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Honorable Delegates,

Hello and welcome to the 2021-2022 Council of Economic Affairs Ministers. My name is
Jeremy Costa and I am a second-year at Northeastern University studying Political Science and
Business Administration with a concentration in Entrepreneurial Startups. This will be my
second year participating in the National University Model Arab League and I am excited to say
that this time I will be doing so as your chair. It will also be my first time being physically
on-site at the conference in Washington D.C. and I am very excited by the opportunity to meet
you all in person!

As you begin your preparation for this conference, I would like to encourage you to really dive
into your research and take this as an opportunity to learn more about the fascinating issues of
our world today. I find that whenever I prepare for a conference I do best when I find a niche I
am passionate about that I can use to guide my research and differentiate myself in debate, so
feel free to go down the rabbit hole a bit as you learn more about what interests you. You will
emerge with a solid foundation of research upon which you can formulate your position. Bear in
mind the importance of representing your given state to the best of your ability and remaining
both diplomatic and in character for the entirety of the conference.

Once again welcome to the Council of Economic Affairs Ministers and good luck as you prepare
for debate! I hope you enjoy these topics and am excited to see the creative policy solutions you
come up with.

Best,
Jeremy Costa



Topic I: Discussing the current level of interregional and intraregional economic
integration of member states and formulating methods to increase trade and cooperation in
a globalizing world.

I. Introduction to the Topic
A. General Background

Economic integration describes the process by which various countries’ economies become more
unified as they adopt agreements that align monetary, fiscal, and especially trade policies.' As
this occurs the flow of trade, capital, money, direct investment, technology, people, information,
and ideas increases, ultimately going beyond economic interdependence to create a supranational
economy with populations and firms operating in unison across borders.? The result is greater
specialization, efficiency, cost reduction, productive capacity, good availability, free movement,
and political cooperation.’ Despite these benefits, increasing nationalist sentiments around the
world have created a trend that has come to be known as “slowbalization,” a deceleration in the
growth of trade and the economic integration process as a whole. In particular, governments
seeking greater national sovereignty have implemented various forms of protectionism and have
generally withdrawn from instances of international economic cooperation, exemplified by
events like the US-China trade war and British exit (“Brexit”) from the European Union.*
Slowbalization affects flows beyond trade as well, such as the movement of people which has
declined due to increased immigration restrictions and the outbreak of COVID-19.” Foreign
direct investment has fallen over time as well, dropping from 3.5% of global gross domestic
product (GDP) to 1.8% from 2007 to 2018.° Despite these effects, some economists have argued
that slowbalization is natural and will not last forever.” These arguments extend from Turkish
economist Dani Rodrik’s “impossibility theorem,” which says that national sovereignty,
democracy, and economic integration cannot all coexist on a global level, creating tensions and
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change as the world drifts towards two of these values at the cost of the third.® However, despite
the challenge these tensions create in the pursuit of integration on a global or interregional scale,
it does present the opportunity to focus on integration at an intraregional level.

Regional or intraregional economic integration essentially describes the same process as global
or interregional integration, but on a smaller scale and generally between countries with greater
similarities. Agreements at this level are known as regional trade agreements (RTAs) and have
greatly increased in breadth and depth over time, with over 280 RTAs existing in 2017 compared
to just 50 in 1990.° Generally, “shallow” RTAs are considered to be agreements covering tariffs
and other “at-the-border” policies and “deep” RTAs are described as going beyond tariffs to
outline cooperation in other “behind-the-border” areas. According to the World Bank, “deep”
RTAs are essential for creating key integration institutions and infrastructure, leading to
increased trade, investment, economic growth, policy cooperation, and social welfare. In fact, the
World Bank reports that, among other benefits, “deep”” RTAs increase the trade of goods by an
average of 35%.'° Through RTAs, regional integration can go through a process of seven stages,
from the creation of a preferential trading area to complete economic integration.'' The European
Union (EU) serves as the best example of the final stage, as it has authority over members’
economic policies, a common currency, a single market, free movement, and functions as a
single economic unit on the global level. The EU is the world’s largest trading power and largest
single market in the world, achieving an overall GDP of $15.59 trillion in 2019."> While
integration to the extent that the EU has displayed is not essential for economic growth, there are
still clear benefits to increased trade and economic cooperation.

B. History in the Arab World
Despite numerous attempts to advance economic integration in the past, Arab states remain some
of the least globally and regionally integrated states in the world. This is partially attributed to a
significantly small share of global trade, with the MENA region accounting for only 6.2% of
world exports.'* The intraregional component of MENA trade is particularly low due to a lack of
export diversification, with most Arab states primarily producing the same commodities. This is
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especially true for the states of the Arabian Gulf, which are all heavily reliant on the production
and export of 0il."* Taking oil out of the equation, the MENA region’s portion of global trade is
even lower, falling to 1.8%."> Continued hesitancy by Arab states to implement liberalization
policies into their economies and remove trade barriers has also limited their ability to increase
both interregional and intraregional integration. Reducing tariffs in particular has been on the
agenda of Arab states for decades, yet the MENA region continues to have the highest level of
tariffs in the world with the exception of South Asia. Tariffs in North Africa are especially high,
for example Morocco had an average import tariff of 17% in 2011.'° Furthermore, nontariff
measures (NTMs) are a significant barrier to Arab trade as well, with the World Bank even
declaring NTMs “the most important barriers to trade in the MENA region.”!” These NTMs
include border closures, excessive inspection and clearance processes, requirements to acquire
numerous documents to move goods across borders, and other inefficiencies created by customs
and border government policies and agencies. Together, tariff and nontariff measures make the
MENA region the most restrictive in the world.'®

The continued struggle of Arab states to achieve economic integration goes beyond the trade of
goods. The trade of services has been one of the world’s fastest growing economic areas, yet
remains limited in the MENA region." Lacking diversification is again a factor, with the vast
majority (78%) of MENA service exports attributed to travel and transportation.?
Comparatively, liberalization, privatization, and development of the information and
communications, technology, and financial service sectors have more strongly contributed to
economic growth and integration in other regions, particularly in parts of Asia.?' Limitations on
labor movement across borders also limit the export of services and broader economic growth.
Despite high unemployment, the MENA region is paradoxically a net importer of labor, bringing

!4 Devarajan, Shanta “Why Is Regional Integration so Eluswe‘?” Bmokmgs Brooklngs 6 July 2017,

13 Rouls Mustapha “Regional Economic Integration in the Middle East and North Africa.” Open Knowledge
Repository, World Bank, Washington, DC, 1 May 2013,

https://openknowledge. worldbank.org/bitstream/handle/10986/20566/780730BRIOQN950nowledgeOnoteOseries.pdf

2sequence=1&isAllowed=y.
16 IBID

17 “Reglonal Economic Integration in the Middle East and North Africa : beyond Trade Reform ? World Bank

dle- East and- North Africa-bevond-trade-reform.pdf.
B IBID

19 “MENA: Trade and Regional Integration Are Critical to Economic Recovery in the Post-Covid Era.” World Bank,
www.worldbank.org/en/news/press-release/2020/10/19/mena-trade-and-regional-integration-are-critical-to-economi

c-recovery-in-the-post-covid-era.
2% Rouis, Mustapha. “Regional Economic Integration in the Middle East and North Africa.” Open Knowledge
Repository, World Bank, Washington, DC, 1 May 2013,

https://openknowledge. worldbank.org/bitstream/handle/10986/20566/780730BRIOQN950nowledgeOnoteOseries.pdf

2sequence=1&isAllowed=y.
2 IBID


https://openknowledge.worldbank.org/bitstream/handle/10986/20566/780730BRI0QN950nowledge0note0series.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/20566/780730BRI0QN950nowledge0note0series.pdf?sequence=1&isAllowed=y
http://www.worldbank.org/en/news/press-release/2020/10/19/mena-trade-and-regional-integration-are-critical-to-economic-recovery-in-the-post-covid-era
http://www.worldbank.org/en/news/press-release/2020/10/19/mena-trade-and-regional-integration-are-critical-to-economic-recovery-in-the-post-covid-era
https://documents1.worldbank.org/curated/en/813531468052157933/pdf/Regional-economic-integration-in-the-Middle-East-and-North-Africa-beyond-trade-reform.pdf
https://documents1.worldbank.org/curated/en/813531468052157933/pdf/Regional-economic-integration-in-the-Middle-East-and-North-Africa-beyond-trade-reform.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/20566/780730BRI0QN950nowledge0note0series.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/20566/780730BRI0QN950nowledge0note0series.pdf?sequence=1&isAllowed=y
http://www.brookings.edu/blog/future-development/2017/07/06/why-is-regional-integration-so-elusive/

in workers from Asia rather than nearby Arab states due to lacking intraregional labor market
integration and overly restrictive mobility laws.” Going beyond trade and the role of labor,
deficient infrastructure continues to undermine Arab economic integration as well.
Transportation infrastructure such as roads, ports, and aviation facilities is particularly crucial to
building economic connections across countries regionally and globally, and while it does exist
to a varying extent in Arab states it currently lacks the capacity and quality to support a modern
globalized economy.” As Arab states struggle to develop the necessary linkages in services,
labor, and infrastructure, integration into the region and world remains stalled.

The result of lacking economic integration in Arab states is trade that is more costly and
time-consuming, discouraging businesses and suppliers from operating in the MENA region
despite its geographic advantage. In fact, on average it costs three times as much and takes four
times as long to comply with MENA border regulations and requirements as it does in
high-income countries.** Trade costs and time constraints do vary by country, with some being
exceptionally high. For example, the transportation of a single shipping container imported into
Algeria between a major city and its nearest port takes around 39 days and costs about $2,000.%
These costs and time constraints make it easier and more valuable to pursue trade with regions
other than MENA. In fact, even countries within MENA such as those of the Maghreb find it
cheaper and easier to trade with the countries of Europe than with each other, discouraging
intraregional integration.”® The resulting greater economic connections between Arab and
European states are beneficial, yet interregional economic integration cannot be fully efficient
without an intraregional backbone to support it.

C. Finding a Solution to the Problem: Past, Present, and Future
Interregional and intraregional integration continues to elude the MENA region in a few key
areas despite past and ongoing attempts to develop stronger economic ties. Arab states’ work
thus far has particularly focused on so-called “shallow” or ““at-the-border” policies, especially
tariffs. In fact, Arab states have entered into so many multilateral and bilateral free trade
agreements (FTAs) that a network best described as a “spaghetti bowl” has emerged, creating a
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multitude of inconsistencies and leading to outcomes of varying levels of success.”” Notable
progress includes the 1997 creation of the Pan-Arab Free Trade Area (PAFTA), or Greater Arab
Free Trade Area (GAFTA), by the Arab League to encourage the gradual reduction of tariffs and
other trade barriers between member states.”® Although limited, PAFTA has had some success,
increasing trade between member states by almost 20%.%° Additionally, the Arab League has
already identified the need to push PAFTA farther and reduce trade barriers further, adopting a
resolution in 2018 to modernize trade and cooperation initiatives and advance the transition from
PAFTA into an Arab Customs Union, the next stage of economic integration.*® Going forward
the Arab League needs to outline in greater detail what those updates will be and what that
transition will look like. However, focusing solely on the advancement of intraregional
integration bears the risk of trade diversion, which occurs when countries trade with other
members of a regional trading bloc despite it being more efficient to trade with the rest of the
world.’" Arab states have made efforts to promote interregional integration as well, such as the
2004 creation of the Agadir Agreement by the EU, Egypt, Jordan, Morocco, and Tunisia.
However, this agreement’s success has been limited in part due to its inconsistencies with
bilateral agreements between Arab states and the United States, contributing to the “spaghetti
bowl” problem of inefficiency and inconsistency across FTAs.** Overall, the Arab League needs
to continue to reduce tariffs and other trade barriers, enforce its policies, and streamline
intraregional and interregional agreements in order for integration to advance.

Furthermore, Arab states must address the problem of political conflict plaguing economic
integration, particularly at a subregional level. The most significant MENA subregional
integration thus far has been made by the Gulf Cooperation Council (GCC), which has
successfully established both a customs union and free movement since its 1981 founding.*
However, conflict between GCC member states has impeded further progress, with Bahrain, the
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UAE, and Saudi Arabia boycotting economic and diplomatic relations with Qatar from 2017 to
2021 over concerns about the support of terrorist groups in the country.** Political conflict has
had an even greater effect on other subregional bodies, with harsh relations between Algeria and
Morocco essentially preventing the Arab Maghreb Union (AMU) from achieving any of its
original goals.”” The effect has been costly, with Maghreb countries losing about $530 billion per
year due to trade barriers.’® With these past and ongoing subregional experiments still plagued by
conflict, the Arab League must work to insulate advancements in economic cooperation from
political tensions for integration to continue.

Despite the overwhelming amount of FTAs for Arab states to reconcile, there still remains a need
to create “deep” agreements that address issues beyond “at-the-border” trade limitations like
tariffs. In particular, Arab states need to improve trade logistics, including reforms to
infrastructure, services, digitization, and other “behind-the-border” policies that have yet to be
significantly addressed by prior agreements.’” Each of these areas are interlinked and benefit
from improvements in each. For example, the development of better and less costly
transportation, telecommunications, and power infrastructure facilitates more efficient and free
movement of people and digital technology. Conversely, growth and free movement in the
information and communications and financial service sectors aid both infrastructure and digital
market development while digitization improves efficiency in both infrastructure and services.
Progress on all of these fronts needs to be done bearing in mind existing and former trade
agreements and the importance of concurrent interregional and intraregional integration.
Integration of economies regionally and integration globally are two complementary processes.
Working within a region can develop the core connections and competition levels necessary to
launch into broader global integration while working between regions incentivizes the
development of an even stronger cooperative backbone closer to home.* Thus, it is essential for
Arab states to devise modern solutions that advance both interregional and intraregional
integration.

II.  Questions to Consider in Your Research
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e To what extent is my state currently integrated into the regional and global economies in
which it takes part? What major barriers and challenges exist that currently block or slow
the progress of my state’s economic integration?

e What is my state’s position on and history with economic integration? What level of
economic integration is considered acceptable to my state?

e Which major multilateral and bilateral FTAs has my state participated in? What elements
of these FTAs have been successful? What elements have been unsuccessful?

e To what extent can my state benefit from greater interregional and intraregional economic
integration? In which areas will advancement be most beneficial for my state?

III. Questions a Resolution Might Answer

e How can the Arab League fulfill its commitment to upgrade and update PAFTA and
develop an Arab Customs Union? What measures are necessary to ensure the
participation of all member states in these endeavors?

e What can be done to reconcile the various inconsistencies in the “spaghetti bowl” of
FTAs Arab states find themselves a part of? How can reconciliation of past and future
FTAs lead to further reductions in tariff and nontariff trade barriers?

e How can the Arab League develop greater economic connections between member states
with political tensions that have challenged previous attempts at cooperation such as the
GCC and the AMU?

e What internal and external logistical developments and connections are necessary for
greater economic integration of member states?

IV. Additional Resources
MENA's Economic Integration in an Era of Fragmentation

A detailed yet brief article describing past and ongoing developments in and challenges to
economic integration in the MENA region.

DHL Global Connectedness Index 2020

Insightful report on the current state of global economic interconnectedness containing relevant

global data as well as individualized reports on each countrys depth and breadth of trade.
Regional Integration Overview

Descriptive World Bank summary of the requirements, benefits, and risks regarding regional
integration.
Free Trade Area - Overview, Advantages and Disadvantages

Organized description of free trade areas that differentiates them from the other stages in the
economic integration process and details their associated advantages and disadvantages.
Deep Trade Agreements (DTAs): Data, Tools and Analysis



https://www.brookings.edu/blog/future-development/2019/05/07/menas-economic-integration-in-an-era-of-fragmentation/
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https://corporatefinanceinstitute.com/resources/knowledge/economics/free-trade-area/
https://datatopics.worldbank.org/dta/dashboard.html

World Bank database containing informative descriptions and metrics regarding deep trade
agreements (DTAs). Includes a detailed map depicting the current geographical coverage of
DTAs that indicates where they are most prevalent.



Topic II: Evaluating the economic impacts of COVID-19 on member states and taking steps
to promote economic recovery and to protect against future health crises.

I. Introduction to the Topic
A. General Background

The economic ramifications of the COVID-19 pandemic have been massive, affecting the
highest proportion of countries of any economic crisis since the Great Depression of the 1930s.*’
As of June 2021, the Johns Hopkins Coronavirus Resource Center reported that over 186 million
people have contracted COVID-19 and over 4 million have died worldwide, a catastrophic blow
to the everyday lives of many all around the globe.* Not only have the impacts of this pandemic
been widespread, however, but also deep and long-lasting. The IMF estimates that the world
economy contracted by 3.3% in 2020 and expects in 2024 that global GDP will still remain 3%
lower than it would have had the pandemic not occurred.*' The damage is deeper for low-income
countries, which are expected to have a 6% lower 2024 GDP than they would have.** At the core
of this damage is a combination of supply and demand shocks still reverberating through the
world economy. On the demand side, widespread infection, loss of life, limited mobility, and
falling disposable income all contributed to a collapse of consumption, crippling demand. At the
same time, measures like lockdowns and social distancing as well as factory closures
significantly reduced the efficiency of supply chain networks, creating a dangerous duality of
economic shocks from both sides.* With failing supply and demand, businesses were forced to
lay off massive portions of their workforces. The UN's International Labour Organization (ILO)
estimates that 225 jobs were lost around the world in 2020, approximately four times greater than
the job losses of the Great Recession of the late 2000s.** With fewer people working and even
greater income lost, consumption fell farther, creating a downward economic spiral. This spiral
affects the world economy in other ways as well, as global trade and investments saw a
significant initial tumble, debt still soars, and impediments to education continue.* Overall
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economic damage has been significant, yet there is a wide variety in impacts across sectors.
Some sectors like healthcare, pharmaceuticals, and e-commerce have actually seen growth
during the pandemic, while sectors like travel and tourism, automobiles, and oil have been
decimated.*® Instability in oil has been particularly prevalent due to falling oil demand in the face
of economic slowdown and mobility restrictions, leading to a dive in oil prices that has been
particularly damaging for oil-exporting countries.*’ Taken together, all of these pandemic-related
impacts have produced a dire global economic situation.

Although responses across countries have varied greatly, the overall global response to the
pandemic has been rapid and aggressive, yet economic recovery remains incomplete. Thus far,
government responses have largely been twofold: stop the spread of COVID-19 and aid
households and firms affected by the crisis. Lockdowns, social distancing, and quarantines have
been implemented around the world to a varying extent, and while effective against combating
the virus, they do have a proven negative effect on the economy.* Mitigating the spread of the
virus is of primary importance both in terms of global health and economics, with countries
needing to reopen carefully in order to maximize both the safety of their people and the growth
of their economies. Recognizing the need for mobility restriction measures, governments have
worked to stymie the economic damage through massive fiscal spending. Globally, spending on
pandemic response in 2020 was nearly $16 trillion, or about 15% of world GDP, a significant
push to keep citizens economically stable and businesses afloat during the crisis.* Despite this
progress, however, greater action is necessary to end the pandemic and facilitate full economic
recovery. Essential to these efforts is the distribution of vaccinations, without which the world
cannot effectively recover.® Additionally, careful use of aid is necessary as governments begin to
wind down high levels of spending and address their heavy debts. Crucial to this is targeted aid
for those countries and populations most impacted by the COVID-19 crisis, particularly in areas
with a high proportion of low-skilled labor and low technological development inhibiting the
shift to remote work.’' Countries with a particular dependence on migrant labor have been
especially harmed by the pandemic, with mobility restrictions creating further economic damage
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in these areas.’” As the world continues to work towards economic recovery, remembrance of the
lessons of COVID-19 and preparation for further crises ahead is also necessary to ensure
economic progress is not lost.*

B. History in the Arab World
While Arab states were generally more successful than other countries in implementing strict
containment measures to slow the spread of COVID-19 at the beginning of the pandemic, many
still struggle with the severe economic damage this crisis has created.’* According to the World
Bank, the GDP of the MENA region is expected to reach a level in 2021 that is $227 billion
lower than it would have been had the pandemic not occurred.’® A surge in unemployment is
significant as well, with the MENA region having lost an estimated 6 million jobs due to the
pandemic.* Recovery in both regional GDP and employment is expected to some extent in the
near future, however critical economic issues remain as both supply and demand are still
weakened. With 45% of regional foreign direct investment inflows lost in 2020 and 8.3 million
more people expected to have fallen into poverty, Arab states are likely to see great difficulty
generating the necessary momentum in consumer and investor confidence for substantial
economic growth.”” Compounded with this has been a greater disruption of many Arab health
systems despite initial success with the first wave, with succeeding infection waves creating
significant strain on sanitary infrastructure, hospital capacities, personal protective equipment
stores, testing capabilities, healthcare financing, medical personnel, and other essential
components of pandemic response. This strain has revealed an overall lack of pandemic
preparedness by many Arab states that has had a substantial impact on the region's current health
and economic situation. For example, the World Health Organization (WHO) advises that states
have at least about 4.45 doctors, nurses, and midwives per 1,000 people, but states like Morocco
and Egypt only have proportions of 0.72 and 0.79 respectively.”® With both critical health
deficiencies and economic vulnerabilities remaining, prospects for recovery in Arab states
remain indeterminate.
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Compounded with these broader macroeconomic blows have been especially harmful shocks to
two of Arab state’s most important sectors: oil and tourism. At the beginning of the pandemic
and economic slowdown, a massive decline in oil demand caused the price of Brent oil to fall to
$20 a barrel, a decline from the oil benchmark’s pre-COVID price of $65 a barrel.” Such a
dramatic shift has been especially damaging for the oil exporters of the Arab world, most of
which rely on oil as a significant source of government revenue. In fact, oil and gas income
losses in 2020 for countries like Iraq, Algeria, and Oman are estimated to be as high as 80%,
significantly reducing the capabilities of these governments to utilize fiscal spending to promote
the health and economic welfare of their people amid the COVID crisis.*”’ Oil prices have
recovered since the early stages of the pandemic, however lasting damage from the crash and
continued volatility still constrain Arab oil exporters. Additionally, the crucial role of oil
producers to the MENA region has meant that even non-oil producers have been substantially
harmed by the oil price crash, with major economic powers such as those of the Arabian Gulf
offering much lower levels of foreign direct investment, remittances, grants, and work
opportunities to their Arab neighbors.®' In a similar fashion, the essential halt of many Arab
states’ largest service sector, tourism, has been devastating for their economies. For example,
tourism typically comprises approximately 12% of Tunisia’s GDP, a major pillar of the country’s
economic function that has now been demolished.® Together, the overwhelming importance of
these two sectors in undiversified Arab economies created a gaping vulnerability in economic
systems, worsening the damage brought on by the pandemic in the region.

Economic damage in Arab states has been significant, yet it has not been equal. For a variety of
reasons, certain countries are suffering from much greater healthcare and economic hardship than
others and have seen the situation get out of control. A major example is Lebanon, which was
managing the pandemic until a massive explosion in the port of Beirut destroyed half of the
capital city’s medical centers and left three hospitals unable to function. Cases have since soared
and the economic situation has become critical, with 55% of Lebanon’s population living in
poverty.® Conflict-ridden Arab states have had similar experiences, with health systems lacking
the capacity to stop the spread of the virus and governments lacking the capability to create and
implement necessary relief measures. For example, WHO analysis of Syria indicates that only
64% of the country’s hospitals are fully operational and about 70% of its health care workers
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have fled the country as migrants or refugees.** Going beyond states, specific segments of Arab
populations have seen worse conditions as well. For example, refugees and displaced populations
have had particularly limited access to water and sanitation, resulting in greater rates of infection
and weaker personal financial situations. Women, youth, and migrant populations have also seen
greater economic suffering in the form of disproportionately higher increases in unemployment
since the pandemic began.® Without targeted aid, these groups will continue to suffer to a greater
extent as economic hardships continue in Arab states.

C. Finding a Solution to the Problem: Past, Present, and Future
Essential to the economic recovery of Arab states is the ending of the COVID-19 outbreak. From
the onset of the pandemic Arab states have implemented containment measures with varying
levels of success, including traditional measures like testing and social distancing,
population-based distancing policies like lockdowns and closures, and travel limitations.®® These
measures were implemented very early, even before cases emerged within Arab states’ borders.
For example, Saudi Arabia halted pilgrimages to Mecca and Medina in February of 2020.
Enforcement has also been very strict, with violators of mask mandates even facing potential jail
time in Morocco and other states.®’ Strict mobility restrictions do have negative impacts on
states’ economies and arguments proposing to reduce COVID measures in favor of economic
recovery have pervaded around the globe. However, data suggests that despite the initial harmful
economic effects of containment measures, health performance and economic performance in
response to the pandemic actually move together in direct relation.® With the rising prevalence
of vaccinated populations and reduction in COVID-19 cases, states can begin to carefully lift
restrictions and work towards growth, but only with an understanding of the fact that economic
recovery is unattainable unless the pandemic remains contained. Doing so successfully requires a
high level of trust in government and compliance by Arab populations at large, which has varied
across countries.” Arab states can work to build trust and compliance through transparent,
timely, and accurate communication of mobility restrictions, reopening measures, and the current
health situation at large, creating greater clarity amongst the general public.” Ultimately, both
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Arab states and their populations will have to recognize the remaining necessary health measures
and their financing needs and economic impacts if reopening and recovery are to be successful.

Also relevant to the ongoing trend for health and economic success to occur together has been
the implementation of strong fiscal stimulus programs by the same governments that have
implemented successful containment and healthcare measures. Most Arab states have thus far
recognized that while mobility restrictions are necessary to stop the spread of COVID-19, they
can work to alleviate economic hardships through stimulus, leading to unprecedented fiscal
spending in support of households and firms.”' For example, the UAE has allocated $27 billion
in stimulus to boost the economy and Qatar has elected to spend $23 billion to incentivize private
sector growth.”” These programs and others have been successful in creating an economic
rebound to an extent, however, Arab states will have to continue to increase fiscal spending on
stimulus for citizens and businesses as long as the pandemic and necessary mobility restrictions
continue.” Tying together data-driven analysis of the current health and economic situation,
policies on lifting containment measures, and timing of fiscal spending may prove effective in
promoting the development of Arab states as the pandemic comes to a close. Also necessary for
economic recovery is greater cooperation of Arab states facilitated by the Arab League, which
has thus far failed to coordinate any significant economic response to the pandemic.” As a result,
states have continued to implement almost exclusively national programs, leading to significant
disparities in Arab states’ success due to their wide variety in level of economic and financial
resources. For example, while countries like the UAE are capable of providing $27 billion in
stimulus to their populations, others like Egypt can only commit less than a fourth of that
amount.” In order to alleviate these disparities and promote economic recovery of all Arab
states, the Arab League must facilitate greater cooperation and the creation of targeted short-term
stimulus to the most vulnerable states and populations in the MENA region.

Beyond the health measures and stimulus programs necessary for Arab economies in the short
term, the Arab League must work to alleviate the long-term economic effects of the COVID
crisis and prepare for health crises in the future. The most significant long-term effect Arab states
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face is debt. Accounting for only the healthcare investments and fiscal spending thus far,
government debt has already substantially risen in the MENA region, rising from an average of
46% to 54% of countries’ GDP from 2019 to 2021.7® Considering the necessity of further
spending to ensure both the full containment of the pandemic and short-term economic recovery,
this debt is only going to increase further. Arab states have already started to experience the
negative effects of high debt, with liability payments eating away at financial assets necessary for
economic development. Additionally, continuously rising debt only becomes more expensive and
makes economic initiatives harder to finance, with some Arab states forced to accept
exceptionally high interest rates and others being locked out of markets entirely as their
economic prospects diminish.”” Also adding to the problem has been limited government
planning with regards to the pandemic, with many Arab states drawing from extra-budgetary
funds or executive decrees to finance emergency fiscal spending rather than outlining detailed
budgets.” Lastly, lost oil revenues and continued oil price fluctuations limit non-debt sources for
fiscal spending and further worsens Arab states’ creditworthiness, forcing them to take on more

expensive debt.”

As a whole, a continued overabundance of debt threatens Arab states’ ability to
use fiscal spending to boost economic recovery both now and in the event of future crises. Little
progress has been made on this long-term issue by Arab states thus far, but coordinated efforts to
improve access to low-interest financing options, greater transparency, and stronger governance
are necessary to improve the current state of debt.* More broadly, Arab states need to evaluate
the economic impacts of COVID-19 and create solutions to better prepare for health crises in the
future. Investments in research and development, personal protective equipment, healthcare
infrastructure, education, digital and data systems, and other areas are all necessary to mitigate

the economic devastation of future pandemics.*’

II.  Questions to Consider in Your Research
e To what extent has my state been impacted by the COVID-19 pandemic, both in terms of
the health of the population and the economy?
e What efforts have been made by my state to mitigate the effects of the pandemic? To
what extent have these efforts been successful? To what extent have they failed?
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e What sectors are most important to my state’s economy and how have those sectors been
affected by the COVID-19 pandemic? What sectors are most important to my state’s
greatest economic partners and how have those sectors been affected by the COVID-19
pandemic? How have the oil and tourism sectors in particular played a role in my state?

e What segments of my state’s population have been most impacted by the COVID-19
pandemic economically? What attempts have been made to provide aid to these segments
thus far?

II. Questions a Resolution Might Answer

e What containment and healthcare investment measures are still necessary to stop the
spread of COVID-19? What are the economic implications of these measures? What
financing is necessary for these measures to be successfully enacted and where can that
financing be drawn from?

e How can the Arab League utilize fiscal spending to aid economic recovery in the short
term as mobility restrictions are slowly and carefully eased? In what ways can this fiscal
spending be targeted to be most effective in aiding households and firms in Arab states?

e What measures can the Arab League take to reduce the long-term burden of debt upon
Arab states as they struggle to manage health crises now and in the future?

e In what ways can Arab states take steps to prepare for future health crises? How can Arab
states cooperate to insulate their economies from shocks like pandemics?

IV.  Additional Resources

The Economic Impact of COVID-19 on the Middle East: Recession, Response, and Recovery
Insightful article summarizing the discussion of economic impacts of COVID-19 on Arab states
by a panel of scholars and experts.

Socio-economic Impact of COVID-19 | UNDP in the Arab States

Brief description of economic implications of the pandemic in the Arab world that contains a

comprehensive list of country-specific reports on economic conditions and responses by Arab
States.

UNDP Response by Country | UNDP in the Arab

An organized collection of brief summaries of economic implications of COVID-19 by country

for Arab states that contains information regarding the response of the United Nations
Development Programme in those states.

The World Bank. “The Global Economic Outlook During the COVID-19 Pandemic: A Changed
World.”

World Bank article summarizing global economic developments due to the pandemic.
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Topic III: Examining the opportunities and challenges facing the foodservice industry in
member states and devising means to promote foodservice growth.

I. Introduction to the Topic
A. General Background

Foodservice remains as one of the global industries most impacted by the COVID-19 pandemic,
with lockdowns slashing global foodservice sales by 20% and reducing total visits by 21% in
2020.*? By definition, the industry includes all actors responsible for preparing food outside of
the home, such as restaurants, catering firms, cafes, delivery services, and even noncommercial
establishments like hospitals and schools.*’ Furthermore, restaurants can be categorized as either
full-service, including both casual and fine dining, or as limited-service, which refers to both
quick-service giants like McDonald’s and rapidly growing fast-casual players like Chipotle.*
Amid a global economic shutdown, a freeze on tourism, and home-confinement of consumers
and employees alike, firms across the foodservice industry saw a massive decline in their
demand and operating capabilities, especially those offering primarily in-person services.
However, even with increasing vaccinations allowing the pandemic to subside, restaurants and
other establishments face a long road to recovery as they struggle to manage weakened supply
chains that cannot match renewed demand. This is known as the bullwhip effect, in which
business-to-consumer (B2C) companies attempt to swiftly recover their operations as demand
begins to recover from a downturn, placing significant strain on suppliers and creating
industry-wide instability in the price and availability of key goods.® For example, a global
shortage in chicken parts has critically reduced restaurant’s capability to meet customers’
demands, crippling businesses like Boston-based food truck Just Wingin’ It, which has had to
raise the price of its wings as the cost of acquiring chicken rises.*® The other significant
challenge in the industry that has emerged from COVID-19 concerns labor. The World Bank
finds that the food system, including everything from agriculture to foodservice, is crucial for
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global employment, with the majority of employed people in developing countries working
somewhere within this system.”” Yet despite their importance, foodservice jobs have been
disproportionately affected by the pandemic, with the International Labor Organization finding
that accommodation and foodservice together saw the greatest job losses.® With the world
reopening, the industry has struggled to regain the employees it had lost, inhibiting recovery.
However, urbanization and rising per capita income in developing countries around the world are
expected to provide new work opportunities in foodservice for years to come, particularly for
global youth.*

Despite pandemic-related setbacks, the foodservice industry is expected to see massive growth in
the near future, with projections estimating the global foodservice market to grow from $3.5
trillion in 2020 to $4.2 trillion in 2027.”° Growth in the industry has been and will continue to be
driven by a few key trends, including increased preferences by working millennials to spend time
socializing in commercial foodservice environments and try new and customizable menu options
that match varying tastes.”’ Consumers have also displayed increasing desires for convenience,
speed, digital access, fresh and healthy ingredients, and corporate social responsibility, all of
which have shaped the extent and direction of foodservice growth in the industry.” However,
these foodservice opportunities have been coupled with two challenges that must be managed in
order to see continued growth: cannibalization and adaptation. Cannibalization of an industry
essentially means that it is “eating itself” to grow, with the development of some industry
segments happening at the cost of others. Foodservice trends have contributed to the explosive
growth of fast-casual restaurant dining and delivery services, but at the cost of other segments
like full-service casual restaurants, limiting the overall economic benefits of industry growth on
GDP per capita and employment.”® Furthermore, changing trends and technological
developments have continued to prove that those who do not adapt will be left behind.
Foodservice has a history of slowness when it comes to the adoption of new technologies, but
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developments in automation, drone delivery, digital technology, and more will only lead to
growth if the industry can conquer the ongoing challenge of keeping up.”* COVID-19 has only
accelerated the pace of these challenges, so foodservice actors must quickly differentiate
themselves and adapt to change in order to ensure sustainable industry-wide growth.

B. History in the Arab World
As with the rest of the world, the global economic slowdown resulting from extended
lockdowns, disrupted supply chains, reduced tourism, and widespread fear of COVID-19
infection crippled the foodservice industry in Arab states.” Particularly challenging for Arab
foodservice businesses has been a lack of short-term liquidity. International foodservice research
and consulting firm Aaron Allen & Associates found in 2020 that 63% of major publicly traded
Middle Eastern foodservice businesses have critically low levels of working capital, meaning
that the majority of these businesses have more debt due within a one-year period than they are
able to cover with their liquid assets, placing them at risk of bankruptcy.’® Thus, with major
foodservice firms in the region at risk of failure, the industry itself faces potentially disastrous
contraction and job loss in Arab states. However, vaccinations and reductions in mobility
restrictions have been incredibly promising for foodservice growth in the region, with demand
for restaurants alone in the Middle East and North Africa (MENA) predicted to hit $70 billion in
2025.°7 Especially exciting is growth in online foodservice, which is expected to quadruple in
market size between 2018 and 2025, jumping from $3.5 billion to $15 billion.”® Despite the
continued effects of the COVID-19 pandemic, the MENA region sees some of the fastest overall
foodservice growth of any market around the world, creating plentiful economic opportunities.”

While many forces affect foodservice growth and development globally, they follow distinct
trends in Arab states. Among these trends is significant population growth in the Arab world,
especially in the states of the Gulf Cooperation Council (GCC). In fact, the combined population
of these states has doubled in the past 20 years, creating incredible upward movement for
consumer spending and foodservice demand in the region.'” This growth has also resulted in a
regional population that is significantly younger, particularly again in the GCC where 6.9% of
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people are between 15 and 19 years old.'"

As a result, the distinctive presence of massive youth
populations in Arab states compounds with a global trend for Millennial and Gen-Z populations
to dine out more than other age groups, further fueling foodservice demand in the region.
Additionally, the industry benefits from Arab states’ geographic location, which serves as a hub
for tourism, culture, East-West trade, and a variety of international tastes. For example, the
United Arab Emirates (UAE) has a population of over 200 nationalities and welcomes an
increasing number of tourists each year.'” The MENA region also benefits from above-average
operating margins in the foodservice industry, however these regional margins are rapidly
shrinking.'” For example, the net income of foodservice businesses in Saudi Arabia fell 40%
from 2013 to 2018 as a result of rising food and labor costs.'* Lastly, the MENA region is
experiencing above-average urbanization and technological development, especially in the GCC.
In fact, the United Nations predicts 90% of the GCC will be urbanized by 2050.'"” Consumer
usage of the newest technology is also among the highest globally, with 76% of the GCC’s
population already using mobile phones.'*

Foodservice in the MENA region is also greatly affected by Arabic culture and the varying role
of Islam in Arab states. For example, the consumption of certain foods like pork and alcohol are
forbidden under Islam and made illegal by states strictly enforcing Sharia law, such as Saudi
Arabia.'” Thus, with bars and similar establishments generally not prevalent in various Arab
states, the types of foodservice businesses that emerge in this region are different from those in
other parts of the world. Another component of Sharia and a continued cultural norm foodservice
firms must consider is the prevention of women and men from working side-by-side, which
affects employment practices of businesses in the region.'”® Foodservice in the MENA region is
also juxtaposed with a time-honored tradition of Arabic hospitality known as Karam, which is
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widely considered to be the best hospitality in the world.'” These and other religious and cultural
traditions must be factored into considerations of the foodservice industry in Arab states.

C. Finding a Solution to the Problem: Past, Present, and Future
Foodservice in the MENA region has enormous potential for growth, but Arab states face
numerous challenges that must be overcome in order to reap the full economic benefits this
industry can provide. These challenges mirror those of the global foodservice industry but must
be considered with a regional focus. The first major obstacle to foodservice growth is reduced
demand in a post-COVID world, particularly for in-person foodservice operations that have not
recovered their pre-pandemic levels of foot traffic and revenue.''” However, even pre-pandemic
levels of demand are still not sustainable for growth to continue into the future, so Arab states
must find ways to encourage greater foodservice consumption if the industry is to thrive. Past
and ongoing efforts by Arab states to improve foodservice demand are largely indirect through
the promotion of tourism. For example, Saudi Arabia has taken on infrastructure projects such as
the expansion of the Grand Mosque at Mecca and the construction of the entertainment hub
Qiddiya to attract both religious and nonreligious visitors and support demand in industries
directly related to tourism, such as foodservice.'" The efforts are predicted to increase tourism in
upcoming years, but the foodservice industry could see greater growth through the
implementation of more targeted foodservice demand promotion and development initiatives
alongside tourist attraction tactics.'?

Addressing critical issues within crippled supply chains is also crucial for developing the
region’s foodservice industry. The MENA region is more import-dependent than any other
region in the world, with a particular reliance on food. Thus, small inefficiencies cost Arab
foodservice firms millions in USD while major shocks like worldwide pandemics cause
widespread business failure.'” Added to these vulnerabilities are rising food supply prices and a
tendency for Arab foodservice firms to produce excess food waste in an attempt to be hospitable,
slashing margins and straining supply chains.'"* Past and ongoing efforts within the MENA
region to address these issues have particularly focused on the development of local food
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supplies, such as the creation of large-scale farming infrastructure by GCC governments.'"
Reducing the Arab states’ extensive food import dependency can be useful, however addressing
supply issues will require a more comprehensive approach that might also include developing
supply chain infrastructure, data-based logistics, and managing food waste levels.

Also crucial to foodservice growth is an adequate, well-trained labor force. However, a history of
low labor costs in the MENA region has caused foodservice operators to opt to hire extra
employees rather than invest in proper training programs, leading to excess and avoidable costs
through greater food waste and higher labor turnover rates.''® These costs of insufficient training
are now being compounded with rising labor costs, particularly due to the emergence of
quota-based labor nationalization programs like Saudization and Qatarization, which force
foodservice firms to employ more national employees at higher salaries and wages.""” Further
challenges include high youth unemployment, the separation of men and women in the
workplace, and a widespread false perception that foodservice jobs lead to a dead-end career.'®
Past efforts regarding foodservice labor have been minimal in Arab states, however other
countries such as the United States have successfully dealt with similar issues in the past by
investing in training and leaning into hospitality, which already has a long history in the MENA

region.'”

Lastly, Arab states must grapple with the challenges of cannibalization and adaptation that
emerge as the foodservice industry continues to grow and develop. Cannibalization in the MENA
region has been particularly characterized as a clash between Western chains and local
restaurants, with increasing incentives for consolidation and foreign direct investment shifting
the advantage to chains.'?® For Arab states to see sustainable growth in the foodservice industry,
global and local operations must learn to coexist by continuing to innovate and differentiate their
offerings. However, chains and independent businesses in the MENA region alike are still
struggling to adapt to the vast changes in technology and tastes reshaping the industry. Partially
responsible is an industry-wide hesitancy to be the first to pioneer and implement new
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technologies and models."”' Lacking standardization and clarity in foodservice laws and
regulations across the region also contribute to slowed adaptation, with restaurants and other
operations balancing inconsistent policies created by local municipalities, national governments,
and sub-regional bodies like the GCC Food Safety Committee.'? It will take both incentives for
businesses to innovate and implement new technologies such as the use of data and digital
platforms as well as clearer regional standards in order for Arab states to develop a growing
foodservice industry that can continue to adapt successfully in the future.

II.  Questions to Consider in Your Research

e What are the greatest opportunities in the foodservice industry of my state? How can
these opportunities be promoted and utilized on a regional level?

e Which of the major challenges in the foodservice industry are most prevalent in my state?
What initiatives has my state taken to address these challenges and how successful have
these initiatives been?

o How is the foodservice industry in my state uniquely shaped by national legislation and
regulations, local culture, religious influences, economic conditions, and other relevant
factors?

e To what extent has my state created policies to promote targeted growth in a specific
economic industry? What level and types of economic intervention are considered
legitimate policies by my state?

II. Questions a Resolution Might Answer

e What strategies can the Arab League implement to improve foodservice demand beyond
pre-COVID levels? What global and regional consumer trends can be promoted as a
catalyst for growth?

e How can world-renowned Arab hospitality be used to differentiate local foodservice
operations and challenge widely held perceptions of foodservice as an industry of
dead-end jobs?

e How can the Arab League create greater regional foodservice efficiency in both its supply
chain structure and regulatory systems?

e What incentives are necessary to encourage foodservice operators to continue to adopt
the latest industry innovations in areas such as digital and data technology, convenience,
employee training, and food sustainability?

IV. Additional Resources
Restaurant Industry Insights from Aaron Allen & Associates
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Comprehensive list of research and works from consulting firm Aaron Allen & Associates. Some
insights from this collection have been previously referenced, however this list offers a much
wider array of global, regional, and country-specific research, data, and insights into the
foodservice industry.

Slowing Restaurant Growth, Owners Must Innovate with AL JL.L. 2020 trends

An article that summarizes some of the global and regional foodservice trends affecting the
industry today.

Gen Z Will Have 'Seismic' Impact on the Food Industry. Prioritizing Convenience and
Functionality, Says NPD Group

A publication that details ongoing and future foodservice trends resulting from Gen Z
populations coming of age, relevant to regions like MENA with particularly young populations.
Who Supplies the Middle East’s Increasing Demand for Fresh Produce

A summary of factors affecting food supply in the MENA region with a particular focus on GCC

states. Provides data regarding imports and sources.
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Topic IV: Assessing the availability of funding for sustainable development and creating
avenues to encourage businesses to adopt sustainable practices.

I. Introduction to the Topic
A. General Background

While definitions of sustainability vary across business and political bodies in the international
community, it is generally considered to be composed of three major pillars: the planet (the
environment), people (society), and profit (the economy).'** Applying sustainability to state
development and business practices thus involves a careful and firm commitment to
environmental protection, social development, and economic growth. Of the three pillars, the
environment is usually the one that first comes to mind regarding sustainability, with pervading
issues such as climate change, environmental conservation, renewable energy, and water scarcity
critically impactful on the long-term development of the international system. Equally important
to sustainability are social issues, particularly those regarding human rights and inequalities in
quality of life, healthcare, and education across age, gender, ethnic, and racial groups around the
world.'** Lastly, supporting both of the other two pillars is the economy, with issues regarding
unequal distribution of wealth and resources as well as the lack of economic resilience in
undiversified and debt-reliant economies limiting the capabilities of developing states to advance
sustainability through any of the three pillars.'* Each of these pillars is interlinked and the
boundaries between them are often indistinct. Thus, all three must be considered even when
considering largely economic issues of funding and business practices. Currently, the most
notable ongoing effort by the international community to pursue sustainability has surrounded
efforts to achieve the 17 Sustainable Development Goals (SDGs) adopted by all members of the
United Nations in 2015 as a part of the 2030 Agenda for Sustainable Development.'*® The
pursuit of these goals has been guided by the Addis Ababa Action Agenda (AAAA), which
outlines a strong framework for financing the achievement of the SDGs and the many facets of
sustainability they address.'?’ Recognizing the guidance of and ongoing efforts surrounding both
the SDGs and AAAA is crucial when considering the funding of sustainable development and
the incentivization of sustainable business practices.
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Funding and business action are essential to any attempt to achieve sustainable development, be
that focused on the environmental, social, or economic pillar. Critical financing gaps remain in
the international system’s capability to achieve SDGs, especially after the outbreak of the
COVID-19 pandemic. In what is known as the “scissoring effect,” the economic downturn has
contributed to both an increase in sustainability financing needs and a decrease in funding
availability, increasing the annual gap from an already high $2.5 trillion to now $4.2 trillion.'*®
Despite this dramatic change, it appears rather insignificant compared to the $378.9 trillion and
growing total financial assets held by banks and institutional investors, of which only 1.1% is
necessary to fill the SDG annual financing gap.'® Thus the funding of sustainable development
is not a question of whether the money exists in the international system, but rather one of
accessibility and proper use. The sources of funding to promote sustainability vary greatly, yet
domestic resources are notably the most reliable and sustainable sources of financing in the long
term, with tax revenue being the largest and most important. However, many developing
countries lack the institutional capacity and financial systems to collect the necessary levels of
taxes and thus require greater international cooperation to promote sustainability.'*® A key
development in this area is the recent commitment by 130 countries to institute a minimum tax
rate of at least 15% on multinational corporations, allowing developing countries with low rates

to increase their tax revenue without risking the loss of foreign direct investment."!

Beyond
cooperation on domestic revenue raising systems, the international community has also created a
variety of funding avenues including official development assistance (ODA), the World Bank
Group Partnership Fund for the Sustainable Development Goals, the Joint Sustainable
Development Goals (SDG) Fund, and more."** Also crucial to sustainability are the actions of
businesses, and many firms around the world have begun to adopt policies that make their
operations more sustainable.'** Currently, increased consumer and investor preference for
sustainability, reduced costs of renewable energy, brand image benefits, positive media coverage,

and pressure from powerful actors in supply chains all motivate internal and external sustainable
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business actions like employee training in sustainability, conservation of resources, careful
purchasing and selection of suppliers and vendors, recycling, and much more."** This progress is
promising, yet greater incentives are necessary to ensure firms around the globe maintain a
commitment to the environment, social equity, and universal economic development.
Governments and intergovernmental bodies currently and can continue to utilize target taxes,
subsidies, and other tools to encourage and discourage specific actions to promote sustainable
development.'** Additionally, government work to quantify the existing benefits of sustainability
by providing metrics like consumer demand for sustainable products, lowered costs of energy
efficiency, and more further encourages businesses to adopt sustainable practices and promote

sustainable development.'*

B. History in the Arab World
Arab states face numerous obstacles for each of the pillars of sustainable development. Starting
with the environment, especially arid conditions and high water scarcity make the MENA region
one of the areas expected to be most negatively impacted by climate change as droughts become
longer and more frequent."”” Already 51 million people in the Arab world lack access to basic
drinking water services, a major problem that will only be exacerbated as global temperatures
rise.”*® At the same time, Arab states continue to face worsened air quality from a globally high
amount of gaseous emissions and still have a weakened energy infrastructure incapable of
supporting a modern society and economy. Insufficient energy infrastructure in particular has
vast implications for social development as well, with the poorest Arab populations, especially
women, having to spend as much as six hours a day collecting combustible materials for heating
and cooking, forfeiting time that could be spent earning greater income."** More broadly, women
as well as youth in the Arab world face higher rates of unemployment regardless of their
qualifications, limiting their access to socioeconomic mobility. Meanwhile, continued disparities
in income, health, human rights, and education across the Arab world restrict broader social
development.'* Limited income, high unemployment, and increasing poverty in the region all
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continue to lower economic development as well. Poverty in the Arab world has historically
been especially troubling, with the region being the only one in the world to have increasing
poverty (at least prior to the outbreak of COVID-19).""! Aging systems of patronage and
corruption have only exacerbated these issues, limiting growth in jobs and overall economic
development.'** Together these obstacles create a significant burden on the pursuit of sustainable
development, yet they affect Arab states to a widely varying extent.'* Conflict-torn states
struggle with sustainable development in particular. For example, a measure of moderate poverty
in Syria estimates that 55.4% of the population fell below the poverty line from 2010 to 2016,
significantly reducing prospects for sustainability.'** Overall, the costs of sustainability continue
to rise as various challenges across the region pervade, dimming Arab states’ prospects for the
achievement of the SDGs and other sustainability goals in the near future.'*’

An estimated $100 billion annually has been given for the cost of achieving the SDGs in Arab
states, a cost that is only expected to rise as conflicts, instability, and the COVID-19 pandemic
continue to obstruct environmental, social, and economic progress.'*® Matching this cost of
sustainable development requires a great deal of funding, which Arab states have continuously
struggled to acquire. This is particularly attributed to the gradual collapse of the rentier model
utilized by many Arab states, a model traditionally associated with oil but also applied to other
resources such as the Suez Canal by Egypt. Essentially, the rentier model is a method of
financing in which a state receives payments from international actors to use its natural resources
and then utilizes the generated revenue to support the vast majority of its budget. With low and
volatile oil prices, increasing global competition and Arab populations, and greater
environmental concern over the use of fossil fuels, rentier models are no longer able to support
Arab governments’ actions, including advancements in sustainability.'*” As a result, Arab states
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have begun to shift towards greater uses of taxation to make up necessary budgetary needs, yet
tax-to-GDP share remains low in most. In particular, low-income and conflict-ridden Arab states
with weakened institutions have failed to raise significant revenues in taxes, creating extremely
tight budgets and little room to fund sustainable development.'*® Lacking the necessary domestic
capabilities, Arab states have turned to the international community for help financing
development. This aid includes funding from governments and intergovernmental organizations,
however, this type of aid has historically been inconsistent over time. For example, under the
Trump administration, the United States withdrew $65 million in aid to the United Nations Relief
and Works Agency for Palestine refugees (UNRWA) in 2018 but later reversed that decision in
2021 under the Biden administration.'” Thus, despite the importance of the international
community, political developments abroad make external public monetary flows an unreliable
source of funding for sustainability. Furthermore, foreign aid from governments is not only
unpredictable, it is also insufficient. For example, official development assistance (ODA)
provided to the MENA region was only $142 billion, indicating the inability of the public sector
to finance sustainable development on its own."*® What remains to fulfill financing needs is the
private sector, however, the Arab region is collectively a net exporter of capital, with greater
FDI, loans, and remittances flowing out of the region and in. For example, for every $1 in FDI
into Arab states, $1.8 exits either through FDI outflows or repatriation of profits on inflows."!
Ultimately, instability and a lack of confidence in financial infrastructure have prevented the
MENA region from attracting the necessary capital to fund sustainable development.

Beyond financing government initiatives, the private sector plays a role in Arab states’
sustainability through the adoption of sustainable practices by businesses. Historically, the role of
businesses and the private sector as a whole have been viewed largely in economic terms,
focusing on contributions of businesses to growth in jobs, tax revenue, and the overall economy.
However, there is increasing advocacy in the Arab world for businesses to go beyond their
economic role and play a part in all three pillars of sustainability, leading to greater
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environmental and social development.'** In response, Arab businesses and business leaders have
begun to recognize the importance of incorporating sustainability into their practices, with 86%
of 219 surveyed MENA executives and corporate leaders displaying an understanding of
corporate social responsibility (CSR).'>* Despite this progress, however, the actual
implementation of sustainable business practices has varied greatly across states. For example,
observation of firms in the UAE shows an increasingly strong commitment to sustainability
while firms in Lebanon have largely focused on boosting public relations rather than taking
concrete action.'** Further complicating Arab business action has been confusion surrounding the
difference between sustainability and the principle of Zakat, a requirement in Islam to donate to
philanthropic causes. While charitable efforts are certainly positive, the culture of Zakat has
created a widespread view in Arab populations that sustainability is a form of philanthropy,
rather than something to pursue as a part of business strategy, limiting the adoption of sustainable
practices.'”> However, those Arab businesses that have implemented sustainable business
practices on a deeper level have begun to see significant gains as new opportunities for
innovation, greater efficiency, and improved reputations lead to a better bottom line.'*

C. Finding a Solution to the Problem: Past, Present, and Future
Central to any attempt at sustainable development is funding from domestic government revenue
sources. Historically, rentier models in many Arab states have successfully supported numerous
government created development initiatives and public works projects, but the collapse of this
model requires significant diversification both in Arab economies and sources of government
revenue. Moving away from oil-related revenues in particular is essential for creating more
consistency in Arab states’ budgets due to the high volatility of oil prices.'”” A handful of
oil-reliant national governments in the MENA region have already launched massive plans for
economic diversification and sustainable development, with key examples including Saudi
Arabia’s Vision 2030 and the UAE’s Vision 2021, which have pursued both modernization of
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infrastructure and expansion of renewable energy supplies.'”® However, challenging these
diversification efforts and obstructing sustainable development are critical ongoing inefficiencies
and inequalities in tax systems across Arab states, which require significant corrective measures
and greater alignment with goals of equity and environmental protection.'”” Some progress has
been made to improve taxation systems’ strength and consistency on a subregional level, with
member states of the GCC agreeing to implement a value-added tax to increase revenues.'® Even
so, diversification and taxation development efforts have yet to fulfill the financing needs of
sustainability, so further commitments to improve revenue streams by Arab states are necessary.
This issue is further complicated by a large prevalence of tax evasion, money laundering, and
illicit flows of capital in Arab states, limiting the effectiveness of new tax and capital regulations.
Addressing these challenges could be extremely profitable for Arab states, with the Arab Forum
for Environment and Development (AFED) estimating a potential annual gain of $100 billion in
the region from fighting corruption.'®' This metric matches the previously predicted $100 billion
in annual financing necessary for SDG progress in Arab states, however, those needs were
expected to have grown due to ongoing crises in the region. Formulating solutions to these and
other weaknesses in domestic revenue sources are crucial to financing sustainable development
in the region.

Alongside domestic reforms, the mobilization of both public and private foreign financing is
necessary in order to fill persistent funding gaps as national systems continue to struggle to
evolve. Although it remains inconsistent and insufficient, there are numerous existing sources of
public aid to developing states from national governments and international organizations,
including the United Nations, the World Bank, OPEC, the European Bank for Reconstruction
and Development (EBRD), the Islamic Development Bank (IsDB), and more.'®* Some of this aid
is specifically targeted towards sustainable development, with groups like the United Nations
Development Programme (UNDP) taking an active role in the region.'” These and other
organizations have had positive effects on Arab states’ development, but greater cooperation and
commitment are necessary to make substantial progress on sustainability. Commitments from the
private sector are necessary as well, which has trillions of dollars at its disposal to advance

158 «“Sustainability 2021: a vital shift in the Middle East.” Arabian Business, 30 Mar. 2021,
https://www.arabianbusiness.com/wealth-management/461038-sustainability-202 1 -vital-shift-in-the-middle-east.
13 “Financing Sustainable Development in Arab Countries.” Arab Forum for Environment and Development, 2018,

https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/ AFEDReport-financingSDinArabCo

untries2018-.pdf.
10 “GCC to Implement 5% Value Added Tax (VAT).” FGX, 30 Apr. 2019, www.fgx.com/gcc-countries-vat-tax/.

16! “Financing Sustainable Development in Arab Countries.” Arab Forum for Environment and Development, 2018,
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/ AFEDReport-financingSDinArabCo

untries2018-.pdf.
162 IBID

163 “Sustainable Development.” UNDP,
www.arabstates. undp.org/content/rbas/en/home/sustainable-development/in-depth.html.



http://www.arabstates.undp.org/content/rbas/en/home/sustainable-development/in-depth.html
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/AFEDReport-financingSDinArabCountries2018-.pdf
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/AFEDReport-financingSDinArabCountries2018-.pdf
http://www.fgx.com/gcc-countries-vat-tax/
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/AFEDReport-financingSDinArabCountries2018-.pdf
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/AFEDReport-financingSDinArabCountries2018-.pdf
https://www.arabianbusiness.com/wealth-management/461038-sustainability-2021-vital-shift-in-the-middle-east

sustainable development.'** Currently, Arab states have failed to implement measures to attract
the necessary amount of FDI and other capital flows into the region, with greater cooperative
efforts required to create greater political and regulatory stability and inspire confidence in the
international private finance community about the security of their assets in the region.'®’
Furthermore, creating new, innovative private financing tools and measures tied to sustainability
will be essential for progress, such as green bonds, blended finance, results-based financing, and
Islamic financing. Implementation of these tools has already begun in the Arab region, with the
National Bank of Abu Dhabi in 2017 becoming the first in the region to issue a green bond.'*
Still, the widespread use of new sustainable financing measures remains to be seen, with the
issue of “greenwashing” posing a significant challenge as capital allocated for so-called
sustainable projects is ultimately used improperly.'¢’

Beyond serving as a provider of capital for others advancing sustainability, the private sector
must be encouraged to change its own practices in order to become more sustainable as well.
Particularly important for both profitability and broader sustainability is for businesses to
incorporate sustainable missions and practices into their central purpose and strategies,
maximizing their impact.'® Some businesses have begun to take this action on their own, but
others require government action to lead the way. Creating the proper incentives for businesses
to participate is crucial, such as preferential taxes, subsidies, and other benefits for businesses
that meet government sustainability requirements. One country that has been particularly
successful is the UAE, which has implemented innovative reward systems, public-private
partnership programs, and an official CSR UAE label that is only applied to verified sustainable
firms.'®’ Verification is crucial to ensure incentives are being used effectively to encourage real
change in business practices and requires the development of broader regulatory frameworks that
set clear targets, outline methods for transparent reporting and monitoring progress, and create
greater accountability.'”® However, encouraging greater clarity and less corruption in business is
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difficult when governments face those challenges within their own institutions, creating a
necessity for governments to set a better example that creates a more open business environment
overall.'”" Additionally, governments not only need to create an environment that encourages a
sustainable shift in existing firms but also supports the development of innovative startups. New
small businesses have enormous potential to create sustainable development in Arab states given
the proper capital, support, and encouragement to get off the ground, leading to the invention of
new environmentally friendly methods and creating an avenue for underprivileged groups like
youth and women to advance in society and the economy.'”* Significant reforms have been made
to encourage entrepreneurship in the region, reducing the average number of days it takes to
open a business. For example, Kuwait’s implementation of an online business registry and digital
resources access has been especially helpful for startup creation.'” Even so, much greater
international action is necessary to promote the adoption of sustainable practices and the
development of new sustainable businesses in Arab states in order to meet the environmental,
social, and economic demands of a modern world.

II.  Questions to Consider in Your Research

e What are the primary issues of sustainability in an environmental, social, and economic
sense that have affected or currently affect my state?

e What are the major sources of government revenue in my state? How stable are these
sources of revenue and how have they been utilized in the past to promote sustainable
development?

e What forms of financial assistance does my state receive from foreign governments,
international bodies, and global private investors? How stable are these sources of
revenue and how have they been utilized in the past to promote sustainable development?

e To what extent have businesses committed to sustainability in my state? Have they
followed through on these commitments? Has the government played a role in
encouraging or supporting these commitments?

II. Questions a Resolution Might Answer
e How can the Arab League strengthen the domestic institutions of member states
responsible for revenue raising and sustainable development initiatives? How can the
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League work to address a lack of diversification and a high presence of corruption in
domestic capital flows?

e In what ways can the Arab League better coordinate the flow of public funding from
itself and other international institutions into member states? How can this funding be
made more consistent and substantial?

e How can Arab states work to attract greater private financial investment into sustainable
development in their communities? What impediments to private financial flows must be
removed?

e What incentives must be created and what frameworks must be developed in order for
Arab businesses to adopt sustainable practices? How can Arab states support the growth
of sustainable businesses, especially sustainable startups?

IV.  Additional Resources

Shift Toward Sustainable Business Models in Middle East & North Africa Could Unlock More
Than US$600 Billion by 2030

Insightful article summarizing the economic benefits of adopting sustainable practices, ongoing
developments in sustainability, and potential financing.

Arab Sustainable Development Report 2020

Navigation page for the Arab Sustainable Development Report containing summaries of each of
the 17 SDGs in relation to Arab states and links to specific SDG-related chapters.

Why All Businesses Must Embrace Sustainability
Article detailing the current state of global sustainable business practices, gaps in sustainability,
and recommendations for businesses moving forward.

Addis Ababa Action Agenda

Text of the Addis Ababa Action Agenda, passed by the United Nations to outline financing for
sustainable development.
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