prices will be sustained. How
much, nobody can tell: but surely well above the so-called
“budget requirements” of the GCC countries. I join in this
conviction the mainstream of opinion as represented by the
International Energy Agency, which predicted prices back
at $100 and rising within the end of the decade.

The GCC governments will therefore enjoy surplus
funds that they will need to use somehow. The question is:
what might be the best use?

The answer, of course, depends on the nature of the

objective that these governments might be pursuing. Here
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my second assumption is that the fundamental inclination in
favour of pursuing national development will be maintained.
This means, first and foremost, pursuing economic growth
and diversification, and extending the benefits of the same
to all nationals, by providing them with education and jobs
(other things as well, but less essential). In other words,
we assume that Gulf States (the States - not necessarily the
individuals in power) will not behave like Uncle Scrooges,
whose goal is pure financial wealth accumulation.

The third assumption is that the GCC countries are not
going to evolve towards totalitarian regimes, in politics
as well as in economics. This means that the fundamental
inclination in favour of the private sector will remain: the
state will not push out the private entrepreneurs by investing
in areas in which they may invest; it will rather progressively
open new spaces to private investors in areas which, so far,
have been dominated by state agencies.

Under these assumptions, Gulf governments face some
real dilemmas concerning the use of surplus funds from oil
revenue (i.e. funds in excess of what is required to balance
the budget with a conservative approach to expenditure). It
looks like whatever they do with these funds, they run into

trouble.

)

Consider for example the policies of Saudi Arabia since
2003. When it became clear that oil revenue would surpass
expenditure requirements, the government opted for not
increasing expenditure in line with revenue. Instead, it used
the excess revenue to pay back debt — a very conservative

move by common standards. However, as debt was held by
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domestic financial intermediaries and investors (including
state entities such as General Organization for Social
Insurance (GOSI) and the Public Pension Fund), paying it
back injected liquidity into the economy, at a time when
this was already receiving liquidity from abroad (repatriated
private funds attracted by the improved growth prospects,
foreign direct investment).

The stock market bubble of 2003-2006 was fuelled by
this inflow of liquidity, and the government was largely
powerless to calm down the frenzy. To counter excessive
stock valuations, the government should have borrowed
from the market and mopped up liquidity. It should have
either issued bonds or offered some of the shares it owns for
sale on the market. But had it done so, it would have further
added to its own excess funds: how to employ such funds?

The government could have injected more equity into
companies that it owns or controls, or even established new
companies. This, however, would have been a step in the
wrong direction, further increasing the role of the state in
the economy, and pushing out the private sector. We have
assumed that this is not what the government wants.

Private sector companies would indeed need access
to additional risk capital, to expand both domestically
and internationally - and in some sectors also to facilitate
mergers and acquisitions - substituting a few capable
national champions to a large number of small and weak
players. However, if the government provides the equity,
this is nationalization, and eventually companies cease to

be private.
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3)

Enter the sovereign funds. Excess liquidity can be kept as
reserves of the central bank, which are meant to compensate
for short-term balance of payments deficits, and should be
kept in liquid assets. However, considering that no balance
of payments deficit is foreseeable, piling up central bank
reserves is a bit like creating a huge stock of umbrellas in
Riyadh, in case the monsoon comes.

Instead, one can invest in assets that are less liquid and
more risky, but presumably allow for more interesting
returns: international stocks and other forms of sophisticated
financial placements. It is the promise of better reward
in exchange for taking risks -- which obviously many
have tended to underestimate -- that has motivated the
establishment of investment vehicles separate from the
Central Bank — the sovereign funds.

For a time, international attention has focused on the
issue of transparency: sovereign funds are not transparent,
they are not accounting publicly for their holdings and
investment policies. But, with all that has happened on
international markets in the last few months, lack of
transparency will probably be excused. Everybody will
understand the embarrassment of fund managers that might
have to admit to huge losses!

Somehow, proponents of establishing reserve
or stabilization funds have assumed that returns on
international investment would always be positive. The
possibility of disastrous losses has never been considered
in the literature -- but it is now a reality in front of our eyes.

Sovereign funds are not obliged of marking their investment
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to market, and as a consequence we do not know exactly
how much they lost since the onset of the global financial
crisis in the summer of 2008 — but estimates indicate that
losses have been substantial”. Indeed, it would be difficult
for major investors to do much better than the market on
average. It is of course possible that the market will to
some extent recover, hence “in the long run” losses might
be offset and sovereign fund investment might move back
to positive ground. Nevertheless, the long run is made of
a sequence of short runs, and for the time being the oil
producing countries may be viewed as having traded their
good oil for paper that has lost much of its value.

As a consequence of this traumatic experience, I expect
that enthusiasm for “sterilizing” oil revenues by putting
them into some sort of fund — which has been the long-
standing doctrine of the Washington consensus — will be
greatly diminished in the future. Oil in the ground is an
asset, and should be exchanged for other valuable assets:
preference will go to assets that are more tangible and under
closer control of the investing country — and if not enough
of these are available, the temptation may arise to take a

little less of the oil out of the ground.

“4)
To find a palatable alternative to simply accumulating

financial assets in sovereign funds -- which has proven to be

(1) A recent working paper of the Center for Geoeconomic Studies of the Council on
Foreign Relations in New York estimates that the sovereign funds of Abu Dhabi,
Kuwait and Qatar have recorded losses of 40%, 36% and 41% respectively between
December 2007 and December 2008. Saudi Arabia is estimated to have lost only
12%, because of its more conservative investment posture. B. Setser and R. Ziemba
“GCC Sovereign Funds: Reversal of Fortune”, New York, Council on Foreign
Relations, January 2009.

11
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too risky and, in addition, is not looked at kindly by the rest
of the world -- we need to set off from a consideration of
the current status of the process of economic development
in the region.

After some 35 years of intensive development efforts,
at times supported by abundant oil revenue, the region
has achieved remarkable progress in creating modern
infrastructure. It has also established a certain number of
enterprises that are well positioned in the global pecking
order and recognized as highly competent in their respective
fields: Saudi Aramco, Sabic, Dubai Ports World, Agility,
Zain and more. These enterprises are mostly state-owned,
either in full or in part, and controlled.

In parallel, companies owned by private interests have
also grown and strengthened, but few of these have yet
managed the crucial transition from being family businesses,
privately held, to being proper public corporations, whose
shares are significantly traded on the stock exchange. In
turn, the slow pace of this necessary transformation has
hindered the process of mergers and acquisitions, whereby
corporations normally focus on their area of greatest
expertise and potential, and divest side activities. Through
this process, national or regional champions may emerge
which, in turn, are capable of entering the global mergers
and acquisition scene and expand internationally.

We have to this date very few examples of Gulf
companies investing internationally and pursuing a strategy
of global expansion; those that have done so have the State
as important or sole shareholder. In contrast, corporations

from Russia, India and China have been much more active
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in the global mergers and acquisition scene, and have been
much more aggressive in expanding internationally.
Because of the open nature of the Gulf economies,
economic development and diversification can only further
progress if the Gulf enterprises are capable of engaging in
international competition and acquire a global dimension.
The alternative to this is being perennially confined to
the role of local joint venture partners of major global
corporations — a subordinate role, which will never allow
for satisfactory development of the national economy. The
challenge to nurture regional corporate champions capable
of standing up in the global arena is the key feature of the

next phase of Gulf economic development.

©)

The slow pace of corporate transformation into publicly
traded and professionally managed entities may at least
in part be attributed to the conservative mentality of
many business families, who are afraid of losing control
and prefer to keep their affairs outside of public scrutiny.
Indeed, it may very well be that in certain circumstances
it is better for the implementation of the desirable business
strategy that a company be privately, rather than publicly
held, and in the advanced economies private equity funds
have specialized in the acquisition of public companies that
are then turned private. But generally speaking it remains
the case that publicly held companies are able to grow
more easily through acquisitions, and become true global
corporations.

Hence, the slow pace must also be related to insufficient

incentives. It has not been attractive enough to take
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companies public and float their shares through IPOs for
more than very marginal fractions of their respective equity
capital.

Equity markets in the region have not provided the
kind of stability and rewards that would convince a larger
number of family businesses to be transformed and floated.
To be sure, we do have a continuing flow of IPOs, so the
process I am envisaging is to some extent already unfolding
— but one would expect it to gather pace and become much
more significant.

In turn, the equity markets in the region have manifested
excessive volatility. The first reason for the excessive
volatility has been that too few companies are traded and
too little of their equity is actually available for trading.
Movements of funds in and out of the equity market generate
large excursions in prices, increasing risk and facilitating
the formation of bubbles. Stability requires significantly
increasing the supply of quality assets which may attract
new investors and provide confidence in the valuation of
the stock. In this respect, a major opportunity was lost at
the time of the stock exchange boom in 2003-6: if more of
the government-held stocks had been offered to the market,
we would have today a much broader base and healthier
markets.

The second critical reason why Gulf equity markets
are so volatile is the absence of important institutional
investors. The latter are key players in many industrial
countries’ equity markets, and are normally believed to
play a stabilizing role. I write “normally” because several

institutional investors in recent years have fallen prey to
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the universal delusion of seeking large returns at reputedly
low risk, whose consequences the whole global economy
is suffering at the moment. Institutional investors, just
as sovereign funds, have been forced to book some very
large losses, in some cases because they trusted the wrong
professional administrators, in some other cases because
they took excessive risks — or simply because the financial
maelstrom has left no one unscathed, not even the most
prudent investor. But, assuming appropriate regulations
are imposed and order is re-established, it remains true that
institutional investors play a fundamentally important role
in the proper functioning of equity markets.

The Gulf economies therefore are in need of policy
solutions that will create or facilitate the emergence of
strong and well managed institutional investors, which may
contribute to channelling savings towards the equity market,
and create a stable environment, attracting companies to
become public and be traded.

The need for a proactive role of the government in
“managing” the domestic equity markets to deliver orderly
and solid growth is, I believe, more evident today than
ever. The failure to contain the bubble of 2005-6 has had
disastrous consequences on many small investors, and has
destroyed — temporarily at least — the prospect of giving
birth to popular capitalism in the Gulf. This has deprived
the regimes of an essential tool to spread more widely the
benefits of the oil economy, and left them with the traditional
tools of government employment and procurement — both
of which have well known limitations.

Since the bursting of the bubble, confidence in the equity
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markets has not really been restored. A recovery has taken
place in the first semester of 2009, but needs to be sustained
by improved regulation and corporate governance, to
support the confidence of investors in the potential for

earnings and growth.
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The weakness of equity markets is a source of worry for
the regimes in power and a threat to the support they enjoy
in public opinion. It is certain that most Gulf investors,
who had their wealth in real estate or financial assets in
the OECD countries, have suffered badly when markets
collapsed. Adding weakness in the domestic equity markets
points to a substantial downsizing of private sector financial
capabilities, at a time when governments have been able
to accumulate substantial excess funds. A mechanism for
redistribution must be found, and re-establishing confidence
in a prosperous equity market is a necessary ingredient of
the policy package.

In order to put the equity markets back on a solid and

sensible growth path, financial authorities must have tools
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to control both supply and demand of equities. They can
control supply of equities through policies of encouraging
private companies to go public and/or through gradual
divestment of government equity holdings. At the same
time, they can control demand through setting up a class
of institutional investors that will invest in the market
for the long term, and channelling oil revenue into the
market through them. Careful management of these
policy tools should give the government the possibility
of influencing and stabilizing equity markets, avoiding
the formation of bubbles but also sudden losses in asset
valuations.

It should be noted that some institutional investors do
exist, such as the Public Pension Fund and GOSI in Saudi
Arabia. However, they have not been directed to play an
active role in the stock market, but are rather investing
in areas, such as real estate, in which they compete with
private entrepreneurs. To my knowledge, a breakdown of
assets held by these institutions is not publicly available
preventing a discussion of the appropriateness of their
posture for fostering economic development — but the
impression is that their portfolio is very traditional and
not dynamically managed.

Legislation and appropriate regulation concerning
investment from institutional investors and private

bankers (professional administrators of institutional

(1) According to information made available by the Saudi Press Agency, GOSI
has invested in 60 companies, including stakes in banks, cement and healthcare
companies. Among its publicly known positions are a 13% stake in the Southern
Province Cement Company and a 9.9% stake in al Raji Bank. In March 2009
GOSI launched the Hassana Investment Company, to invest in local, regional and
international stock markets. Bloomberg, July 1,2009.
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endowments) should be put in place to pave the way
to filling this important gap in the region’s financial

architecture.

(6)

What policies can governments put in place to foster the
transition sketched above?

The State cannot directly invest in domestic companies
because this would be tantamount to nationalization —
outright, creeping, or disguised: call it what you want, it
would still be nationalization. Doing the same through the
screen or intermediary of a sovereign fund does not really
make much of a difference. To the contrary, the State should
be actively selling some of the holdings it owns at present
in order to increase the supply of assets that are actually
available for trading.

The search for a solution might begin with establishing
a national development bank whose mission would be to
extend long term credit in various forms, including buying
bonds or equity, to corporations wishing to go public. The
difference between this and a sovereign wealth fund would
be not only that the bank would not normally interfere with
corporate governance, but also that any participation in
the equity of corporations would be understood as being
temporary and for successive liquidation.

One prominent example of this kind of institution is
Brazil’s National Development Bank (BNDES) whose
mission includes also supporting Brazilian exports through

the provision of export credit (see text box)
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The Brazilian Development Bank (BNDES) is a
federal public company associated with the Ministry of
Development, Industry and Foreign Trade. Its goal is to
provide long-term financing for endeavors that contribute
to the country's development.

The results of the endeavors financed by BNDES can
be seen in the improved competitiveness of the Brazilian
economy as well is in the higher quality of life of its
population.

BNDES also seeks to strengthen the capital structure
of private companies, the development of capital markets,
the trading of machines and equipment and the financing
of exports.

Since its establishment, on June 20th, 1952, BNDES has
financed large-scale industrial and infrastructure endeavors,
and has played a significantrole in the support of investments

in agriculture, commerce and the service industry, as well

as in small and medium-sized private businesses.

Source: BNDES web site: http://inter.bndes.gov.br/english/

BNDES also has a clear mission to contribute to the
development of the Brazilian capital market, by encouraging
companies to go public and improve their governance,

through a variety of tools (see next page text box)™".

(1) BNDES is certainly not the only institution of its kind, but, to my knowledge, it is the
largest in the world. At the end of 2008, it had $120bn in assets. The IFC, a subsidiary
of the World Bank, performs a somewhat similar role inasmuch it takes (small) equity
participations in newly established companies. But in the last budget year BNDES had
total disbursements of US$ 30.8 bn, while the World Bank and its concessional arm
IDA had total disbursements of US$ 20 bn, and IFC had total disbursements in loans,
equity and investment in debt securities for US$ 7.6 bn. Considering that BNDES
serves a single country, albeit a large one, and the World Bank group has a global
remit, the difference is quite remarkable. By this metric, Saudi Arabia’s SIDF fares
rather well, as in 2008 it had disbursements of the order of US$ 12.6 bn, which is
considerable when related to the size of the Saudi economy. However, SIDF only lends
to new industrial projects, and does not engage in the broader range of activities that
we advocate.
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Capital Market
The growth of companies is given by the capital
investments from shareholders, reinvestment of profits
and credit operations. In the current stage of the Brazilian
economy it is fundamental to strengthen and increase the
number of companies with papers traded in the capital
market, an important canalization instrument for internal
and external savings.
BNDES operates several financing modes to companies,
and can also participate as a subscriber of securities in
open companies or in companies that, in the medium run,
can enter the capital market, including the operations
for internationalization, restructuring of competitive
companies, merges and incorporations.
Small and medium innovative companies, which are
prioritized in the capitalization action of BNDES, can
receive direct participation and/or participation through
closed investment funds. Depending on their regional/
sectorial actuation, these offer a greater operability range,
thus also allowing the leveraging of private resources for
the capital of these companies.
The operations of BNDES in the capital market aim at:
- Strengthening the capital market through new market
operations;

- spreading the concept and encouraging the use of
corporative governance by companies;

- expanding the demand and liquidity of securities;

- contributing to the democratization and strengthening of

the capital structure of companies;
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- developing products that make the capital market more
attractive and safer to small investors;

- developing the closed funds industry; and

- supporting small and medium innovative companies.

To achieve these objectives, BNDES permanently
operates:

- in the development of technical tools, utilizing innovative
investment analysis techniques, specific mechanisms for
each security value, specific legal models and varied
divestiture mechanisms;

- in the elaboration of indirect programs through a
minority participation in closed funds administrated by
third parties - emerging companies, private equity, of
governance/liquidity - that perform the important task of
expanding and giving wider range to the operations; and

- in the diffusion of corporative governance practices in the
companies tin which it participates so to provide greater
transparency and respect to minority shareholders,
together with the Securities Commission [CVM] and the
Stock Market of Sdo Paulo [Bovespa].

Source: BNDES web site: http://inter.bndes.gov.br/english/

The difference between a development bank and a
sovereign fund should be clear. A sovereign fund may to
some extent invest domestically rather than internationally,
but its mission is normally to maximize the value of its
holdings or at least protect the real value of the capital that
is entrusted to it. A development bank has a much more
complex and ambitious goal of promoting development in

its multiple dimensions, and will generally invest only in
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domestic enterprises.

A development bank may be viewed as an evolution
of the special funds that have played such an important
role in Saudi economic development, especially the Saudi
Industrial Development Fund (SIDF). However, the
latter only extends subsidized loans, while the proposed

development bank would do more than that".

7

The establishment of a development bank, albeit
richly endowed, would still not be sufficient to solve the
“embarrassment of riches” that the Gulf countries are
suffering from. Nor does it offer a solution for the need for
institutional investors to provide a stable investment base
for the regional equity markets.

The other component of the solution to our policy dilemma
might come from a new approach to the provision of social
services in the Gulf countries which may lead to substantial
restructuring of the state and contribute to a much narrower
definition of the “government” strictly identified.

Today, social services are extended by government
agencies, which in certain cases enjoy some autonomy
in governance but mostly are little more than ministerial
departments. Their degree of financial autonomy is strictly
limited, and their budget is part and parcel of the annual
budget of the State.

This rigidly centralizing approach is not the best-suited

(1) In a recent article which barely hid the magazine’s lack of sympathy for BNDES,
The Economist wrote: “The government still has a thing about helping to create
big companies that can conquer rivals abroad—BNDES is now helping to finance
projects carried out by Brazilian firms elsewhere in South America.” This is exactly
the reason why I believe BNDES is an example worth looking at. See “Brazil>s
development bank: Central planning”, The Economist, April 16, 2009.
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to achieve efficiency and responsiveness; furthermore, it
concentrates all spending in the hands of the government,
reinforcing the built-in tendency to grow a bloated
bureaucracy.

The alternative that I would propose is one whereby
agencies delivering various social services would be granted
financial and governance autonomy, and progressively
receive endowments from the State. Once they have received
an endowment, agencies would be partially or totally taken
off the annual budget of the State. They would thus have
to support themselves through other sources of income,
including fees paid by their customers, private donations,
or funds that may be made available to them out of other
endowed agencies on a competitive basis".

The precursor to this scheme may be identified in the
King Abdullah University of Science and Technology,
which has received an endowment of US$ 20 billion.
The idea of establishing a new university, which will
have special characteristics of autonomy and governance,
through the establishment of an endowment, points exactly
in the direction that I am interested in exploring®®.

Progressively,notonly all universities, but also secondary
and even primary educational establishments (federated in
districts) could be turned into self-governing non-profit

institutions, each living off an endowment, plus other funds

(1) For example, universities may be endowed and a separate Foundation for Scientific
Research may be set up to allocate research funds competitively to projects submitted
by the universities. This is a fairly standard and frequently adopted institutional
structure.

(2) In fact, KAUST is not the only example. The newly established King Abdullah
Petroleum Studies and Research Center (KAPSARC) that is to be based in Riyadh has
also received a US$ 3 billion endowment, while the status of other major programs
initiated by King Abdullah is less clear (they look more like large multi-year expense
budgets rather than proper endowments).
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made available to them in a variety of ways, separate from
and independent of the annual government budget.

Students would be required to pay tuition, but they might
receive scholarships from a national education foundation
or multiple other foundations, including some that might
be established by private or corporate donors. Tuition
fees should be high enough that each education delivery
establishment will be encouraged to increase enrolment and
compete for new students. Scholarships should be made
widely available, and for the lower levels of education be
universal, but the student and his/her family should be able
to choose where to enrol.

Educational establishments would also be able to tap
other funds made available on a competitive basis for
various purposes (e.g. to encourage research, promote IT or
language skills, encourage reading skills, encourage sports
etc.) and from multiple agencies with well-defined missions,
each operating on the basis of its own endowment.

The role of the government in this context would shift
from the actual delivery of services to the formulation
of policies, setting of standards and curricula, and the
monitoring of the functioning of individual educational
establishments.

It is clear how this architecture may contribute to greater
efficiency — through the use of systematic comparative
evaluation and benchmarking — and flexibility. The
government can, and should, dictate a core curriculum
common to all, but individual establishments would be
free and indeed encouraged to introduce variations and

experimentations to differentiate themselves from the rest
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of the offering.

We may repeat pretty much the same reasoning for the
provision of health services — another major item in the
Saudi budget — and other social services, in particular those
rendered to the poor and needy. What has been an obvious
trend in recent years -- with the establishment of numerous
private foundations which have engaged progressively
in more important work in education and other forms of
philanthropy -- would be reinforced by the state itself
engaging in setting up endowed delivery institutions.

The use of accumulated oil revenue for establishing
a constellation of autonomous, non- profit institutions,
endowed and independent of the annual government budget
would thus progressively serve the purpose of slimming
down the latter’s size and the requirements placed on it.
Considering the size of expenditure on social services in the
Saudi budget, we are speaking of the possibility of reducing
the size of the government budget by 30-40%, which would

be quite substantial.

3)

Traditional public finance doctrine is opposed to
separate funding arrangements for different categories of
expenditure: all revenue should accrue to the central budget,
and all expenditure should be paid out of the same. The
main rationale for this approach is to prevent the emergence
of separate accounts that are not equally transparent and
monitored, and may end up serving special interests rather
than the general interest.

While there is good reason for being prudent with

policies of segmenting the government budget, it is a fact
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that the practice of connecting specific sources of revenue
to specific expenditures is frequently used in international
experience. Similarly, we assist in a growing trend towards
granting governance and financial autonomy to public
agencies, and monitoring their performance on the basis
of contractual relations with the relevant ministry, or of
domestic/international benchmarking. In the context of
being financially autonomous, public agencies are allowed
to raise funds in a variety of ways, including imposing
fees on the relevant client group in ways that are not very
different from taxation.

Furthermore, it is not clear that the argument in favour
of a single, all-encompassing government budget should
logically be extended to government savings and to
the revenue derived from the same. There is an intrinsic
ambiguity of oil revenue, which may be viewed as current
revenue or as a form of asset liquidation. The common
practice is to view it as current revenue, and in this case
the creation of endowments should be considered part of
the government’s single budget current expenditure, even if
it serves the purpose of weaning service delivery agencies
from dependence on the annual budget itself.

The proposed way of managing public finances may
be uncommon, simply because most governments have
limited or negative savings, and are hard pressed to
engage in infrastructure and other investment. It is rare for
governments to be in a position of establishing endowments,
although it does happen, e.g. under the form of the granting

of land or other state property.

(1) For example, regulatory agencies are normally funded through a levy on the turnover
of the companies which they regulate.
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For oil producers with substantial government savings,
the proposed approach makes good sense because it avoids
stirringthekind of resistance thataccumulating asingle,large,
centralized sovereign wealth fund inevitably would evoke.
The multiple endowments of service-providing institutions
would be able to invest nationally or internationally, may be
managed independently by their own managers or rely on
professional outside management, and would have a clear
mandate to generate long term revenue for the concerned
institution.

Domestic as well as foreign enterprises would not be
confronted by a small number of directly government-
controlled funds, which may be problematic because of size
and the possible interference of political considerations in
theirinvestmentdecisions. Instead, they would be confronted
by a large number of relatively small investors that may
very well remain invisible to the public and politicians, and
would in any case not have a direct impact on the fortunes
and valuation of the company. They would be perceived as
just regular institutional investors wishing to maximize the
value of their assets.

The controversy surrounding SWFs would thus disappear:
even if SWFs are not entirely superseded by the proposed
policy, they will not grow as large as it is sometimes
predicted, and therefore appear much less threatening.

Of course,one needs a very good policy in place to monitor
and limit the risk that the constellation of endowments will
be allowed to take: rules of prudence and good governance
must apply to them and a supervisory authority must be

empowered to monitor their investment decisions and
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benchmark their financial results. This, however, should fall

well short of establishing common governance for all funds.

®)

Establishing a plurality of service agency endowments
would set the stage for revitalizing and stabilizing the
region’s equity markets.

The progressive destination of oil revenue to the
establishment of funds would generate a stream of resources
which may be invested with priority in domestic bonds
and equity. Although parameters to steer the investment of
endowments towards various asset classes may vary over
time, it would be appropriate to encourage them to engage
in investment strategies different from those of a majority of
private investors. If endowments simply “follow the herd”
their potential benefit for national economic development
will be more limited. This may mean discouraging
them from investing in real estate (a sector that has
attracted excessive investment in the region) and limiting
international investment, while favouring the purchase of
instruments which would channel finance towards publicly
traded national corporations. The putting in place of such
a policy, with the clear promise of a stream of revenue
being channelled towards equity and long-term debt, would
constitute a powerful incentive for companies to go public.
The government might carefully monitor the behaviour of
the market, and avoid instigating a new bubble by being
ready to sell equities, at least those that it does not need to
own for strategic reasons.

The key to the success of the policy would be the

combination of the action of the proposed development bank,



Beyond Sovereign Funds: Transforming a Rentier Economy and Improving Governance...

of various other domestic and international development
banks, and of the inflow of investment funds generated by
the transformation of oil revenue into endowments. If the
policy succeeds in increasing the transformation of family
businesses into public companies, and these have access
to additional capital resources allowing them to expand
domestically and internationally through mergers and
acquisitions, then the net outcome will be the transformation
of oil revenue into strategic, rather than purely financial,

international investment.

Oil Revenue
The State
Sovereign Endowed Development
Wealth Fund Agencies Bank
National
Corporations
\/ v
International International
Financial Strategic
Placemments Acquisitions

Establishing national corporations that have the financial
clout to engage in major international acquisitions is what is
required to guarantee the future of economic development

and diversification in Saudi Arabia and the rest of the
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GCC. If the region is to play a key role globally in major
industries such as petroleum, petrochemicals, aluminium
and more, it must be able to take over some of the existing
major players in the field, and absorb their technology and
marketing networks.

Thus a strategy to create national corporations of global
significance is superior to simply investing internationally
through sovereign wealth funds, because the latter are
expected to engage in purely financial placements, which do
not offer any benefit with respect to industrial capabilities.
Sovereign funds are purely a tool for “parking” excess
balances, while international strategic investment is a tool
for development and increasing competitiveness.

It should also be noted that so far fewer objections have
been raised on the part of the major industrial countries
to international strategic investment than to financial
placements on the part of sovereign wealth funds. While
this might to some extent be paradoxical, it is a fact that
suspicion towards SWFs is mainly rooted in the pretended
danger that they might be politically motivated in their
investment decisions. Financial placements are volatile and
easily reversed; hence some governments are afraid that
SWFs might influence the stability of their equity markets
through sudden withdrawal of large funds. No such threat
may exist in the case of strategic investment.

There will be resistance to strategic investment as well
-- just as periodically we see utterances against foreign
direct investment in general and resurgence of economic

nationalism. We have the negative precedents of KIO’s
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investment in BP; of the Chinese attempt to buy UNOCAL
and, just recently, Rio Tinto; of Dubai World Ports in the
US. In all cases, the fact that the companies involved were
state-owned was part of the problem. But we also have
many positive cases: for example SABIC’s acquisitions,
notwithstanding their large size and strategic importance,

have stirred no political controversy at all.

There are lessons to be learned from past experience,

and I believe some of the lessons are:

- That acquisitions made by private or publicly traded
companies in which the State is not the dominant
shareholder are less controversial than those made
by wholly state-owned entities

- That acquisitions of companies that are in financial
difficulty and whose share value has declined will
be less controversial (existing shareholders will be
happy, the bailout will be viewed with relief)

«  That acquisition of individual divisions or businesses
of larger companies will not be controversial (all of
SABIC’s acquisitions have been of this type)

Strategic investment is an art which must be progressively

perfected and is best implemented by industrial rather than
financial players. Hence it is supremely important that
oil revenue be transformed from financial into industrial
capital. The role of endowed institutional investors would
be exactly that of transforming accumulated oil revenue
into equity capital of industrial enterprises, which can then

engage in strategic international investment.
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(10)

The process envisaged would have profound economic
and political consequences on the oil producing countries.

The reader may visualize the process as unfolding in
steps over an extended period of years or even decades.
The first step is likely to be the transformation of one or
more of the existing special credit institutions — such as the
SIDF - into the proposed National Development Bank. The
Bank would provide institutional and financial support to
a process of corporate restructuring, further empowering
the array of investment banks that have proliferated in the
region, in the expectation that such a process will start in
earnest.

At the same time, key institutions may be selected to
receive initial endowments. The major universities are
probably among the early candidates to receive endowments:
as these are progressively built up, their financial autonomy
from the government should be increased, and they should
be told that sums that they receive out of the government’s
annual budget will be progressively reduced.

In parallel, other initiatives, which resemble endowed
institutions but properly speaking are not, should be more
clearly organized as endowed institutions. For example, the
King Abdullah Scholarship Program should be transformed
into a Foundation for Supporting International Education
and made independent of the Ministry of Higher Education.
The King Abdullah Project for Developing Public
Education (Tatweer) should similarly be transformed into
an independent foundation.

Other independent foundations might be set up for the
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promotion of specific priority targets, such as fostering the
study of mathematics and science, or improving the quality
of school buildings, or supporting extracurricular activities
in schools — all on the basis of competitive allocation of
funds.

Presumably, at the beginning the preferred area for the
creation of endowments would be higher education, but
there is no need to rigidly limit the scope. Foundations for
purposes related to public health or medical objectives are
an obvious possibility, as are endowed agencies to pursue
priority social goals, such as providing for housing for the
poor.

Some of the endowments may be large,, other will be rather
small. “Sizing” of endowments will be a crucially important
task, as endowments that are too large or too small relative
to the task which the endowed agency is expected to fulfil
would create misallocation of resources. Benchmarking
of international experience and a policy of progressively
building up endowments from a deliberately insufficient
starting base may help in avoiding gross misallocations.

Some of the endowed institutions may manage their
own endowment; others will rely on professional outside
advice. Plurality and diversity of experience should be
encouraged, because it is the best way to compare outcomes

and progressively improve on governance and delivery.

From the point of view of the economy, after a certain

time one would register:

« A much reduced role of the government from

all points of view: smaller government budget,
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smaller government employment, reduced revenue
requirements. ..

« A much stronger private sector, composed of
more numerous, larger corporations, in which the
government may in most cases keep a participation,
but whose equity would be primarily owned by a
large number of foundations (originally established
by the government, but legally and institutionally
separate)

- An economy which is more diversified and better
integrated in the global context

- A broader, stronger and more stable financial
market

- A much richer potential fiscal base, opening the door
to progressively financing the government budget by
way of taxation, and devoting a growing share of the
oil revenue to establishing new, or adding to existing
endowments

In terms of GDP statistics, it is likely that the role of

the “oil sector” would be significantly reduced (the net
outcome very much depends on oil prices). The perception
of economic dependency on oil would certainly be reduced.
Injecting capital into a totally new class of institutional
investors would facilitate the task of mobilizing the private
sector in the implementation of some of the key development
projects, such as Saudi Arabia’s new economic cities. These
are expected to be entirely financed by the private sector, but
this is turning out to be more difficult than was originally
envisaged. Endowed agencies (or targeted investment

companies, originally fully owned by the state, but destined
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to be privatised as soon as possible) may be established
to take up some of the tasks related to the creation of the
economic cities.

The political implications might be even more
interesting. Of course, much will depend on the exact
structure of governance of the autonomous endowed
entities that I propose to establish. If they are subjected to
strict governmental control, then they will be viewed as
simply appendices of the government and part of the public
sector even if they legally are not. But is this a necessary
outcome? After all, Islam has a rich tradition of relying on
endowed institutions — waqf — for the pursuit of specific
priority objectives: in many countries, the state has tended
to tighten the control on wagqfs; here we advocate the
opposite: that the state should rely on wagqfs to decentralize
decision making and implementation on the basis of a clear
mandate, preferably consisting of a single, well-defined and
measurable objective — which would facilitate monitoring
and assessment of performance.

My assumption is that the autonomously endowed
entities would be governed by boards appointed by the
King rather than by Ministers; and will be responsible to the
King rather than to the government. This is the prevailing
practice already today in Saudi Arabia.

The rules governing the composition of the board of each
endowed institution may vary for each individual case, and
room might be created for partial representation of specific
categories of stakeholders (e.g. in universities a certain
number of seats may be reserved to members elected by

alumni, by the faculty, or appointed by the local municipal
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or regional administrative authorities — as is common
practice even in the US). However, the leadership should be
chosen or ultimately confirmed by the King, whose diwan
will be able to monitor performance through systematic
benchmarking and measurement, establishing a practice
of pruning out all non performers. The King may opt for
establishing a formal or informal consultation mechanism
to receive advice on appointments, but the whole concept
rests on the ability of the final arbiter to promote competent
management, and get rid of non performers. This is not an
easy task in any society and requires an authority which is
genuinely above the fray, and capable of making difficult or
potentially embarrassing decisions.

At the same time, individuals appointed to govern the
endowed institutions must be given sufficient stability
to encourage strategic vision and planning. This is not a
problem in Saudi Arabia, where rotation in ministerial and
other executive positions is normally very slow; but it is one
of the recognised merits of autonomous quasi-state entities
in Western democracies, where frequent government change
generates excessive instability in the management of a wide

array of agencies.

(11)

If then oil revenue comes to be used increasingly for the
purpose of establishing or adding to endowments rather
than paying for the annual budget of the government, and
this becomes the main tool in the hands of the King to
pursue his strategic vision of the development of the nation,
coupled with the supervisory role on the governance of

endowed institutions, we would then be looking at a novel
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and very interesting division of institutional roles between
the monarch and the government.

The monarch would concentrate on the long-term vision
and strategy for the nation, and pursue the same not through
day-to-day intervention in administrative decisions, but
through the allocation of oil revenue to different autonomous
entities, each with a clear mandate, and through the ultimate
supervision of the same.

The government, whose budget might increasingly be
funded through taxation rather than oil revenue, would
focus on administrative tasks, in line with a rather narrow
definition ofitsrole,focusing on international representation,
defence, law and order, the administration of justice and the
setting of broad policies.

In complex contemporary societies, the traditional
distinction between the three powers — legislative, executive
and judicial — must be revised and further distinctions
introduced. In particular, there is a crucial distinction
between strategy and tactics, long-term vision and short-
term implementation, that acquires increasing importance,
especially in countries undergoing profound economic and
social transformation. This distinction is well recognised in
the corporate world, where the strategic and tactical roles
are frequently separated (the CEO vs. the COO). It is also
recognised in some constitutions, such as the French, where
the role of the President is separate from that of the Prime
Minister (the latter being responsible to Parliament and

possibly hailing from a different political party or coalition

(1) Itis interesting to note that the KAUST endowment was established overseas and in
such a way as to be buffered from any future meddling.
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than the President)™".

It is commonly recognised that democracies are not very
good at strategic thinking and policy making. Although
surely democracies are sometimes capable of making
policy decisions whose effects and benefits will be seen
years into the future — while costs may be seen immediately.
Nevertheless, it is well understood that the natural tendency
is towards prioritizing short-run benefits. The electoral cycle
in fiscal behaviour and policy-making — engaging in liberal
deficit spending, or refraining from imposing new taxes in
the months preceding an election, so as to create consensus
or avoid alienating voters who are not fully conscious of the
long-term implications -- is all too well known.

It is for this reason that democracies have increasingly
opted for establishing autonomous agencies, which are, in
a sense, deliberate exceptions to democratic accountability.
Autonomous central banks with governors that cannot be
removed from their post for the duration of their mandate are
a case in point. Another is the example of the US Supreme
Court where the judges are appointed for life terms.

It is only too easy to expect that a country enjoying a
stream of oil revenue if ruled by democratic institutions
may fall into the trap of populist policies (see for example
Venezuela today). We must assume the prior existence of a

mature democracy with strongly rooted civic values, such

(1) It has been pointed to me that the proposed division of roles resembles that between
the historical Caliph and the Sultan, with the former focused on the overall and long-
term welfare of the umma and the latter responsible for its quotidian affairs. Some
may point to the constitution of the Islamic Republic of Iran and the division between
the Supreme Leader and the President of the Republic. I would rather stress that
there is no necessary religious justification for the separation I propose, just one
based on good governance and the need to separate strategic vision from day-to-day
implementation.
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as in Norway, to expect the kind of restraint which may be
needed to resist populist temptations in the presence of an
oil bonanza.

In this respect, the political dynamic in Kuwait is quite
telling: as the government is appointed independently of the
Parliament, the latter indulges in populist initiatives which
are expected to increase the popularity of elected MPs,
but are quite irresponsible and create a permanent conflict
and total stalemate with the government. It is possible that
if Parliament had a greater say in the composition of the
government it might then behave more responsibly, but this
might very well not be the case, and the populist spirit may
still prevail.

But should we conclude that government in an oil
producing country needs to be authoritarian? I believe not:
rather one should move in the direction of deconstructing
“government” and “State” and look for a novel allocation
of tasks and powers that will clearly separate the strategic
from the administrative function.

Control of the allocation of oil revenue is the key in this
respect. The government should not have control of the
oil revenue: it should receive an allocation from the King
and finance any excess expenditure through taxation. This
would open the door to a different relationship between the
government and the legislative branch (whether the latter
is appointed or elected is a different issue), progressively
making government accountable to the legislative power.
Taxation may be introduced progressively, beginning
with indirect taxation in the form of Value Added Tax

(VAT), then taxation on corporate entities which would
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encourage greater discipline and transparency in corporate
management. Taxation is important as a source of revenue
but also as a basis for regulation of the economy. Direct
personal income taxes are especially difficult to administer
and should be introduced only at a later stage.

So the government would receive an allocation from
oil revenue but would not be the only beneficiary. A
growing share of the oil revenue would be used to establish
endowments, each with specific purposes and rules of
governance. There might be room for further forms of
representation within the governance of some of these
autonomous agencies, while the ultimate supervisory power
would pertain to the monarch.

In other words, I can see a path for progress towards
not only greater political participation — which is happening
already — but also representation — a path which will not
necessarily lead the King of Saudi Arabia to playing the
same role as the Queen of England. It is a path that can
be advocated on the basis of sensible arguments of prudent
investment, economic diversification, good governance and
best practice. It does not need to be proposed in ideological
terms that smack of outside interference. It can be original
and quite interesting, even rooted in Islamic norms of

governance and supervision.

(12)

In informal discussions of these ideas I have been asked:
has this that you suggest been done or attempted in any
other country? Do we have precedent?

The answer is no, if we think of the grand scheme in its

entirety. Governments have not resorted to the systematic



Beyond Sovereign Funds: Transforming a Rentier Economy and Improving Governance...

establishment of endowed institutions for service delivery
with amacro vision for national development. And the reason
for this is quite simply that the normal condition of the vast
majority of governments is to be strapped for cash rather than
flush with it. That said, we have precedents of governments
setting up autonomous agencies and guaranteeing their
independence, including separate funding. We have the
experience of endowed service delivery institutions whose
endowments have been built progressively over decades
and centuries, including some through the generosity of
governments.

We also have the precedent of setting up endowments
for the purpose of facilitating industry restructuring. The
Italian banking system is a case in point: Italy had a large
number of relatively small banks, many which were not set
up as corporations — rather as charitable institutions whose
profits were expected to be devoted to projects of public
interest in their respective communities. Mostly, these were
local banks with a strong link to a particular territory or
community.

The problem with this set up was that banks, not having
a clear ownership structure (they had, strictly speaking, no
owner) could not be sold, preventing a process of merging
many small local banks into a smaller number of banks of
international significance. In order to address this issue, the
government decided in 1990 to restructure the banks, and
transform them into foundations: the foundation would own
the bank, which would be organised as a separate corporate
entity. In this way, the foundations became the owners, and

the banks became proper commercial corporations.

41



Giacomo Luciani

42

This then opened the door to the rapid process of
mergers, out of which two major Italian banks have risen.
The foundations have administered their endowments,
which initially consisted entirely of the shares of “their”
banks, and now increasingly consist of a diversified
portfolio of financial assets. Because of this for the first
time powerful and wealthy foundations have emerged in
Italy — a country where private foundations were not very
well developed at all.

Of course this is not an exact precedent for what we
have presented above. There are a number of important
differences: the banking foundations are not service
providing institutions, and they were not created through
grants originating from the state. But the Italian state could
have approached the issue by asserting ownership over the
banks and then divesting the same, rather than establishing
foundations.

In conclusion, while we may find discrete precedents
for elements of the proposed strategy, the combination of
the same in the way I tried to sketch in this paper would
be new and unprecedented. But is that so surprising? After
all, the Kingdom of Saudi Arabia is a sui generis economy
and polity, and must look for and develop its own original

solutions.



