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ABSTRACT 

 

 

UNDERSTANDING THE ROLE OF RENEWABLE ENERGY IN A RENTIER 

STATE: THE EXAMPLE OF UNITED ARAB EMIRATES 

 

 

Atalay, Yasemin 

M. Sc., Department of Middle East Studies 

     Supervisor      : Assoc. Prof. Dr. Ayşegül Kibaroğlu 

 

 

June 2011, 131 pages 

 

The overall purpose of this thesis can be put as the search for the prospects of the 

establishment of a renewable energy paradigm in a conventional example of an 

oil-rich state. The sample actor of the oil paradigm is chosen as the United Arab 

Emirates, as it represents the overall character of the Arab Gulf region, as well as 

being an appropriate example of what is termed as the ‘rentier state’. Within this 

framework, firstly it is aimed to shed light on the negative impacts of the oil 

paradigm in terms of economic problems, social imbalances, and environmental 

consequences. Secondly, it is sought to answer the question of what has been 

done for the incorporation of a renewable energy policies into various aspects of 

Emirati governance, ever since the country’s independence in 1971. Thirdly, the 

causal relationship between the country’s renewable energy policies and certain 

positive outcomes will be highlighted. This thesis would be informative to show 

whether United Arab Emirates could be a model for other rentier states of the 

region and beyond, towards the embracing of renewable energy paradigm in the 

face of depleting oil resources. 

 

Keywords: United Arab Emirates, oil, renewable energy, rentier state 



v 
 

ÖZ 

 

 

RANTİYE DEVLETTE YENİLENEBİLİR ENERJİNİN ROLÜNÜ 

ANLAMAK: BİRLEŞİK ARAP EMİRLİKLERİ ÖRNEĞİ 

 

 

Atalay, Yasemin 

Yüksek Lisans, Orta Doğu Araştırmaları Bölümü 

Tez Yöneticisi         : Doç. Dr. Ayşegül Kibaroğlu 

 

Haziran 2011, 131 sayfa 

 

Bu tezin genel amacı, geleneksel bir petrol zengini ülke örneğinde yenilenebilir 

enerji paradigmasının kurulması olanaklarının araştırılması olarak ortaya 

konulabilir. Petrol paradigmasının model oyuncusu, Arap Körfez bölgesinin genel 

karakterini temsil etmesi ve ‘rantiye devlet’ kavramına uygun bir örnek teşkil 

etmesi açısından Birleşik Arap Emirlikleri olarak belirlenmiştir. Bu kapsamda, ilk 

olarak petrol paradigmasına ekonomik sorunlar, sosyal dengesizlikler ve çevresel 

etkiler açılarından ışık tutulması amaçlanmıştır. İkinci olarak ise, ülkenin 1971’de 

bağımsızlığını kazanmasından sonra yenilenebilir enerji politikalarının Emirlik 

yönetimlerinde ne şekilde yer bulduğu sorusu yanıtlanmaya çalışılacaktır. Üçüncü 

olarak ise, ülkenin yenilenebilir enerji politikaları ile birtakım olumlu gelişmeler 

arasındaki pozitif korelasyonun altı çizilecektir. Bu tez, Birleşik Arap 

Emirlikleri’nin bölgedeki ve bölge dışındaki diğer rantiye devletler için 

tükenmekte olan petrol kaynakları karşısında yenilenebilir enerji politikalarının 

benimsenmesi yönünde bir model teşkil edip edemeyeceği konusunda 

bilgilendirici olacaktır. 

 

Anahtar sözcükler: Birleşik Arap Emirlikleri, petrol, yenilenebilir enerji, rantiye 

devlet. 
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CHAPTER 1 

INTRODUCTION 

 

Oil has come to be one of the major determinants of world politics to this day, 

affecting many realms, from economics to security, and to environment. 

Although world’s oil reserves are clustered in a few number of countries, the 

environmental impacts of oil-dependent industries can be felt all around the 

world at large. As we move towards the second decade of 21st century, we 

come to realize that fossil fuels function as unsustainable sources of energy, as 

well as resulting in negative consequences from the perspective of 

environment. Being the major reason for the immediate need of embracing 

sustainable and environment friendly energy policy frameworks, 

comparatively more serious environmental consequences of the oil paradigm 

pushed me to further investigate on the prospects for a full consolidation of 

clean energy. 

 

One of the outstanding motivations for the bringing up of this thesis subject is 

derived from my early encounters with environment-related international 

relations phenomenon learned during Assoc. Prof. Ayşegül Kibaroğlu’s 

undergraduate courses1 in Middle East Technical University’s International 

Relations Department. Stepping aside from the conventional international 

                                                 
1 These undergraduate courses are Assoc. Prof. Dr. Ayşegül Kibaroğlu’s IR226: North-South 
Relations: Environment, Development and Security (Spring 2006), and IR461: Politics of 
Water Resources in the Middle East (Fall 2008). 
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political paradigm based on ‘hard power’, the discussions around this course 

directed me and many others that in certain cases, rather non-traditional 

political power issues like trans-boundary water resources management could 

gain upper hand vis a vis seemingly more serious aspirations like security, 

defence, and/or terrorism, thereby having the need to be attributed more 

importance. Indeed, the world we live in moves more and more towards the 

prioritization of such ‘soft’ issues like the integration of green governance 

into many types of policy making. Ever since the green movement came into 

being in early 1960s2, incorporating environmental concerns into the overall 

policy making schemes of the states came more to the agenda. With the 

impacts of climate change being felt even more concretely in the last few 

decades, this subject matter gained further importance.  

 

Although the debates over green growth, sustainable development, and 

alternative energy resources have many aspects, this thesis will primarily 

focus on the renewable energy perspective. Needless to say, an evaluation of 

the renewable energy policies could not go by without firstly referring to the 

oil paradigm. While around 60% of world’s oil resources are present in the 

Middle East, the Gulf region on the whole stands as an accurate platform to 

evaluate on the case of the prospects for renewable energy. Throughout this 

thesis, the main objective will be the achievement of in-depth knowledge on 

the issue of renewable energy prospects of the United Arab Emirates (UAE). 

                                                 
2 For one of the most prominent works of the pioneers of this movement, see Rachel Carson, 
Silent Spring(Boston: Houghton Mifflin, 1962) 
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Certain socio-economic schemes add up to the negative impact of fossil fuels 

on environment, such as the ‘rentier state’ system prevalent in the Arab Gulf 

region. Rentier states of the Arab Gulf realized in time that, living on natural 

resource revenues, rather than diversifying the economy seemed utterly 

profitable for short-term economic growth. In that respect, UAE, which was 

established in 1971 with the British withdrawal from then the Trucial States, 

showed a significant level of economic growth and surpassed many other 

countries in the nearby regions. There is a substantial amount of literature on 

the inefficiency of oil-led economic development3.  

 

With this thesis it is aimed to underline the negative aspects of the oil 

paradigm through three main approaches. This trilateral approach will focus 

on economic deficiencies, social problems, and political consequences. 

Following the discussions on oil paradigm, the focus would be shifted over 

the potential status of renewable energy framework of the UAE. In that 

section, further information would be given on the emergence of the 

renewable energy paradigm in the Arab Gulf, as well as the institutions, 

organizations, agreements, and provisions related with this paradigm. In this 

case, UAE plays a key role in the region, as it embodies significant 

institutions like International Renewable Energy Agency (IRENA) and even 

                                                 
3 One of the important examples of such literature is Hossein Askari,  Middle East Oil 
Exporters: What Happened to Economic Development? (Cheltenham: Edward Elgar 
Publishing, 2006) 
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some smart cities (like Masdar City) within its borders. It would be 

enlightening first to see the historical background of the UAE in order to 

understand how such a groundbreaking leap forward came into being. 

 

This research will try to answer three questions, which will be shaped by 

certain hypotheses. The main reasoning of the research will be deductive, 

therefore the questions will move from the more general, to the more specific.  

 

What are the main characteristics of the rentier states, how do they come to 

being, what are the problematic areas within them? These questions will be 

answered in order to show the basics of this type of state more concretely. In 

this respect, certain works of outstanding scholars on this theory will be 

highlighted, such as the works of Terry Lynn Karl, Michael Ross, Gwen 

Okruhlik, and Giacomo Luciani.4In analyzing the rentier state, their 

problematic areas which derive from the dominance of resource abundance in 

state affairs will be underlined. In this respect, certain factors like the “Dutch 

Disease Syndrome”, “absence of economic diversification”, “prevalence of 

authoritarianism”, “little or no taxation”, and “resource curse” will be 

analyzed. Once all these are focused on, it is aimed to achieve a detailed and 

comprehensive account on the rentier state concept. One of the main 

                                                 
4 Terry Lynn Karl, “The Perils of the Petro-State: Reflections on the Paradox of Plenty”. 
Journal of International Affairs, Vol.53, No.1 (Fall 1999); Michael L. Ross, “The Political 
Economy of the Resource Curse”. World Politics, Vol.51, (January 1999); Gwen Okruhlik, 
“Rentier Wealth, Unruly Law, and the Rise of Opposition”. Comparative Politics, Vol.31, 
No.3, (April 1999); Hazem Beblawi and Giacomo Luciani (ed.), The Rentier State (New 
York: Croom Helm, 1987) 
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hypotheses of this part is that the rentier state system is an eventual result of 

resource abundance, although these ‘resources’ might not be in conventional 

types such as oil or natural gas, while they can even be shipping fares of a 

canal or commission from an energy pipeline. Also, social, political, and 

economic problems of the rentier state system will be hypothetically linked to 

each other, and somewhat breed each other.  

 

The second thesis question will be about the social, political, and economic 

dynamics of the UAE with respect to the concept of the rentier state, as well 

as its renewable energy policies. Therefore the three sub-questions will be 

sought to answer:  

 

- To what extent is the UAE is a rentier state?  

- What are the problematic areas of this country with respect to the 

rentier state system?  

- What are the recent policy efforts in the fields of renewable energy?  

 

In order to fully grasp the answers of these three sub-questions, historical 

background of the country will also be presented, because of the fact that 

having acquired its independence from Britain as late as 1971, the UAE is 

quite a young actor in the Gulf region and ever since it first emerged as an 

independent actor in the region, oil-abundance has been one of its outstanding 

characteristics. Therefore, even the pre-independence oil concession 
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agreements are significant in the state formation process of the Emirates. 

Following the historical background, the present situation of the Emirates will 

be analyzed in terms of its social, political, and economic characteristics. The 

main hypothesis of this part of the research will be that although the Emirates 

has substantial amount of reasons to be considered as a prototypical rentier 

state, in some respects it started to be diverged from other rentier states in the 

Arab Gulf region, standing as an unconventional prototype. The third sub-

question is ‘What are the scopes of renewable energy policies of UAE?’. This 

research question will possibly lead us to the national initiative of the UAE. 

For the past few decades, there have been concrete achievements and 

innovative policy adoptions in the UAE, such as the establishment of Masdar 

Institute of Science and Technology, and the Masdar City. While the know-

how of the incorporation of renewable energy systems into daily life utilities 

is developed in the Masdar Institute, this developed know-how is put into 

practice in the Masdar City. Masdar City can be considered as the outstanding 

smart city in the Middle East, considering the achievement made in the 

transportation system of the city for instance. Therefore, for the core argument 

of this research, the national policy aspect example of the UAE is very 

critical, because it can be a model for other resource-rich countries in the 

region.  

 

In the third Chapter of this thesis, the aim will be to answer the following 

questions: How significant has the renewable energy policies been for the 
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UAE, and to what extent they brought value-added opportunities and benefits 

for the country? In this respect, the economic, social and political outcomes of 

the renewable energy policies of the country will be analyzed. Therefore, the 

direct, indirect, and anticipated results of the renewable energy paradigm will 

be highlighted from the aspects of economic diversification, increasing 

quality of higher education, and environmental outcomes. The main 

hypothesis of this chapter is that UAE has a long way to go before having an 

efficiently diversified economy, a modern, high quality higher education 

system which helps the upbringing of Emirati technocrats in science and 

technology-intensive fields, and a totally sustainable economy. However, 

recent policy adoptions under and out of the Masdar Initiative seem 

promising, as they target many aspects of the economy, society, and policy 

making. Hence, it will be argued that there is still some time before the 

positive results of the renewable energy and sustainable development policy 

paradigm of the country become visible. 

 

The qualitative research will be facilitated both by primary and secondary 

sources. Primary sources will be governmental publications, NGO reports, 

and an interview with an Emirati diplomat; while the secondary sources will 

be books, journal articles, newspaper articles, as such. These sources will be 

made use of throughout the deductive flow of chapters of the thesis. 

Quantitative data will not be derived from ministerial sources of the UAE; as 

they were found to be not updated. This can be considered as one of the main 
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limitations of the research. Hence, quantitative data, such as the amount of 

carbon emissions from the UAE, will be received from non-governmental 

publications and websites. 
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CHAPTER 2 

THE RENTIER STATE 

 

2. 1. Defining the Rentier State 

 

It is put forth by many scholars that, natural resource abundant countries have 

their own political, economic, and social characteristics. Living on the rent, 

which they get from the export of these resources or the rentals of certain 

commodities, they stand within a significant political economic paradigm. 

These states are referred to as rentier states. They have certain commonalities, 

which will be further evaluated in this section.  

 

It would be sound to say that one should first focus on the concept of ‘rent’, in 

order to fully grasp its effects. Adam Smith defined rent simply as unearned 

income, which is reaped by those who did not sow.5 It can further be 

explained as the income, which is not earned in return for a real productive 

input. Apart from this very basic definition, there is a considerable variety of 

approaches towards the concept of rent. For instance, according to Mick 

Moore, rents can be divided into two groups: natural resource rents and 

                                                 
5 Terry L. Karl, “Oil-led Development: Social, Political, and Economic Consequences”. 
CDDRL Working Papers, Number 80 (January 2007), http://iis-
db.stanford.edu/pubs/21537/No_80_Terry_Karl_-_Effects_of_Oil_Development.pdf accessed 
on 10 April 2011, p.2 
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strategic rents.6 Natural resource rents are derived from the export of minerals, 

diamonds, tropical timber, and more importantly oil. Strategic rents, on the 

other hand, are more diverse. They can be the control over naval transport 

arteries, military alliances and subsidies, or even “rentals” of military facilities 

to foreign powers.7 A rentier state may live mostly of natural resource rents, 

or strategic rents, or both of these. For instance, while Egypt mostly gets its 

rental revenues from the shipping tariffs of Suez Canal, Oman on the other 

hand exploits both its oil resources and it receives the tariffs of the Strait of 

Hormuz. 

 

Probably the most comprehensive, as well as the most cited work on the 

rentier state debate was put forth by Hazem Beblawi and Giacomo Luciani.8 

As a compilation of articles regarding the rentier state phenomenon, the book 

analyzes different various characteristics of rentier states of the Arab world. It 

is underlined in the book that there are four main factors, which need to be 

kept in mind about the rentier states:9 

 

                                                 
6 Mick Moore, “Revenues, State Formation, and the Quality of Governance in Developing 
Countries”. International Political Science Review, Vol. 25, No. 3, (2004) p.305  
 
7 Ibid, 305. 
 
8 Hazem Beblawi and Giacomo Luciani (ed.). The Rentier State (New York: Croom Helm, 
1987) 
 
9 Ibid, 51-52. 
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1. There is no such thing as a pure rentier economy. Each and every economy has 

some elements of rent. A rentier economy should be defined as one where rent 

situations predominate. 

2. The externality of the rent origin is crucial to the concept of a rentier economy. 

The existence of an internal rent, even substantial, is not sufficient to 

characterise a rentier economy, though it could indicate the existence of a 

strong rentier class or group. 

3. In a rentier state –as a special case of a rentier economy- only a few are 

engaged in the generation of this rent (wealth), the majority being only involved 

in the distribution or utilization of it. 

4. A corollary of the role of the few, in a rentier state the government is the 

principal recipient of the external rent in the economy. This is a fact of 

paramount importance, cutting across the whole of the social fabric of the 

economy affecting the role of the state in the society. 

 

Hence, the significant points to be underlined in a debate regarding a rentier 

economy are the degree of the presence of external rent elements in the 

economy, and the question of what minority is engaged in the generation of 

this rent. The idea that the character of the rentier economy’s government is 

more or less responsible of utilization and distribution of the country’s rent 

wealth should be kept in mind, as the debate of the governance of UAE will 

highlight how this distribution can be done in different ways, serving non-

rentier purposes. 

 

As for the role of oil revenues in a rentier economy, it should also be noted 

that by any means it is made difficult for foreign firms to operate as 
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independent entities in these economies. While existing laws favour the local 

merchants, they also dictate that foreign companies can operate only through 

local sponsors, and this paved the way to the emergence of the local 

sponsorship system, al-kafil.10 There are cases in which, the foreign 

companies, just for the sake of being accordant with the host economy’s law, 

hire local citizens. By all means, there has to be certain local characteristics 

for these foreign companies and they can never be fully autonomous in these 

rentier economies.  

 

The coexistence of two social communities, nationals and expatriates, is 

another importance phenomenon that is present in rentier states, 11 within the 

framework of which the weakness of a national labour force comes out of the 

surface. Expatriates not only assume rather productive duties of the economy, 

but they are also the pioneers of the technological and knowledge-based 

developments in these states. The number of foreign workers constitutes 85% 

of UAE’s total population of 6 million, as of 2010.12In the coming chapters, 

this dichotomy between the nationals and expatriates will be focused on more 

extensively. 

 

                                                 
10 Ibid, 55-56. 
 
11 Ibid, 58. 
 
12 Elie Elhadj, “Abu Dhabi’s Nuclear Power Plant Folly”. Middle East Review of 
International Affairs, Vol.14, No.2, (June 2010), p. 54 
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The role of the minimality of domestic taxes in the rentier state system is 

defined quite concretely by Jonathan DiJohn. He argued that as a result of vast 

resource revenues decrease the leaders’ motive of levying domestic taxes, 

which in turn makes leaders to be less accountable to individuals and groups 

within civil society.13 The idea that there is a positive correlation between high 

level of resource revenues and low level of governmental accountability will 

be further highlighted. At this point, it would be sound to say that the analysis 

of tax system of a rentier state is an important study which should be made in 

order to see the social problems created by the rentierism itself. 

 

Quite often rentierism is mistaken with natural resource abundance. However, 

the difference between the two is put forth by Michael Herb quite concretely. 

He argues that natural resource dependency is measured as the share of 

natural resource exports as a percentage of GDP and rentierism, by contrast, 

is measured by the percentage of rents in government revenues.14 From 

Herb’s evaluation, it can be said that not all rentier states are resource 

abundant (as their rent might be in the form of ‘strategic rent’ for instance), 

and not all natural resource dependent states are rentier states (as their GDP 

might not be primarily derived from the resource rents and their economy 

might be diversified). 

                                                 
13 Jonathan DiJohn, “Mineral Resource Abundance and Violent Political Conflict: A Critical 
Assessment of the Rentier State Model”. Crisis States Programme, Working Paper Series, 
No. 1, (December 2002), p. 3 
 
14 Michael Herb, “No Representation without Taxation? Rents, Development, and 
Democracy”. Comparative Politics, Vol. 37, No.3 (April, 2005), p. 298. 
 



14 
 

 

A rather theoretical account on the concept of ‘rent’ and ‘rentierism’ was 

developed by the Fabian Socialists. They basically argued that as rent is 

derived in return of no concrete work, it enables some to live at the expense of 

others, while “a rentier is a freeloader, such as financiers, stockholders, 

absentee landlords, heir to fortune and skill...”15 In line with this definition, it 

is clear that there are not only rentier states, but there are also rentier members 

of the society. However, the mentality of these rentier members (that is, the 

lack of an economically productive motive) is the same as that of the rentier 

states. Being an heir to a fortune can be considered as an analogy of being the 

owner of prehistorically determined vast oil resources. 

 

Although there are different sorts of rents, such as strategic rents and natural 

resource rents, the debates on the rentier state usually revolve around natural 

resource rents. In this respect, the important remarks of Terry Lynn Karl, who 

is one of the outstanding scholars on the rentier state theory, mostly focus on 

oil as the basic trigger of rentierism. She compares oil with other commodities 

and argues that oil as the main commodity is quite significant because of its 

certain characteristics: 

 

“The petro-state is simply more dependent on a single commodity than any other 

state, and the exploitation of this commodity is more depletable, more capital-

                                                 
15 David M. Ricci, “Fabian Socialism: A Theory of Rent as Exploitation”. The Journal of 
British Studies, Vol.9, No. 1 (November, 1969), p. 109. 
 



15 
 

intensive, more enclave-oriented, more centralized in the state and more rent-

producing than any other –all of which bodes ominously for successful 

development.”16 

 

For the subject matter of this thesis, therefore, the characteristics and the 

products of the oil era are analyzed, as from many aspects, the oil itself is the 

major determinant of the rentier system. According to Jill Crystal, for 

instance, the significance of oil not only affects the whole state system, but it 

also impedes development. Crystal emphasizes the pessimism of dependency 

writers that as oil is dependent on market fluctuations, it would not bring 

independence and development, but rather dependency and decline.17This 

view of dependency writers is quite significant in the sense that the abundance 

of oil in a country does not only give birth to the rentier system with all its 

internal dependencies (such as the dependencies of the ruled to the rulers, as 

the rulers are the primary distributors of the wealth), but it also creates 

external dependencies, as the economies of rentier states are organically 

bonded with international money markets and oil price fluctuations. This sort 

of external dependency will be further underlined in the coming parts, with 

the explanation of the different attitudes of rentier states during boom and bust 

periods. 

 

                                                 
16 Terry Lynn Karl, “The Perils of the Petro-State: Reflections on the Paradox of Plenty”. 
Journal of International Affairs, Vol.53, No.1, (Fall 1999), p.34 
 
17 Jill Crystal, Oil and the Politics in the Gulf: Rulers and Merchants in Kuwait and Qatar 
(New York: Cambridge University Press, 1995), p. 6 
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A further important contribution to the rentier state theory was provided by 

Giacomo Luciani, through his work on allocation and production states. 

Luciani argues that the concept of ‘rentier state’ is sometimes not enough to 

define certain characteristics of oil-exporting countries. Luciani’s approach is 

primarily based on three clarifications:18 

 

a- There are other rent-like sources of revenue which accrue directly to the state 

besides oil: thus rentier states are not necessarily oil exporting states; 

b- Some important flows of income containing a rent component do not accrue 

directly to the state, in which case we should not speak of a rentier state... 

c- It is essential that the income of the state not only be in the nature of a rent, but 

also be earned abroad; if it were earned domestically the nature of the state 

would not be substantially affected. 

 

In line with what Luciani suggested, it can be said that although the concept 

of ‘rentier state’ seems like a solid phenomenon founded on strong grounds, it 

is nevertheless not monolithic. Certain exceptions, such as rentier states that 

lack oil resource abundance, put forth the need to, if not differentiate, extend 

the definition of the ‘rentier state’. Therefore, Luciani himself formulates four 

new concepts: exoteric vs. esoteric states, and allocation vs. production states. 

These concepts stand as sub-sets within the Arab state system. According to 

Luciani, exoteric states are those which are dependent on the revenue that 

comes from abroad, while esoteric states are based on domestic revenue and 

                                                 
18 Giacomo Luciani (ed.), The Arab State (London: University of California Press, 1990), p. 
70-71 
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taxation.19Rentier states are considered as exoteric states as they distribute the 

income they get from the rest of the world, to their people. Allocation and 

production states, on the other hand, are also important contributions of 

Luciani, to the Arab state system literature. Luciani defined allocation states 

as all those states whose revenue derives predominantly (more than 40 per 

cent) from oil or other foreign resources and whose expenditure is a 

substantial share of GDP.20 Based on this definition, rentier states of the Arab 

Gulf region can be considered as allocation states at the same time. Production 

states, on the other hand, are focused on economic development, domestic 

industrial sectors, and taxation as a source of domestic revenue. For the 

subject matter of this thesis, allocation states can be considered as the foci of 

the debate. 

 

Richards and Waterbury, in their prominent book, argue that the political 

economy of the Middle East has three axes, which are interlinked with each 

other; economic growth and social transformation, state structure and policy, 

and social actors.21 Even though there are a wide variety of definitions for the 

rentier state, its basic characteristics can better be understood if one looks at 

the problematic issues within these three axes. 

 

                                                 
19 Ibid, 71. 
 
20 Ibid, 72. 
 
21 Alan Richards and John Waterbury, A Political Economy of the Middle East 
(HarperCollins, 1996), p.9 
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2. 2.  Main Problems of Rentier Economies 

 

Rentier states are mostly criticized because of the presence of various 

economic problems despite vast financial resources. Rentier states on the hand 

have their own identical economic problems, such as the resource curse and 

the Dutch Disease; while on the other hand they have rather general economic 

problems, such as the lack of economic diversification.  

 

 

2. 2. 1. Dutch Disease Syndrome and the Resource Curse 

 

The Dutch Disease Syndrome or Dutch Disease in general, is one of the 

outstanding problematic areas of rentier states. It emerges basically because of 

the heavy reliance on the profitable sector, due to its vast revenues of scale, 

and it eventually leads to the lagging behind of other sectors which are more 

dependent on economically productive inputs.  

 

Scholars of the rentier state theory also focus on the Dutch Disease, quite 

extensively. For instance, Terry Lynn Karl explains this phenomenon with 

putting forth how it first emerged: 

 

“... named after the negative effects of the North Sea oil boom on industrial 

production in the Netherlands, this phenomenon occurs when resource booms cause 

real exchange rates to rise and labour and capital to migrate to the booming sector. 
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This results in higher costs and reduced competitiveness for domestically produced 

goods and services, effectively “crowding out” previously productive sectors.”22 

 

Oil acts as something beyond a mere energy source for the rentier countries. It 

literally shapes their economies and industrial patterns. Especially during 

resource booms, profitability of oil investments becomes quite significant that 

investing in non-oil sectors is seen as a dead end. The opportunity cost of 

diversifying the economy increases. Eventually, the economy gains the rentier 

characteristic, with the sole dependence on petroleum and petroleum-related 

industries. It should be noted that, not only petroleum related industries but 

also sectors that do not require real productive input, gain importance. The 

tourism sector is an example of such a sector. It does not require high quality 

labour, but rather it requires large amounts of capital and land. Therefore, it is 

prioritized by the rentier decision makers, during resource booms and revenue 

inflows.  

 

The status of local production should also be underlined, when one talks about 

the Dutch Disease. That is because, apart from the shifts in sectoral 

investments, another reflection of this syndrome is that the opportunity cost of 

relying on local production, rather than imports, also increases. The states 

prefer to import certain goods, rather than producing them locally. This 

                                                 
22 Terry Lynn Karl, “Oil-Led Development: Social, Political, and Economic Consequences”. 
Encyclopedia of Energy, Vol. 4, (2004), p. 661 
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preference also impedes economic diversification of that state. Brenda Shaffer 

highlights this problem, quite concretely: 

 

“The economic boom associated with oil and gas exports also often raise the value 

of the local currency, rendering locally produced products expensive, increasing 

imports, and decreasing exports of goods produced by the non-oil sectors.”23 

 

Hence, it should be noted that the dependence on resource booms does not 

only affect the sectoral patterns, but it also inhibits the strength of local non-

oil productions. 

 

According to some scholars, Dutch Disease can sometimes be in the form of 

political. Ricky Lam and Leonard Wantchekon make a sound analysis of the 

political Dutch Disease by arguing that besides its role in the re-distribution of 

economic investments, it also triggers the re-distribution of political power: 

 

“In contrast with the literature, we consider rent-seeking not only as an 

occupational choice that affects income distribution and growth rate, but also a 

political choice that affects the nature of political regimes. ... an abundance of 

natural resource revenues allows the elite to considerably increase spending on 

                                                 
23 Brenda Shaffer, Energy Politics (Philadelphia: University of Pennysylvania Press, 2009), 
p.20 
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patronage. As a result, the populace is likely to find rent-seeking more efficient than 

political unrest as a way to include redistribution.”24 

 

Although the Dutch Disease Syndrome is primarily considered as an 

economic phenomenon, it can as well have political implications. This can be 

seen as one of the reasons why the rentier state theory is not only based on the 

presence of a rentier economy, but also the reflection of this rentier economy 

on the political realm. The “political Dutch Disease” can also be defined as, 

unlike acting according to the reciprocity of domestic taxation, it disables 

reciprocal governmental obligations as it is based on unearned income.25 

Either way, the absence of domestic taxation and the over-reliance on oil 

resources creates both economic and social predicaments. 

 

While impeding economic diversification in the general sense, the Dutch 

Disease also impedes export diversification in particular. Hossein Askari 

argues that as the Dutch Disease is connotated with the undesirable 

appreciation of exchange rates, it hinders the diversification of the export 

base, as the price of non-tradeables increase as the oil revenues increase.26 

                                                 
24 Ricky Lam and Leonard Wantchekon, Political Dutch Disease, 
http://www.nyu.edu/gsas/dept/politics/faculty/wantchekon/research/dutch.pdf (accessed on 
March,1, 2011), p.4 
 
25 Jonathan DiJohn, “Mineral Resource Abundance and Violent Political Conflict: A Critical 
Assessment of the Rentier State Model”. Crisis States Programme, Working Paper Series, 
No. 1, (December 2002), p. 1 
 
26 Hossein Askari, Middle East Oil Exporters: What Happened to Economic Development? 
(Cheltenham: Edward Elgar Publishing, 2006), p.17 
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Therefore, the rentier decision makers get cold feet about widening the scale 

of their exports, and they prefer to focus on the import of these goods. 

 

Apart from the debate on Dutch Disease, it has been often debated whether oil 

acts as a blessing or a curse; that is, whether oil further supports economic 

development or it hinders it via certain obstacles. When the rentier state 

literature is analyzed, it is seen that the arguments against oil as a blessing, 

outnumber those which advocate otherwise. These debates are usually focused 

on the common theme of economic development.  

 

In her prominent book, Terry Lynn Karl defines oil-led development as an 

overwhelming dependence on revenues from the export (and not the internal 

consumption) of petroleum, as measured by the ratio of oil and gas to gross 

domestic product, total exports, and the contribution to central government 

revenues.27 These overwhelming petroleum revenues act as a catalyst for any 

sort of governmental expenditure, and sometimes even acting as a tool of 

buying-off of political power.  Karl argues that, although it was expected that 

oil would bring high levels of economic development, the reality was 

otherwise. She argues that oil-led development caused slower than expected 

growth, lack of economic diversification, poor social welfare indicators, high 

levels of poverty, inequality and unemployment, as well as 

                                                 
27 Terry Lynn Karl, “Oil-Led Development: Social, Political, and Economic Consequences”. 
Encyclopedia of Energy, Vol. 4, (2004), p. 661 
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corruption.28Therefore, the over-reliance on oil revenues acted as a resource 

curse in a way. On the on hand, there were vast resource revenues, on the 

other hand, these resources could not help facilitate an effective, efficient, and 

sustainable development process.  

 

An important factor which further supports this resource curse thesis is the 

character of the rentier states’ currencies. As their currencies are usually 

overvalued and market wages do not match the real cost of labour (often 

exceeding the real cost), imports thus become attractive and import 

substitution hazardous.29 Eventually, importing what is aggregately needed, 

rather than producing it, becomes more profitable.  

 

Ross defines the resource curse simply as persistently slow growth.30 It is also 

underlined by Ross, that as the governments play a key role in the resource 

sectors of most developing countries31 certain political explanations for the 

resource curse phenomenon should be highlighted; the first is the cognitive 

approach (windfalls produce myopic disorders among policymakers), second 

is the societal approach (windfalls empower social groups, that favour 

                                                 
28 Ibid, 661. 
 
29 Hussein Mahdavy, The Patterns and Problems of Economic Development in Rentier States: 
the Case of Iran. www-personal.umich.edu/~twod/oil-s2010/rents/Mahdavy.pdf accessed on 
March, 3, 2011, p.436. 
 
30 Michael L. Ross, “The Political Economy of the Resource Curse”. World Politics, Vol.51, 
(January 1999), p.307 
 
31 Ibid, 307. 
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growth-impeding fiscal or trade policies), and thirdly, the statist approach 

(windfalls can weaken state institutions that are necessary to foster long-term 

economic development)32. Hence, the resource curse can be seen as a complex 

process during which policymakers, social groups, and state institutions play 

key roles. In other words, the resource curse embodies the totality of the state. 

Ross also underlines the fact that (as of 1999) 27 of the 36 states in the World 

Bank’s category of severely indebted low-income countries are resource 

exporters.33 This can be considered as just another reflection of the resource 

abundance on the overall economic conditions of a country. 

 

Dutch Disease and the resource curse also affect the employment patterns of 

the state. Jeffrey D. Sachs and Andrew M. Warner’s significant article 

emphasizes this point by contrasting the labour characteristics of resource 

abundant countries with that of resource poor ones: 

 

“In a resource-poor economy, by contrast, workers will move into manufactures, 

and will have the incentive to invest in education, since higher-skilled manufacturing 

workers earn a premium over uneducated workers. The education process will 

produce not only skilled workers, but also more skilled teachers in the newxt 

generation. This in turn will lead to yet greater skills in the school graduates of the 

following generation. It is easy to see that a virtuous circle of endogenous growth 

                                                 
32 Ibid, 308. 
 
33 Ibid, 322. 
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can result, in which each generation chooses to become educated, and each thereby 

reaches a higher level of skills than the preceding generation.”34 

 

One of the main problematic aspects of the resource curse can be considered 

as the decrease in the skill level of the human capital. The motives for 

competition and aiming higher in the professional life vanishes, due to the 

weakness of non-oil industries. Oil industries, on the other hand, do not 

require genuine human potential, as the rentier states bring necessary 

intellectual and technological capital from abroad. The role of expatriate 

engineers in these rentier states is quite significant in that sense. 

 

The resource curse and the Dutch Disease have multilateral problems, from 

the inefficiency of oil-dominated industrial patterns to the consolidation of a 

low-quality human capital. It must be underlined that such a multilateral web 

of political economic problems would require holistic and comprehensive 

solution efforts. 

 

As stated before the criticisms of the resource curse thesis outnumber the 

arguments supporting it. I would like to give one significant example. Dr. 

Majid Al-Moneef, who is the governor of Saudi Arabia to the OPEC, states 

that:  

 

                                                 
34 Jeffrey D. Sachs and Andrew M. Warner, “Natural Resource Abundance and Economic 
Growth”. Center for International Development and Harvard Institute for International 
Development, November 1997, p.8 
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“the “resource curse” model may not be an appropriate tool for describing the 

growth patterns of OPEC or Arab economies, since it is based on assumptions of full 

employment of resources, external balance, wage/price flexibility and immobility of 

production factors across borders, assumptions that do not necessarily hold true for 

OPEC or Arab economies, where state ownership of oil resources gives the state an 

important role in sectoral supply and prices.”35 

 

Clearly, Dr. Al Moneef does not see a hint of resource curse in the OPEC or 

Arab economies. His main idea that the resource curse is based on mere 

assumptions  is open to debate, because even if the Arab OPEC country 

examples are put aside, there are many resource curse examples in various 

parts of the world. Terry Lynn Karl’s studies on Venezuela36 and Leonard 

Wantchekon’s analysis of Nigeria37 are two important cases of non-Arab 

resource curse sufferer countries. What is more important about Dr. Al 

Moneef’s analysis is that what is considered as a problematic area by most of 

the resource curse scholars, is considered as an opportunity by him. For 

instance, he underlines that the oil contributes to the economy via fiscal 

linkages (the allocation of oil revenues through government expenditure to 

competing needs), forward linkages (the actual physical output from the 

                                                 
35 Majid Al Moneef, “The Contribution of Oil Sectorto Arab Economic Development”. Paper 
presented at the High-level Roundtable “Partnership for Arab Development: A Window of 
Opportunity” held at OFID on May 5, 2006. OFID Pamphlet Series 34. Vienna, Austria, 
September 2006 
 
36 Terry Lynn Karl, The Paradox of Plenty: Oil Booms and Petro-States (Los Angeles: 
University of California Press, 1997) 
 
37 Leonard Wantchekon, “Why Do Resource Dependent Countries Have Authoritarian 
Governments?” www.yale.edu/leitner/resources/docs/1999-11.pdf 
 



27 
 

petroleum sector which feeds into the rest of the economy), backward 

linkages (inputs of goods and services provided to the petroleum sector by 

local resources) , consumption linkages (the impact of oil income expenditure 

on the national economy), and socio-political linkages (the impact of oil 

wealth on the political system and the spill-over effects on the economy).38In 

that sense, the petroleum sector is seen as a blessing, rather than a curse. 

However, it should be noted that, Dr. Al-Moneef’s primary emphasis is on the 

economics, most probably due to his profession. The social and political 

aspects must be attributed equal amount of importance. 

 

Another criticism of the mainstream argument against the resource curse 

thesis is put forth by Gwen Okruhlik. She underlines three points about the 

theoretical validity of the rentier state related phenomena: firstly, the concepts 

of loyalty and dissent under the framework of the boom period (1973-1986) 

cannot be generalized so as to reflect today’s conditions; secondly, the rentier 

mentalities, biases, and behavioural correlates do not match rent, behaviour, 

and political reality (that is, the theory do not correspond with the practise); 

thirdly, the concepts of extraction, intrusion, and penetration must be 

redefined, and especially extraction should not be confined to taxation, for 

                                                 
38 Majid Al Moneef, “The Contribution of Oil Sector to Arab Economic Development”. Paper 
presented at the High-level Roundtable “Partnership for Arab Development: A Window of 
Opportunity” held at OFID on May 5, 2006. OFID Pamphlet Series 34. Vienna, Austria, 
September 2006. p.17-20 
 



28 
 

instance.39 Hence, the rentier state theory and its related problems cannot be 

taken as a monolithic and static entity. 

 

2. 2. 2. Lack of Economic Diversification 

 

The lack of economic diversification is more or less related with the nature of 

the resource curse. Due to the nature of oil booms, rentier states tend to rely 

on oil-industries, thereby neglecting non-oil industries, especially not caring 

about the manufacturing sectors any more, as importing what is aggregately 

needed is opted as a more profitable option. The most outstanding result of all 

these is the lack of economic diversification.  

 

Hossein Askari argues that ever since the mid-1970s, during when a sharp 

increase in oil prices occurred, GDP growth rates of Middle East oil exporters 

have been quite high. The reasons behind this are higher oil revenues and 

government expenditures which are financed by oil revenues.40He underlines 

the fact that although vast oil revenues have been present in the past four 

decades, these oil exporters did not support this wealth with a concrete and 

sound structural reform.41A structural reform which was directed from within 

these states (not dictated by international institutions like IMF or World 

                                                 
39 Gwen Okruhlik, “Rentier Wealth, Unruly Law, and the Rise of Opposition”. Comparative 
Politics, Vol.31, No.3, (April 1999), p. 308 
 
40 Askari, p.85. 
 
41 Ibid, 85. 
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Bank), would be of significant importance because the oil-abundance related 

economic problems are multifaceted, and was related with all segments of the 

society.  

 

Economic diversification is considered as a vital part of sustainable 

development by Richard M. Auty. Auty argues that sustainable development 

therefore requires that mineral economies should adopt safeguards to ensure 

that future generations are not disadvantaged by the present generation’s 

depletion of the mineral asset.42Hence, economic diversification is not a 

profitable option, but rather a necessity. Auty also underlines that the mineral 

sector should not function as the backbone of the economy, but as the 

promoter of the structural change.43When we consider how the rentier states 

of Arab Gulf region use the resource sector, it can be said that they have a 

long way to go. The primary mindset about the diversification of the rentier 

economies should therefore be based on the notion of sustainable 

development, first and foremost. 

 

One of the most significant obstacles to economic diversification which is put 

forth by resource abundance is the weakening of local industries. Jill Crystal 

emphasizes the point that the main reason for the decline of the indigenous 

industries was the removal of the economic incentive to revive these 

                                                 
42 Richard M. Auty, Sustaining Development in Mineral Economies: The Resource Curse 
Thesis (New York: Routledge, 1993), p. 176 
 
43 Ibid, 198. 
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industries, which eventually impeded local industrialization.44 She gives the 

example of the crashing of the pearling industry, which was quite dominant in 

the Arab Gulf economies before the coming of age of the oil industry. More 

important was the political will of the merchants to do non-oil business. This 

was also blocked when the rulers established new links with ‘clients’ in order 

to strengthen the economic ties, thereby securing their economic interests. 

Crystal explains this as a consequence of an oil dominated economy, where 

the merchants were no longer united by a common tie to the production 

process.45 The rentier rulers’ preferential treatment of certain merchants, 

while others who focus on non-oil productions, can be considered as a 

significant systemic obstacle in front of a sound economic diversification. 

 

There seems to be a vicious circle, some sort of a dead end, when one looks at 

the link between the rising energy demand and economic diversification. One 

of the founding fathers of the rentier state literature, Giacomo Luciani and 

Steffen Hertog argue that the process of economic diversification and the 

concentration on energy-intensive industries, together make up the 

industrialization process, which affects the rapid growth in energy demand.46 

It is ironic to see that on the one hand, the rising energy demand further 
                                                 
44 Jill Crystal, Oil and the Politics in the Gulf: Rulers and Merchants in Kuwait and Qatar 
(New York: Cambridge University Press, 1995), p. 11 
 
45 Ibid, 7. 
 
46 Steffen Hertog and Giacomo Luciani, “Energy and Sustainability Policies in the Gulf 
Cooperation Council”. Kuwait Programme on Development, Governance and Globalization 
in the Gulf States, The Centre for the Study of Global Governance, November 2009, Number 
6. P. 3-6 
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consolidates the importance and, indirectly, the dominance of the oil industry; 

on the other hand, the rapid growth in energy demand, indirectly, depends on 

economic diversification, which is curbed by the dominance of the oil 

paradigm. This irony partly forms the basis of the subject matter of this thesis; 

that is, hypothetically, when the energy demand is not only fed solely by the 

oil paradigm and that renewable energy solutions started to be opted as a 

viable alternative for this energy demand, the negative effects of the oil 

paradigm on the prospects of economic diversification can be prevented. 

 

Similar to the arguments of Giacomo Luciani and Steffen Hertog, Marcus 

Noland and Howard Pack underline the idea that as the level of economic 

diversification increases, the presence of oil complicates exchange rate 

management.47 This may also look like another irony, as economic 

diversification is hypothetically expected as a remedy for the negative effects 

of oil windfalls. However, Noland and Pack also state that even in the worst 

decades, much of the bad international performance was concentrated in the 

oil producers, and the more diversified economies often performed similar to 

Latin America and typically better than Africa.48 Hence, even though 

economic diversification leads to a more complicated system of exchange rate 

management, it also acts as a shield during global oil price windfalls. 

 

                                                 
47 Marcus Noland and Howard Pack, The Arab Economies in a Changing World (Washington 
DC: Peterson Institute for International Economics, 2007), p. 28 
 
48 Ibid, 48. 
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The lack of economic diversification is considered as one of the primary 

problems of rentier economies. It can be said that as the rentier economies get 

more economically diversified, they can also have more room of manoeuvre 

in the face of the hardships of oil paradigm. 

 

2. 2. 3. Lack or Absence of Taxation 

 

The taxation problem can be considered as the most direct result of the rentier 

state system. As the amount of natural resource revenues increase, the states 

lose the political economic motives to tax their citizens. On the contrary, they 

prefer the distribution of these revenues, instead of extracting domestic taxes. 

Therefore, it can be said that the rentier states lack extractive capacities, by 

default. The overall situation in rentier economies is probably best explained 

by the analogy of Giacomo Luciani, with respect to the tax system. He draws 

the attention to a really critical point: 

 

“The taxation function is thus reversed in the oil state: instead of the usual situation, 

where the state taxes the citizen in return for services, here the citizen taxes the 

state- by acquiring a government payment- in return for staying quiet, for not 

invoking tribal rivalries and for not challenging the ruling family’s position.”49 

 

 

                                                 
49 Giacomo Luciani (ed.), The Arab State (London: University of California Press, 1990), p. 
144 
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The essentiality of taxation is basically linked to the concept of representation. 

In the case of rentier states, however, there appears to be “no representation, 

no taxation” or “less representation, less taxation” to be optimistic. Hazem 

Beblawi and Giacomo Luciani emphasize the significance of the weakness of 

the taxation system quite extensively. They take the development of a modern 

fiscal system and a growing reliance on direct taxes are vital for an effective 

and efficient economic development.50It can be said that the establishment of 

a strong direct taxation system would eventually help the consolidation of the 

modern fiscal system itself. Therefore, the initial step for an escape from the 

rentier state syndrome can be seen as the embracing of nationwide direct 

taxation. Beblawi and Luciani also underline that, in the absence of taxation, 

the Arab countries opted for methods of imposition for fostering economic 

development,51which caused policies that might not actually reflect the 

collective political will. This is just another result of the “no taxation, no 

representation” motto. The effect of taxation on foreign trade is also 

emphasized: 

 

“... although taxation on foreign trade is commonly justified by the need to protect 

infant domestic industrial activity, it also plays an important role in replenishing the 

coffers of the state, and the latter commonly becomes the prevailing preoccupation 

of the government, again leading to distortions and inefficiencies. At the same time, 

the lack of an efficient taxation system combined with the relative underdevelopment 

                                                 
50 Hazem Beblawi and Giacomo Luciani (ed.). The Rentier State (New York: Croom Helm, 
1987), p. 9 
 
51 Ibid, 9. 
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of the financial system practically implies that printing money is the only instrument 

available to fund the deficits in the government budget.”52 

 

Hence, the taxation system is important for the protection of domestic 

industries and the prevention of government deficits. When the lack of 

economic diversification is considered, along with the exceptional weakness 

of the domestic manufacturing industries, it can be said that the absence of an 

effective taxation system indirectly leads to the lack of economic 

diversification as there is not any systematic mechanism for the protection of 

the domestic manufacturing industries, even if there are any such industries. 

As one gets into more detail about the economic problems of rentier states, it 

becomes clearer that there exists causal links among these problems. 

Therefore, the solution of one problem would inevitably help the solution of 

another. 

 

Beblawi and Luciani also highlights that it is more difficult for a rentier state 

to pursue a fiscal reform in the light of the establishment of a strong taxation 

system, when nothing like that takes place in neighbouring countries, with 

which it is tied with numerous economic ties.53Two conclusions can be 

derived from this emphasis. First, any state-level fiscal reform would require a 

regional motivational support, if not action at the beginning; second, rentier 

                                                 
52 Ibid, 9-10. 
 
53 Ibid, 19. 
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attitudes and behaviours tend to act like regional epidemics. Nevertheless, it 

cannot be suggested that it would be unfruitful for a single rentier state, in a 

region which is dominated by numerous rentier states, to adopt fiscal reforms 

and decide to embrace effective taxation. If rentier behaviours are contagious, 

then their cures might as well easily spread across the borders.  

 

There are virtually no taxes in the rentier states of Gulf Cooperation Council. 

There are certain reasons for an immediate adoption of a taxation system. 

Some of these are the prospects for a decrease in or disappearance of oil and 

gas revenues, and an increase in the public expenditure with respect to an 

increase in the GDP.54 When we consider the fact that oil and gas resources 

are depletable, the establishment of a taxation system would eliminate the 

burden on resource revenues. Also, the steady increases in the populations of 

the rentier states would eventually require alternative financial sources. In the 

light of these, a sound taxation system  would be inevitable in the future. 

Hence, the Gulf Cooperation Council made a proposal for Value Added Tax 

by the year 2012, starting at a comprehensive base with a single rate of 5%.55 

The Council saw VAT as a fiscal instrument for a better fiscal management, 

to offset revenue loss from decrease in customs, for revenue stability during 

periods of fluctuating oil prices, to offset revenue loss from depleting oil 

                                                 
54 Tarek Ghalwash, “VAT in GCC: Facts and Lessons”. 
www.oecd.org/dataoecd/54/37/45573808.pdf accessed on March, 13, 2011, p.15 
 
55 Ibid, 24. 
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reserves.56 Significant progress is being made by Gulf Cooperation Council 

(GCC) states, as Bahrain is already set for implementation, for instance.57 

When we consider that such drastic policy changes spread easily in the 

regional context if they show their prosperous gains, one can be optimistic 

about the future of the VAT proposal of GCC. If such a regional taxation 

initiative becomes successful both in the short run and the long run, this could 

be considered as a concrete challenge to the understanding that rentierism is 

an organic characteristic of the Arab Gulf region. 

 

2. 3. Politics of Rentier States 

 

Rentier states’ politics is probably the most encompassing realm, when 

compared to the economic and social realms. Natural resource rentierism is 

felt in all aspects of the politics. Terry Lynn Karl argues that the reason for a 

state to be overextended, over-centralized, and focused on special interests is 

the functioning of oil revenues as the primary catalyst.58Indeed in the rentier 

states, the state interests themselves are centred around the production and 

exportation of oil and gas resources, and their distribution.  

 

                                                 
56 Ibid, 24. 
 
57 “Egypt vs. GCC VAT Proposals”, www.oecd.org/dataoecd/54/14/45573725.pdf accessed 
on March 13 2011 
58 Terry Lynn Karl, “Oil-Led Development: Social, Political, and Economic Consequences”. 
Encyclopedia of Energy, Vol. 4, (2004), p. 667 
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As the oil rent creates its own institutional mechanisms and has its own loyal 

actors, it argued by many scholars that rentier states have more durable and 

resistance-prone regimes. Benjamin Smith, for instance, puts forth the idea 

that oil wealth is not only correlated with more durable regimes, but also 

weaker prospects for protest and civil war.59 The overall problems of the 

political life of rentier states can be analyzed from the aspects of two 

concepts: authoritarianism and democracy deficit. 

 

2. 3. 1. Inclination towards Authoritarianism 

 

Authoritarianism, in general, is seen as a ripe phenomenon that is associated 

with the Middle East at large. The Middle Eastern monarchies are said to 

share the same authoritarian characteristics. Be they are rentier, semi-rentier, 

or non-rentier, they have the following attributes: a personalistic and central 

ruler (the monarch), a controlled and limited degree of pluralism, politically 

passive or ‘client’ populations, unchecked power granted to the monarch by 

the constitution, and the morale based on anti-colonial leadership, religious 

prestige, or traditional privilege.60In rentier states, to be more specific, this 

scheme of characteristics is constructed by the reliance on the centrality of 

natural resource revenues. According to Lucas, the importance of the rentier 

                                                 
59 Benjamin Smith, “Oil Wealth and Regime Survival in the Developing World, 1960-1999”. 
American Journal of Political Science, Vol. 48, No.2, (April, 2004), p.232 
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state theory as a political argument is associated with the lack of democracy 

and the prevalence of authoritarianism.61 This framework of authoritarianism-

related characteristics also provides regime durability.   

 

The Gulf Cooperation Council member states compose a special subset of 

Arab authoritarianism, according to Andrew Rathmell and Kirsten Schulze. 

They suggest that the oil revenues enable them to implement a policy of 

dimuqratiyyat al-khubz (democracy of bread); thereby offering material 

largesse in return for loyalty and non-participation.62 In that sense, the 

buying off of the loyalty is quite an important element of the rentier states of 

the Arab Gulf region. Following the idea that the sub-region of Arab Gulf is 

associated with authoritarianism, it can be said that while authoritarianism is a 

specific concept, the lack or absence of democracy can be found anywhere. In 

another words, authoritarianism itself can be considered as a subset of non-

democracy. Some scholars underline this point as well. According to 

Brownlee, for example, authoritarianism may dominate some regions entirely 

(the Middle East and Central Asia), while touching others more unevenly 

(Africa, South and East Asia), but non-democratic rule can be found in most 

parts of the world.63 Hence, although it is focused on as a separate concept in 
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this thesis, it is an organic part of the democracy deficit. However, for the 

subject matter of rentier states, it is considered by many, as a crucial element 

of rentier political realm. 

 

A comprehensive account on the rentier politics is out forth by Gwenn 

Ohruhlik, who focuses on the significance of the political realm of rentier 

states, with respect to the issue of protectionism: 

 

“The importance of the political must be asserted. For example, the so-called 

rentier mentalities, biases, and behavioural correlates do not link rent, behaviour, 

and political reality. Private investors are not anti-productive and speculation-

oriented simply because profits accumulate more quickly in nonindustrial activities. 

Rather, investors do not have access to accurate demographic information on which 

to base long-term decisions. There is no predictability in the behaviour of some 

princes, no recourse for stolen proposals, no framework for development, and no 

assurance that investors will maintain control over their investments. These 

conditions are not attributable to rent per se, but rather to uncertainty in the 

investment environment which largely reflects the personal nature of the state.”64 

 

The protectionist tendencies in rentier states, affect non-political realms, 

independent from the resource revenues. Although some scholars argue that, 

all of the problems associated with rentier states are rent-oriented, rather 

political behaviours which are authoritarianism-oriented may affect many 
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things as well. Hence, the personal nature of the state, as Okruhlik puts it, 

becomes a sui generis entity in time, independent of the rentier structure. 

Therefore a consolidated framework of authoritarianism is important because, 

it leads to certain problems, which may not be indirectly related to rentierism.  

What is more, even though ‘authoritarianism’ is considered as a political 

phenomenon by most scholars, it can also be regarded as an economic 

phenomenon, considering its hindrances.  

 

Authoritarianism, in Jill Crystal’s words, is more than just the absence of 

democracy, it is very much its own presence of police, jails, fear.65 It should 

be treated as a separate entity, independent of the democracy deficit. It is true 

for the rentier states of Arab Gulf region that, their rulers pursue centralist, 

protectionist, monopolistic, and personalistic policies; however, they do not 

necessarily have to be directly related with rentier state structure.  

 

2. 3. 2. Democracy Deficit: No Representation, No Taxation 

 

Unlike persistent authoritarianism, it can be argued that democracy deficit is 

more organically related with rentierism. That is because, its primary reason is 

the state’s over-reliance on resource revenues for government expenditures. 

As stated in previous parts, as a result of its distributive role, the state 
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becomes the one and only patron, while the people become its clients. This 

patron-client relationship is facilitated through a variety of networks. 

 

Terry Lynn Karl explains the prevention of democratization as an outcome of 

two rentierism-related processes. The first is based on the way the state 

collects the revenues and the way the state spends these revenues. 

Accordingly, the absence of direct taxation make the rentier states detached 

from and unaccountable to the general population; and the extensive 

expenditure on patronage are these two decisive factors.66 These two rentier 

characteristics affect the decision making and governance of these states in 

very significant ways. The first and foremost of these ways is that the 

reflection of the collective will on political choices of the state is little or 

none. This, eventually, makes the decision making process quite a 

monopolistic duty of the ruler. 

 

While, there exists a consensus on the reasons of the democracy deficit in the 

rentier state literature, current steps that are taken for improving democratic 

standards are not adequate enough for a required systemic change. The overall 

democracy record of the Arab Gulf countries pose question marks for the 

future of democracy building and democracy consolidation in the region. 

There has been minor political reform in these states, like the establishment of 

representative assemblies in Oman, Qatar, and the UAE, however these 
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reforms were not efficient and effective enough to change the political 

system.67Yet, there are still concrete deficiencies, such as although Kuwait’s 

democracy record elevated in the past few years, being the most improved 

record in the Arab Gulf region, it still cannot curb the emir’s executive 

power.68Therefore, the path to democratization is a slippery road, which needs 

drastic reforms in order to be able to cope with these concrete deficiencies.  

 

Even though the democratization itself is some sort of an unfamiliar process 

for most of the authoritarian and undemocratic regimes of the Arab Gulf 

region, it still has a sui generis character, differentiating it from other 

democratization processes in other parts of the world. Bahgat Korany argues 

that although there exists a democratization process in these Arab states, it has 

the following attributes: 

  

“The process in the Arab world presents on the whole altogether different 

characteristics: 

- The present process is not yet political democracy, nor even polyarchy, but at 

best a limited and shy process of organizational political pluralism 

(ta’addudiyya) 

- This ta’addudiyya is a regime response to crises- political and economic. 
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- As a result, the whole democratization process is defensive, truncated, and 

tactical. 

- It can easily break down (i.e., it is neither linear nor irreversible)”69 

 

The prospects for the establishment of an efficient democracy framework in 

the oil-rich rentier states do not seem 100% bright, at least for the near future. 

Although there seems to be an organic link among rentierism, 

authoritarianism, and democracy deficit, Michael Herb argues that oil wealth 

should not provide an excuse to dismiss the possibility of democracy in the 

Middle East or a reason to avoid looking closely at the regional factors that 

can better explain its persistent authoritarianism.70The dominance of oil 

and/or natural resource revenues in the state budget, therefore is not a reason 

to delay or neglect democratization. On the contrary, they and their negative 

impediments should act as triggers of political and economic reform for the 

sake of democratic, pluralistic, and certainly non-authoritarian future 

generations. Today, the democracy deficit itself, stands as a very important 

problem of the Middle Eastern states at large, waiting to be solved. 
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2. 3. 3. Socio-Economic Predicaments of Rentier State Societies 

 

Rentier states suffer from social problems as well. Just like economic and 

political problems, the core reason for these social predicaments is the over-

reliance on natural resource abundance. Following up on the insufficiency 

and/or absence of economic diversification, the overtly dominant oil sector 

impedes the nationals’ motives for professional upbringings for various 

industries, thereby curbing the initiatives for increasing the overall level of 

education. The most direct result of this is the dominance of the expatriate 

labour force in these rentier states.  

 

Equally important is the –almost- absence of an active civil society, through 

which popular demands on various issues find voice. Rentier states can be 

considered as notorious for being ignorant towards a wide spectrum of social 

expectations, while they struggle to consolidate their monopoly over all 

realms of the state, via their single most operative weapon, the distribution of 

resource wealth. 

 

One of the outstanding problems of the social sphere in the Middle East is the 

weakness of the civil society. This is directly correlated with the lack of 

representation in the rentier governance networks. Gerd Nonneman argues 

that economic liberalization is a pivotal factor in the challenging of the 

corporatist structure of rentier states, in which state affairs are facilitated more 
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or less in the form of patron-client relations. He underlines the idea that 

economic liberalization causes horizontal stratification, instead of a vertically 

stratified interest group articulation, eventually leading to the political 

structures of corporatism.71 Therefore, a structure in which all interest groups 

find their voice, would be possible with the facilitative means of economic 

liberalization. Apart from the links with economic liberalization, the major 

reason for unions not to be able to develop, for instance, is the small number 

of hands employed in the oil business which literally erode the possibility of 

their emergence.72  

 

However, some scholars draw the attention to another point, which is related 

to the question of whether civil society organizations really lead to the 

diminishing of authoritarianism. Sean Y. Lom of Harvard University suggests 

that ever since the early 1990s, civil society did not result the triggering of the 

emergence of democratic institutions in Arab states.73Therefore, he rejects the 

presumed positive correlation between the civil society and democratization. 

He goes on to suggest that although the total number of civil society 

organizations increased drastically since the 1990s (except for Sudan), 

individual civil society organizations could not succeed in mobilizing large 
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number of supporters.74 Therefore, civil society is not regarded as an effective 

role player in the transformation of the society in the Middle East, at large. On 

the other hand, Yom does not underestimate the ‘rent’ factor, which causes 

concrete changes in the sectoral structure. He states that rents have 

encouraged bloated, inefficient public sectors that resist economic openness 

and channel massive amounts of patronage to political and business clients, 

dampening private sector performance and encouraging the growth of the 

informal sector.75All these changes shape the socio-economic dynamics of the 

rentier states. Especially the inefficiency of the public sector is mostly 

associated with the insufficiency of the national labour force in rentier states.  

 

The number of foreign citizens living in rentier states is usually very high. Be 

they construction workers, or high profile civil engineers, the expatriates 

make up of large segments of the population. Terry Lynn Karl highlights this 

issue by giving the example of Saudi Arabia: 

 

“Most of the oil-exporting countries in the Gulf region, for example, have more 

foreign than citizen residents! Somewhere between 50 and 90% of private sector 

workers in the Gulf are foreigners. There are 6 million foreigners among Saudi 

Arabia’s 18 million residents, and foreigners are 98% of manufacturing workers, 

97% of construction workers, 93% of the service sector.”76 
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Not only the numbers, but the divergence between the salaries is striking. 

Accordingly, immigrants are paid less, where an unskilled Saudi youth is paid 

SR2500, while a skilled foreigner is paid SR500- SR1000.77 This divergence 

in salaries can be interpreted as a compensation effort for the insufficient 

national labour force, which, otherwise, would be relatively disadvantaged 

with respect to the dominance of expatriates in the economic life.  

 

The reason for this problematic can hypothetically be the lack of a collective 

motive for the bringing up of national technocrats, who will take part in the 

innovative and knowledge-based professional positions, as vast economic 

revenues flow through natural resources anyways. For the case of UAE, for 

instance, Christopher Davidson advocates that with all the various kafil 

sponsorship systems, soft loans, and public sector employment opoortunities, 

nationals have lacked the motivation to enter into competitive job 

markets.78The prosperous resource wealth, in general, removes the prospects 

for the betterment of the national human capital. 

 

The dominance of expatriate labour is mostly associated with the rentier states 

of the Gulf Cooperation Council. Steffen Hertog and Giacomo Luciani argue 
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that it is these states’ fault that expatriate labour force could that much took 

control of the productive sectors: 

 

“Rather than aiming at total self reliance or technological independence early on, 

the GCC countries have banked on joint ventures, foreign direct investment and 

massive reliance on expatriate labour at all levels of skill to facilitate the absorption 

and implementation of technical know-how and managerial best practices.”79 

 

In time, this habitual dependence on expatriate labour, paved the way to the 

eventual dependence on foreigners as the agents of technologic developments 

in these countries. However, in recent years, there seems to be the reversal of 

the brain drain in the Middle East at large, with the turning back of the 

Western-educated and/or Western-experienced Arab professionals.80 

Hopefully, with the national initiatives as well (like the Masdar Institute of 

UAE), the predicament of expatriate domination can be resolved.  
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CHAPTER 3 

THE UAE: AN UNCONVENTIONAL RENTIER STATE 

 

Having seen the various trademarks of the rentier states, this chapter will 

focus on the UAE. In many ways, the UAE started to be differentiated from 

its rentier neighbours in the Arab Gulf region. The major facilitator of this 

differentiation and transformation is the adoption of a renewable energy 

paradigm, which gradually reduces and will continue to reduce the reliance on 

oil revenues. Although it seems like an incremental policy measure, its effects 

spread over non-energy related realms, bringing value added advantages in 

many ways. Before shedding light the renewable energy paradigm and its 

implications in the UAE, it would be helpful to see the basics of the historical 

background, demographics, politics and policy making, economy, and society 

of it.  

 

3. 1. Main Characteristics of the UAE 

 

In this part, it will be first focused on the historical background of the UAE, 

because, having gained its independence as recent as 1971, the discovery of 

oil resources, the concession grants given to foreigners for their exploration, 

and their exportation shaped the personality of the state as fast as a 20-year 

period. 
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3. 1. 1. Historical Background of the UAE 

 

Before going into further detail on the emergence of the UAE as an 

independent entity, it would be enlightening first to understand the scope of 

the British presence in the Gulf region. To begin with, it could be said that the 

British imperial activity in the Gulf, during the pre-oil period was based on 

the aim of securing the imperial route to India. Hence, in order to safeguard 

the trade with India, for the British, ensuring maritime security in the Gulf 

was a priority.81 In that regard, the General Treaty of 1820 and the following 

treaties in the FOLLOWİNG years (like the Perpetual Maritime Truce of 

1853) established the Pax-Britannica in the Gulf and allied the group of states 

which were termed as ‘Trucial States’ with Britain.82 Today’s UAE’s seven 

emirates were together titled as the ‘Trucial Coast’. From then on, the 

maritime security of the Trucial States (Abu Dhabi, Dubai, Ajman, Sharjah, 

Umm Al-Qaiwain, Ras Al-Khaimah, Dibba, Hamriyah, Fujairah, Kalba, 

Heera) had been safeguarded by the British, until its withdrawal in 1971.  

 

Although British considerations in the region were largely based on security 

aspirations concerning colonial routes, after the discovery of oil in major Gulf 
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cities83, its perspective towards the region changed towards a rather economic 

stance and that could precisely be the reason why the British stayed in the 

Gulf, even after they withdrew from India in 1947.84 What followed was the 

set of oil concession agreements. These concessions were given by the rulers 

of Trucial States to foreign companies for exploration purposes. British 

Empire supervised this process under the auspices of the Persian Gulf 

Residency.  

 

As these Trucial States were under British protection, the party which was 

directly responsible for the carrying out of the agreements on who would 

extract the newly discovered oil was obviously Britain. One of the key 

influential figures of this period was William Knox D’arcy. He was a British 

mining entrepreneur who stepped into the oil framework of the Gulf in 1900, 

when a former British minister to Teheran asked him to invest in the oil 

exploration activities of Persia and although his and others’ early efforts of 

exploration could not prove fruitful results, in 1908 Burmah Oil discovered 

the largest oilfield in Teheran and led to the formation of the prominent 

Anglo-Iranian Oil in 1909 to which D’arcy was appointed as a board 

member.85 The establishment of Anglo-Iranian Oil Company was significant 
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in the sense that it materialized the first concrete British presence in the 

political economy of oil in the Gulf. 

 

Moreover, the influx of foreign capital to develop the region’s oil resources 

was the hallmark of the first half of the twentieth century, and oil concessions 

that were signed between major Gulf states like Iraq, Kuwait, Saudi Arabia, 

Qatar, Bahrain, or Abu Dhabi and foreign multinational mining- petroleum 

corporations generally covered long periods of time. In Iraq, for instance, the 

concession was with Iraq Petroleum Company (IPC) which was the 

composition of British Petroleum, Exxon, Mobil, Shell, and Compagnie 

Française des Petroles.86For the subject matter of the Trucial Coast, in 1937, 

Shaikh Said bin Maktoum of Dubai became the first Trucial Cost ruler to give 

a concession to Petroleum Concessions Limits, and the ruler of Sharjah 

followed him in the same year, while Abu Dhabi signed the concession 

agreement in 1939, Ras Al-Khaimah in 1945, Umm Al-Qaiwain in 1945, 

Ajman in 1951 and Fujairah in 1953.87 During this period, various foreign 

companies explored for oil in the region. The results of the research had 

become visible as early as 1930s.  
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Another important aspect of the oil concessions was that the concessions were 

given for extensive periods and could be further extended, and once these 

concessions were signed, the host government had left with little or no 

jurisdiction over the governance of its resources. Some of these extensive 

concessions were Iraq Petroleum Company’s concession for seventy-five 

years (1925-2000), Aramco’s for sixty years (1933-1993), and Kuwait’s for 

seventy-five years (1933-2008).88With regard to the extensive periods of 

concessions, it could be said that they limited national jurisdiction of these 

actors over their own natural resources. Had it been otherwise, the oil-led 

development of today’s outstanding Gulf countries like Kuwait, Qatar, and 

UAE could have probably started earlier. Be that as it may, these states’ 

development was facilitated to a great extent by these foreign mining-

petroleum enterprises, and the British Empire. 

 

Another important British influence over the region was shaped by the 

establishment of air routes to the region in 1920s and 1930s. Accordingly, 

they were the Imperial Airways route from London to India and the Basra-

Aden Royal Air Force route.89These routes required further securitization of 

the region and therefore called for more intrusive British participation in the 

region’s affairs.  
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The overall success of the British presence in the Arab Gulf depended largely 

on the native agency system which functioned as a tool of mediation between 

the British and the local rulers, as well as governors.90 As the British fused 

more into the domestic political framework, they also formed indigenous 

intelligence networks.91This system of mediation, together with the local 

intelligence networks was important in the sense that they helped Britain 

consolidate her power in the region. Considering the main objective of Britain 

over the protection of the trade and communication routes to India, it can be 

said that such a political interaction with the local dynamics provided the 

sense of loyalty on the side of Britain, securing herself against possibilities of 

domestic or international rivalries. 

 

A few decades later than the concession euphoria of the 1930s, on 16 January 

1968 Britain announced that she would withdraw from the Gulf by the end of 

1971.92 The decision came as a shock for many people, as the oil revenues 

accrued to Britain from the Gulf were immense. Indeed, the decision was 

shaped by political considerations rather than economic motives. 
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The two pillars of the political considerations were first, the euphoria of Arab 

nationalist movements set to the climax as early as mid1950s by Gamal Abdel 

Nasser of Egypt and was further inflamed by the 1967 Arab-Israeli War, and 

second, the conflict between Trucial States (UAE) and Iran over the islands of 

Abu Musa, Greater and Lesser Tunb. It was envisaged by the British that so 

long as these regional tensions continued it would be even costlier for them to 

stay in the Gulf. 

 

For the first pillar of the political considerations, one of the most important 

developments was the false accusation of Britain during the 1967 war, of 

supporting Israel.93That was quite significant in the sense that it flared the 

already tense Arab discontent towards the British presence in the Gulf and the 

Arab world at large. This discontent had already been established with the 

political moves of Nasser in mid-1950s. These developments had put the 

security of Britain in the region at stake. What is more, The British Raj in 

India, which supervised the Political Agents in Bahrain, Kuwait, Qatar, and 

the Trucial States, was abolished in 1947 and the British presence in the Gulf 

was left somewhat isolated and less strong.94Therefore Britain would be in a 

weaker position in potential regional tensions to come. 
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As for the second pillar, the main consideration was over the dispute between 

Iran and the Trucial States over the islands of Abu Musa, Greater and Lesser 

Tunbs. Regional conflicts like this were foreshadowings of future instability 

for Britain. What the British envisaged for the future of Trucial States was a 

loose confederation, therefore she supported the moves towards unifications 

such as that of the seven Trucial States as well as Qatar and Bahrain.95Of 

these nine emirates Abu Dhabi and Dubai was of greater importance due to 

their oil abundance. With the oil discovery in Abu Dhabi its growth rate in the 

1960s had become four times that of Kuwait and as for Dubai, it had become 

one of the leading centres of commerce in the region just like Hong 

Kong.96Therefore it was quite important that these two emirates should be 

under a safe umbrella in a region where tensions could pop up any time due to 

the rising Arab nationalism. 

 

Beyond these, nationalist movements in the Trucial Coast were of specific 

importance, because they signalled the fact that there was a considerable level 

of public discontent towards the ineffective rule of the Al Maktoum family of 

Dubai, as well as the growing dominance of non-Arabs (specifically the 

British) in the domestic affairs. What triggered the concrete distortion of the 

harmony between the British and the public at large was the unprecedented 

increase in the oil revenues during 1930s, during which the oil revenues 
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accrued directly to the pockets of the ruling family and the British agents. In 

line with these, a number of nationalist movements emerged in Dubai. One of 

these was the setting up of a student group at the Al-Falah School of Dubai, 

which was considered as an incremental example of organized secular 

nationalism.97Such schools were important in the sense that they paved the 

way to the raising of a youth which was fully aware of the need of a 

democratic reform in the emirate, as opposed to the symbiotic relationship of 

the ruling family and the British. 

 

Equally important was the establishment of the ‘National Front’ of Dubai in 

1953, whose aims were basically the reduction of the influence of the ruling 

family and of the degree of British involvement in public affairs.98 After the 

Suez Crisis of 1956, activities of the National Front became even more 

violent99, thereby showing the growing unrest among the Arabs of Dubai, 

which focused on the imperial ambitions of France and Britain. Interestingly, 

due to the political economic developments of the early and mid 1960s, these 

movements lost momentum. These political economic developments were 

basically shaped by the new understanding of rentierism; that is, further 

flowing of oil revenues to the ruling family, leading to freeing of population 
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from tax payments and an increase in the imports.100This move towards a new 

political economic paradigm can be considered as the earliest step towards the 

rentier state system of today, and it should be underlined that the people of the 

Trucial Coast got accustomed to this system starting from this period 

onwards. Nonetheless the mentioned nationalist movements were signs of a 

possible future instability for the British and when we consider the point that 

the cost of maintaining the British presence in the Gulf became higher, the 

withdrawal in 1971 should have come with no surprise for none of the parties. 

 

3. 1. 2. Demographics and Society in the UAE 

 

UAE has a population of 5,148,664 and according to 2011 estimates, 73.9% 

of the population in the 15-64 group is non-national.101 This demographic 

heterogeneity can also be seen in the variety of ethnic groups. 19% of the 

population is Emirati, 50% is South Asian, 23% is other Arab or Iranian, 

while 8% is other expatriates (primarily Westerners).102 These numerical 

values are important, because as seen in previous parts, they are the 

reflections of the dominance of foreign labour in the country’s economy. 
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Hence, it can be said that the economic structure of the country directly 

affects its demographic structure. 

 

Another important aspect of the demographics is the high rate of population 

growth. The UAE, being the second largest economy in the Arab region 

following Saudi Arabia, is expected to rise to 6.1 million in 2020.103However, 

it remains a small figure when compared to that of Saudi Arabia. More 

important is the fact that this high growth rate would not affect its per capita 

income because of the rapid nominal growth in its economy.104Therefore, for 

higher levels of per capita income and increased wealth, as well as a more 

equitable distribution of resources with the increased population, 

diversification of the economy and the inclusion of a wider spectrum of its 

people into the production process, would be essential. 

 

The dominance of expatriate labour in the UAE  is positively correlated with 

the country’s education expenditures. According to 2008 estimates, education 

expenditures only comprise 0.9% of GDP and the country ranks 184th, when 

compared to other countries.105 Despite its vast resource revenues, this 

                                                 
103 “UAE population to rise to 6.1m in 2020” posted on 26 December 2010 
www.uaeinteract.com/docs/UAE_population_to_rise_to_6.1m_in_2020/43829.htm accessed 
on 18 March 2011 
 
104 “Expat growth widens UAE demographic gap” posted on 25.09.2008 
www.uaeinteract.com/docs/Expat_growth_widens_UAE_demographic_gap_/32128.htm 
accessed on 18 March 2011 
 
105 “United Arab Emirates”, CIA World Factbook 
https://www.cia.gov/library/publications/the-world-factbook/geos/ae.html accessed on 18 
March 2011 
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percentage is quite striking, and once this ‘mistake’ is corrected, 

hypothetically, its positive outcomes can be seen in the betterment of 

demographic imbalances. 

 

The heterogeneity of ethnic and religious groups can also be seen in the 

income distribution of the people living in the UAE. Although the country 

seems like a very luxurious entity, for an outsider, the actual situation is said 

to be quite different. Wanda Krause describes the disparity in income 

distribution with an emphasis on the migrants: 

 

“There are no statistics as to how many people live in what can be thought of as 

poverty. However, some villages and areas within the cities can be very poor. In 

contrast to all the readily visible “glitter”, one can find East Asians (mostly from 

Pakistan or Baluchistan), or Arabs (mostly from Iranian islands), who lack 

passports or identity cards and whose conditions are often desperate. These are 

referred to as bedoon, which means they have no passport and legal status, and 

some have lived in the country for up to 30 years.”106 

 

On the one hand, there is the problem of a behind-the-scene poverty, which 

needs to be tackled with regional development policies; on the other hand, 

there exists quite a large number of illegal migrants (most of which compose 

                                                                                                                               
 
106 Wanda Krause, Women in Civil Society: The State, Islamism, and Networks in the United 
Arab Emirates (New York: Palgrave MacMillan, 2008), p.29 
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the foreign labour force of the country), to whom most Emiratis seem to be 

turning blind eye.  

 

For the social sphere of UAE, it can be said that there exist concrete 

predicaments, waiting to be dealt with by comprehensive policy measures. 

 

3. 1. 3. Politics and Policy Making in the UAE 

 

The UAE is composed of seven emirates. Therefore, it has a federal structure, 

although the government is based in the emirate of Abu Dhabi. The chief of 

state is the President Khalifa bin Zayed Al-Nahyan, who is also the ruler of 

Abu Dhabi, while the Vice President and Prime Minister is Muhammad Bin 

Rashid Al-Maktoum. Federal Supreme Council is composed of the rulers of 

seven emirates, being the highest constitutional authority in the country. 

Legislative institution is the unicameral Federal National Council and the 

jurisdiction is managed by the Union Supreme Council.107 

 

Having seen the fundamental political figures and institutions in the country, 

now it would be enlightening to see what this system means for the actual 

policy making process of the country. Ehteshami underlines the point that the 

                                                 
107 “United Arab Emirates”, CIA World Factbook 
https://www.cia.gov/library/publications/the-world-factbook/geos/ae.html accessed on 18 
March 2011 
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federative political structure is especially crucial in the decision-making 

process: 

 

“Uniquely among the GCC states, in the UAE political activity tends to take shape at 

the more local (emirate) level than the national level, but the members of the 

federation are so closely tied to one another that there is little room for each to 

experiment with new political structures. For that reason, evidence of major changes 

is hard to come by, and, as noted above, where reform is introduced it still has a 

local character.”108 

 

It is true that any sort of change takes places at the emirate level, but it can be 

seen as an advantage, when one considers the close ties among the seven 

emirates. That is, emirate level changes (like the Masdar Initiative of Abu 

Dhabi and Green Building Code of Dubai) can easily spread to other emirates. 

Although it is argued that reform and change are hard to expand to the 

national level, the federative structure of policy making can also act as a 

trigger for competition among the emirates. 

 

Perhaps the most outstanding characteristic of the politics of UAE is that, it 

started to challenge the first and foremost precondition of being a rentier state 

by enacting a comprehensive renewable energy policy. This challenge will be 

further highlighted in the parts to come.  

                                                 
108 Anoushiravan Ehteshami, “Reform from Above: The Politics of Participation in the Oil 
Monarchies”. International Affairs (Royal Institute of International Affairs 1944- ), Vol.79, 
No.1, (January, 2003), p.70  
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3. 1. 4. Economy of the UAE 

 

UAE’s economy is mostly based on oil and gas resources. Not only the oil 

industry but also subsidiaries of oil industry are predominant in the country. 

The UAE has approximately 7% of the world’s proven oil reserves.109 After 

Saudi Arabia, Iran, Iraq, and Kuwait, it has the largest share of oil revenues in 

the Middle East (See Figure 1). 

 

Figure 1. Top World Oil Reserves by Country 

(Source: http://www.eia.gov/countries/cab.cfm?fips=TC accessed on 21 

March 2011) 

                                                 
109 “United Arab Emirates” on U.S. Energy Information Administration, 
http://www.eia.gov/countries/country-energy-data.cfm?fips=TC accessed on 21 March 2011 
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Figure 2. UAE Oil Production and Consumption, 2000-2009 

(Source: http://www.eia.gov/countries/cab.cfm?fips=TC accessed on 21 

March 2011) 

 

Although it has vast oil resources, its economy cannot be considered as a 

typical rentier one. The most general features of the economy of UAE are 

parallel to other rentier states of the Arab Gulf region. It has been argued that 

the flourishing of the private sector was neglected in the statist economies of 

GCC states, however, with the decline in the oil prices during mid-1990s, they 

decided to compensate for their past neglects.110The UAE’s initial efforts like 

boosting the tourism sector has paved the way for less reliance on oil 

revenues, as well as economic diversification. It is argued that, having an 
                                                 
110 Andrew Rathmell and Kirsten Schulze, “Political Reform in the Gulf: The Case of Qatar”. 
Middle Eastern Studies, Vol.36, No.4, (October 2000), p.50 
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enlightened government, the UAE stands as an oil-rich country that is 

increasingly less dependent on oil revenues: 

 

“If Iraq is ignored since it experienced war and occupation during 2003, Libya 

seems to be the most dependent on oil revenues, while the UAE seems to be the least 

dependent, surprisingly beating even Norway. ...thanks partly to the UAE’s vibrant 

tourism and manufacturing sectors, the rate of its economic diversification is the 

fastest of the group and will surpass Algeria within a short period of time.”111 

 

While this thesis was being written, Libya was in turmoil which had stemmed 

from internal conflicts due to the authoritarian structure of the rentier 

mentalities. Therefore, when Libya and the UAE are considered as two 

opposite ends of the oil-reliance spectrum, the ‘healthy’ stance of the latter 

can be seen more clearly. 

 

Even though the UAE improved some of its private sectors to a certain extent, 

an overall preferential treatment of the private sector in general, is something 

which is hard to come by in rentier states. The over-reliance on the private 

sector has much to do with the resource abundance. First, the distributive 

mechanism of the state requires strong and loyal agents for this process to 

succeed. Therefore, the public sector acted some sort of a back yard of the 

state, being strengthened by many measures. Second, a strong private sector 

might carry the risk of cooperation with foreign investors at the expense of the 

                                                 
111 “The Gulf Oil and Gas Sector: Potential and Constraints”, (2006), published by the 
Emirates Center for Strategic Studies and Research, p. 139 
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state agents for the exploration and procession of the natural resources. Hence, 

the monopoly of the state would be challenged. So, for the sake of the 

primacy of the state in distribution and production processes, the development 

of the private sector has been curbed deliberately. Nonetheless, considering 

the tourism and real estate sectors, it can be said that the UAE has made 

concrete progress. However, it should be noted that the UAE should do more 

than just focusing on these two sectors, if it wants to drastically eradicate the 

rentier state system. 

 

Equally important is the link between economic structure and the prospects 

for democracy. Rathmell and Schulze underline the idea that, because the 

UAE has a strong economy (considering Abu Dhabi’s oil revenues, and Dubai 

and Sharjah’s commercial income), it is less likely for it to face a pressure for 

political reform.112Hence, although there exists a concrete need for drastic 

political reforms, economic conditions make them hard to come by. 

 

Despite the fact that there is a general weakness of the private sectors in the 

GCC states at large, especially three emirates, Abu Dhabi, Dubai, and Sharjah 

act as the pioneers of economic diversification. It has been argued in the 

previous parts that the lack of economic diversification is a direct result of the 

rentier state syndrome and is prevalent in the Middle East. These three 

emirates challenge this argument. Christopher Davidson argues that this 
                                                 
112 Andrew Rathmell and Kirsten Schulze, “Political Reform in the Gulf: The Case of Qatar”. 
Middle Eastern Studies, Vol.36, No.4, (Ocotber 2000), p.51-52 
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challenge was inevitable, as the concerns over domestic employment 

prospects, unhealthy trade balances and inflationary pressures lead to the 

emergence of the “new economy” as a development priority.113Accordingly, 

the Mubadala Investment Company, which is a joint-stock company of the 

Government of Abu Dhabi, prioritized the new sectors in order for them to 

cope with the global recession, regional instability and other vagaries of the 

international system.114These prioritizations were quite crucial because the 

Company also used this method the area of renewable energy initiatives. It 

will be dealt with later on, however for now, it can be said for economic 

development strategies, deciding on the prioritized fields would enable the 

state, or the emirate in this case, to distribute its resources wisely and 

fruitfully. For Abu Dhabi, one of these prioritized fields was tourism. As a 

sub-facilitator of Abu Dhabi’s economic diversification process, the 

advantages of warm winter climate, and modern infrastructure and 

communications were turned into value-added opportunities for the country as 

a whole.115Yet, it should be noted that this move was positive, but not enough. 

When the intensities of the tourism industry and the oil industry are 

compared, certainly more needs to be done in terms of economic 

diversification.    

                                                 
113 Christopher Davidson, “Abu Dhabi’s New Economy: Oil, Investment and Domestic 
Development”. Middle East Policy, Vol.16, No.2, (Summer 2009), p.65 
 
114 Ibid, 66. 
 
115 Richard Sharpley, “The Challenge of Economic Diversification through Tourism: The 
Case of Abu Dhabi”.  International Journal of Tourism Research, Vol.4, (2002), p. 231 
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As for Dubai, the emergence of the laissez-faire trend in the emirate started to 

produce significant outcomes. Its industrialization and commercial strategies 

reflected a commitment to the importance of attracting foreign direct 

investment.116It has been underlined by many scholars that the level of foreign 

direct investment is generally low in the Middle East. However, especially for 

the tourism and real estate industries, Dubai have been challenging this 

argument for the past few decades. Fostering the strategy of international 

tourism as well as increasing numbers of cultural and sporting activities were 

important because they paved the way for the emergence of a gradual 

economic diversification.117However, according to Christopher Davidson, 

beyond the economic diversification, these initiatives resulted in one very 

important outcome: 

 

“The upshot of all these diversification and foreign investment strategies is that 

Dubai is now undoubtedly less reliant on its dwindling oil reserves, and of all the 

Gulf states is clearly the most integrated into the international system. Indeed, in 

recent years Dubai has been attracting around 54% of all non-oil related foreign 

direct investment in the UAE’s manufacturing sector.”118 

 

                                                 
116 Christopher Davidson, “The Emirates of Abu Dhabi and Dubai: Contrasting Roles in the 
International System”. Asian Affairs, Vol.38, No.1, (March 2007), p. 39 
 
117 Ibid, 42. 
 
118 Ibid, 42. 
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This outcome proves that the hypothetical negative correlation between 

increasing economic diversification and decreasing reliance on natural 

resource revenues is factual. What needs to be underlined is the idea that, if 

such non-intensive industries (i.e., fostering sports activities like Formula 1 

races) produce such positive results, changes made in intensive sectors like 

the energy sector, could hypothetically bring the required drastic transition in 

the political economy of a rentier state. This hypothesis will be further 

analyzed in Chapter 3. 

 

3. 2. Renewable Energy Policy of the UAE 

 

The rentier state paradigm in general, has numerous characteristic defects. It 

has been explained in detail that these defects affect the dynamics of the state 

from a multiple aspects. This thesis argues that the adoption of a 

comprehensive national renewable energy policy, with the inclusion of all 

necessary stakeholder of the country (from workers to capital owners), would 

eventually be the remedy for these defects; because it would then be pointed 

towards the root cause of all problems, that is the over-reliance on natural 

resources. When the root cause of all rentier state-related problems is targeted, 

then the positive outcomes would hypothetically spill over to other 

problematic fields.  

 

According to the 2008 Living Planet Report of World Wildlife Foundation, 

the UAE has the world’s largest ecological footprint, even surpassing United 
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States of America.119Hence, much need to be done for the path to correct such 

bad records. Despite the idea that the existence of vast natural resources act as 

an obstacle for opting for alternative non-fossil energy revenues, the UAE has 

been pursuing an exceptionally positive path towards a transition to clean 

energy technologies. The gradual, yet substantial policy measure of the UAE 

within this framework will be further emphasized in the remaining parts of 

this chapter. 

 

3. 2. 1. The Emergence of Sustainable Policy Making in UAE 

 

Before focusing specifically on the UAE, it will be helpful to see the 

emergence for the need to adopt sustainable energy policies in the GCC 

region at large. As the states are more or less similar in terms of their rentier 

structures, governance types, and ethno-religious characteristics (excluding 

the exceptional heterogeneity of UAE), their policy needs in terms of 

renewable energy solutions are parallel. The overall framework of alternative 

energy needs have two fundamental reasons. Firstly, there is a general need 

for a paradigm shift in the field of energy at the world level, because the 

stakes of a crisis lead by energy shortage, as well as increasingly visible 

environmental consequences of the reliance on fossil fuels are alarming. 

Secondly, there is the rather regional reason that despite the secure supply of 

oil resources present in the Middle East right now, there certainly needs to be 

                                                 
119 WWF- Living Planet Report 2008, 
assets.panda.org/downloads/living_planet_report_2008.pdf accessed on March 27, 2011, p.14 
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a Plan B for the oil-rich countries of this region, as oil resources are 

depletable. 

 

The depletion of oil resources in the future is inevitable. However, there are 

certain factors which speed up this remaining time. One of these factors is the 

underpricing of natural resources. Accordingly, natural resources can either be 

consumption goods or inputs in the production of consumption goods, and the 

pricing of them below their social cost lead to too much consumption of both 

these resources, and other consumption goods in which they are inputs.120This 

process would eventually fasten the depletion process of natural resources. It 

is also argued that, putting aside the need for alternative energy policies, a 

separate public policy dealing with the accurate pricing of natural resources 

should be formed, in order to prevent excessive natural resource consumption 

in the first place.121This public policy initiative would be even more important 

for the rentier states, as it would hypothetically limit over-production. 

 

Despite the commonality of problems and needs of Arab states of the Gulf, 

there exists the absence of relative legal framework/agreements for the 

promotion of renewable energy.122Therefore the renewable energy policy 

                                                 
120 Kenneth Arrow, Partha Dasgupta, Lawrence Goulder, Gretchen Daily, Paul Ehrlich, 
Geoffrey Heal, Simon Levin, Karl-Goran Maler, Stephen Schneider, David Starrett, Brian 
Walker, “Are We Consuming Too Much?”. The Journal of Economic Perspectives, Vol. 18, 
No.3, (Summer 2004), p.157 
 
121 Ibid, 168-169. 
 
122 Konstantinos D. Patlitzianas, Haris Doukas, John Psarras, “Enhancing Renewable Energy 
in the Arab States of the Gulf”. Energy Policy, Vol.34, (2006), p.3721. 



72 
 

framework is a need which prevalent throughout the region. The policy 

mechanisms and legal framework should be supportive for the emergence of 

renewable energy initiatives in the region. Apart from these, it is stated that 

the state subsidies given for oil and electricity generation should also be given 

for renewable energy activities.123  

 

For the case of renewable energy subsidies, it can be said that the UAE has 

achieved substantial progress. For instance, Abu Dhabi Fund for Development 

has formed a special fund of up to US $50 million until 2016 for supporting 

the renewable energy projects in the developing world124, not to mention the 

national investments made within the framework of Masdar Initiative. Abu 

Dhabi Fund for Development not only supervises the Masdar Initiative, but it 

also fosters international cooperation and collaboration in the field of 

renewable energy. 

 

The subconscious motive behind the emergence of renewable energy 

initiatives in the region is best explained by James A. Russell: 

 

“If the oil runs out or markets fundamentally change due either to a sustained global 

economic slowdown or to a successful energy-demand mitigation efforts around the 

                                                                                                                               
 
123 Ibid, 3721. 
 
124 John Perkins, “The Role of Masdar Initiative and Masdar Institute of Science and 
Technology in Developing Renewable Technologies in Emerging Economies”. ATDF 
Journal, Vol. 5, Issue ½, (2009), p.11 
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world, it is doubtful that today’s residents of the Gulf will willingly and peacefully 

return to the nomadic existence of their pre-oil ancestors.”125 

 

For each and every rentier state of the Arab Gulf, there are striking differences 

between pre-oil and oil periods, in terms of living standards, urban 

infrastructures, and the intensity of economic activities. The drastic transition 

came about with the discovery of oil resources. Therefore, the ongoing 

modernization process cannot be sustained with the reliance on oil resources, 

which will be depleted for sure. In a way, investing in renewable energy 

technologies would secure future generations’ living standards. 

 

Apart from the strategic considerations, there are also environmental concerns 

for the UAE and other GCC states to implement renewable energy policies. 

The UAE, for instance, has the world’s largest ecological footprint, 

corresponding to 11.8 hectares for resource consumption and waste absorption 

per citizen.126It can be considered as one of the eventual negative outcomes of 

an oil-reliant growth. For the Arab Gulf region at large, a more general yet 

serious problem is the scarcity of water, which will be further exacerbated as 

temperatures continue to increase over the next 20 years.127These 

environmental challenges would require knowledge-intensive, comprehensive, 

                                                 
125 James A. Russell, “Environmental Security and Regional Stability in the Persian Gulf”. 
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and most importantly, sustainable solutions. Peoples of GCC states are not 

used to feeling the immediate need of an “environmental revolution”, which 

would change their ways. Certain social habits should also be fixed. The large 

and badly insulated homes, wasteful consumer habits, the use of traditional 

incandescent bulbs, as well as unrestrained running of appliances are some of 

the habitual problems of these societies.128Having the highest ecological 

footprint in the world, according to the Living Planet Report of World 

Wildlife Council, major reasons for high levels of carbon emissions in UAE 

are almost entirely car-based transport, cooling of buildings, and seawater 

desalination.129 Therefore the renewable energy paradigm would have to 

multi-façeted, in order to target these social, economic, and environmental 

inefficiencies. 

 

One final point about the emergence of the renewable energy policies of the 

UAE is that the country’s first ruler, His Highness Late Sheikh Zayed bin 

Sultan Al Nahyan was the most influential figure who put forth the need to 

establish this sustainable paradigm. H. E. Mr. Khaled Khalifa Al Mualla, 

ambassador of the UAE to Turkey, described his significance by saying that 

“he was a man of vision and being extremely concerned with the protection 

                                                 
128 Steffen Hertog and Giacomo Luciani, “Energy and Sustainability Policies in the Gulf 
Cooperation Council”. Kuwait Programme on Development, Governance and Globalization 
in the Gulf States, The Centre for the Study of Global Governance, November 2009, Number 
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and conservation of environment, aware of the dangers of global warming 

and climate change on our planet and humanity; and that with the continuing 

growth of energy demand in UAE its reliance on non-renewable sources will 

fall short of its future needs, he initiated the renewable energy policies. 

Hence, he was the main actor of this orientation.”130Although Sheikh Zayed 

bin Sultan Al Nahyan passed away in 2004, for the initiation of UAE’s 

renewable energy paradigm, he has always been credited as the most 

influential figure. 

 

In the following parts, the outstanding renewable energy initiatives of the 

UAE will be further highlighted. What is significant about these initiatives is 

that they target almost every aspects of life. Even for the subject of 

sustainable urban planning there are action plans, and specific institutions for 

the monitoring of the process. The most comprehensive effort of UAE is the 

Masdar Initiative. The Masdar City and the Masdar Institute of Science and 

Technology are both components of the Masdar Initiative. However, they will 

be dealt with as separate entities, as they have their own aims, objectives, and 

working mechanisms. There are some other policy actions like the Dubai 

Green Building Code, and specific policies of certain state institutions. It 

should be noted that the renewable energy policy of the UAE does not only 

aim to boost this sector in the UAE, but it also aims to support international 

                                                 
130 Interview with His Excellency Mr. Khaled Khalife Al Muallla, Ambassador of the UAE to 
Ankara, on March, 3, 2011. 
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endowments and efforts regarding the improvements in and consolidation of 

renewable energy technologies, especially in developing countries. 

 

3. 2. 2. Masdar Initiative 

 

Abu Dhabi Government’s Mubadala Company (which is responsible for the 

economic diversification activities in the emirate) established the Masdar 

Initiative in as recent as 2006. Another name for Masdar Initiative is Abu 

Dhabi Future Energy Company. Being home to serious percentage of the 

world’s resource revenues, it could be hard to understand how such an 

initiative came about. It is declared by the Initiative that it will serve for three 

target points: for the planet (coping with the challenges of climate change and 

environmental degradation), for Abu Dhabi’s future (becoming an 

international hub for renewable energy, new energy and sustainable 

technologies), and for Abu Dhabi’s people (having an economy based on 

knowledge, innovation and the export of cutting-edge 

technologies).131Therefore, not only solutions for environmental problems are 

sought, but also an aspiration for an international leadership in these solutions, 

as well as the diversification of the local economy are targeted by this 

initiative. Some of the rather more specific goals of the Initiative are 

increasing the non-oil share of the economy from approximately 40% to more 

                                                 
131 Masdar, A Mubadala Company, 
http://www.masdar.ae/en/Menu/index.aspx?MenuID=42&CatID=12&mnu=Cat accessed on 
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than 60% and diversifying the economy with the prioritization of sectors like 

education, tourism, pharmaceuticals, as well as those that are value-added 

knowledge-based industries (such as renewable energy industries).132 

 

The initiative also has a company-like structure, through Masdar Capital unit. 

In order to be able to get involved in all parts of the global low carbon value 

chain, it develops projects, establishes joint ventures and acquires companies 

with promising technology.133 Hence, the initiative is acting as a company, at 

the same time. Some of the direct investments of the Initiative are Torresol 

Energy (a joint venture with the Spanish engineering group Sener), WinWinD 

(a Finnish manufacturer of 1 and 3 mw wind turbines), and also the London 

Array offshore wind farm project through joint venture with the German 

energy corporation EON.134These interactions enable knowledge-transfer 

among different stakeholders, as well as the building of new networks for 

future cooperation and collaboration on regional and international renewable 

energy initiatives. 

 

                                                 
132 Masdar, A Mubadala Company, 
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According to a report on the second World Future Energy Summit, the 

Masdar Initiative has four pillars: investment in renewable energy 

technologies, development and dissemination of expertise and education in 

alternative energy and sustainability, commitment to carbon reduction, and 

participation in global programs and schemes to assist with such reduction, 

and finally, creation of a city driven and sustained by renewable energy to 

epitomise the dawning era of alternative energy.135 Under these pillars, there 

is a wide spectrum of aims and objectives. For each set of aims and 

objectives, the Initiative has a number of different units. These are Masdar 

Institute, Masdar Capital, Masdar Power, Masdar Carbon, and Masdar City. 

This multi-unit character is very important because it enables the Initiative to 

distribute equal amount of time, effort, and attention to all objectives. Hence, 

a genuine institutional mechanism was spared for each set of objectives.  

 

It is expected that the Initiative will help: 

 

- Expand the export base 

- Encourage private sector entrepreneurship 

- Invest in education & research that stimulates innovation 

- Train, attract and retain skilled workers in knowledge-based sectors 

- Encourage investment in areas that generate intellectual property gains 
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- Grow the non-oil sector’s share of the emirate’s economy and decouple 

economic growth from fluctuating oil prices136 

 

For further enlightenment about the functioning of the initiative, the sub-units 

will be further highlighted in the coming sections 

 

3. 2. 3.  Masdar Institute 

 

Masdar Institute is the unit which is responsible for the creation of scientific 

and technological expertise, the carrying out of research and development, as 

well as the knowledge diffusion between the academia and the private 

companies in the field of renewable energy. The Institute plays a pivotal role 

within the Initiative, because it enables the emirate to produce its own 

intellectual capital, rather than relying on foreign technocrats. As stated 

before, one of the main problems of the UAE at large, was the dominance of 

expat labour at all levels of the production process. When the intensity of 

technology and science in renewable energy paradigm is considered, the 

creation of a set of national scientists and technocrats will help the emergence 

and consolidation of newly developed renewable energy technologies. 

Moreover, the Institute is located in Masdar City. Hence, the development of 

renewable energy innovations would easily be put into practice in this smart 

city. 
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The Institute operates with the support and cooperation of the Massachusetts 

Institute of Technology, the academic work and research focuses on 

alternative energy, environmental technologies, and sustainability.137 By 

2016, it is expected that the Institute will have 500 full-time Master’s and PhD 

students.138 According to the official website of the Institute, some of the 

important information are as follows:139 

 

- The Institute opened on September 6, 2009, with an intake of 88 postgraduate 

students (current number of students is 140) 

- There are eight two-year MSc programmes on Computer and Information 

Science, Electrical Power Engineering, Engineering Systems Management, 

Materials Science and Engineering, Mechanical Engineering, Microsystems 

Engineering, Water and Environmental Engineering, and Chemical Engineering 

(to be started in 2011-2012 academic year) 

- Currently there are 30 research projects on Solar Beam Down, Innovation 

Ecosystems, Smart Grids, Aviation Biofuels, and there are a number of patents 

already pending 

- There are research partnerships with Boeing, Honeywell UOP, and The 

Advanced Technology Investment Company 
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139 “Masdar Institute – Fast Facts”, http://www.masdar.ac.ae/aboutus/FastFacts.php accessed 
on 25 March 2011 
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- There are also a variety of academic fellowship agreements with prominent 

institutions, such as the Imperial College London (UK), RWTH Aaachen 

University (Germany), Tokyo Institute of Technology (Japan), University of 

Waterloo (Canada), and the University of Central Florida (USA) 

 

Looking at the brief information above, it would be sound to say that the 

Institute is a suitable place for both basic research and applied research, as 

well the formation of the link between the two. That is, intellectual capital is 

processed in line with collaborative advancements (with the industry and 

government) in the field of renewable energy and sustainable environment 

technologies. The Institute is acting as the intellectual hub for practical 

innovations.  

 

3. 2. 4. Masdar City 

 

Masdar City, which will be in the emirate of Abu Dhabi, can be considered as 

the place where all the works of the Initiative will take place. It is designed by 

Norman Foster, a British architect140, and will be home to Masdar Institute of 

Science and Technology, as well as the International Renewable Energy 

Agency (IRENA), which is one of the major international organizations on the 

cooperation and collaboration on renewable energy. Masdar City is 

considered as one of the most prominent smart cities of the world, considering 

                                                 
140 Elisabeth Rosenthal, “Gulf Oil States Seeking a Lead in Clean Energy”, posted on January 
13, 2009. http://www.nytimes.com/2009/01/13/world/middleeast/13greengulf.html accessed 
on 24 February  2011 
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its innovative urban facilities. The city is still under construction, however 

once it is finished, it will be one of the outstanding smart cities in the world. 

 

The city will be completely powered by renewable energy, having an area of 

more than seven square kilometres. It is projected that it will be able to house 

40,000 residents and various companies and institutions with more than 

50,000 employees.141Therefore, the city would require strong infrastructural 

facilities, as it will only be relying on the renewables. One significant move, 

for instance, is the carefully designing of the buildings. They will be shaded in 

a way that the need for air conditioning would be reduced and the electricity 

demand would be cut, as well as the innovative personal rapid transport 

system (including 2,000 vehicles and 83 stations), not to mention that there 

will be no cars or internal combustion engines of any sort in the city.142 

Moreover, it is known that initial plans of Masdar excluded both aluminium 

and conventional concrete in order to avoid possible carbon emissions which 

would result from them.143 Hence, it can be said that the urban infrastructure 

is design with sustainable and renewable energy-based considerations in 

mind. So from which sources does this renewable energy supply come from? 

                                                 
141 Sam Nader, “Paths to a low-carbon economy- The Masdar Example”.  Energy Procedia, 
Vol. 1, No.1, (2009), p.3952 
 
142 Ibid, 3953. 
 
143 Elisabeth Rosenthal, “Gulf Oil States Seeking a Lead in Clean Energy”, posted on January 
13, 2009. http://www.nytimes.com/2009/01/13/world/middleeast/13greengulf.html accessed 
on February 24 2011 
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According to Sam Nader, the components of the power infrastructure of 

Masdar City are as follows: 

 

- A range of photovoltaic plants (PV) 

- A concentrating solar thermal power plant (CSP) 

- Evacuated thermal tube collectors 

- A waste-to-energy plant144 

 

Although there are certain limitations for CSP and PV (such as the 

requirement of a huge land and the days in which the sun does not shine)145, 

so far these components have been successful in the functioning of the city. 

Not only the urban infrastructure, but also the sustainable architectural 

methods, such as the careful shading of the buildings, have been crucial 

factors in the success of the Masdar City. 

 

The most important attribute of the Masdar City is that the conditions are set 

by the Initiative and the Government of Abu Dhabi in such a way that, it is 

very suitable for foreign companies to invest or take part in joint ventures 

within the framework of economic activities within the Masdar City. The City 

is be a free-zone and there are the possibilities of 100% foreign ownership, 

                                                 
144 Sam Nader, “Paths to a low-carbon economy- The Masdar Example”.  Energy Procedia, 
Vol. 1, No.1, (2009), p.3953 
 
145 Ibid, 3953. 
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zero taxes, and zero import tariffs.146 These conditions are quite crucial in 

attracting foreign investments for the development of the renewable energy-

related projects, some of which intellectually stem from the R&D activities of 

Masdar Institute. It is expected that about 1500 companies would be based in 

the city in the coming years.147 

 

3. 2. 5. Masdar Carbon 

 

While the Initiative’s flagship industrial unit is Masdar PV (Photo Voltaics), 

another important part is the Masdar Carbon Management Unit (CMU), which 

is responsible for carbon reduction, monetization, and carbon capture and 

storage (CCS).148It should also be noted that, according to Sam Nader, who is 

the director of CMU, Masdar has the world’s largest CCS project, which 

would enable drastic reductions in anthropogenic carbon dioxide.149The size 

and the feasibility of the CCS project of Masdar has much to do with the short 

distance between emission sources and oil reservoirs, as well as the nature and 

                                                 
146 Danyel Reiche, “Renewable Energy Policies in the Gulf Countries: A Case Study of the 
Carbon-neutral ‘Masdar City’ in Abu Dhabi”. Energy Policy, Vol. 38, No.1, (2010), p.378 
 
147 Avin Pillay, Mirella Elkadi, “Report: 2nd World Future Energy Summit, Abu Dhabi, 19-
21 January 2010”. Intenational Journal of Environmental Studies,Vol.66, No.2, (April, 2009), 
p.283 
 
148 Danyel Reiche, “Renewable Energy Policies in the Gulf Countries: A Case Study of the 
Carbon-neutral ‘Masdar City’ in Abu Dhabi”. Energy Policy, Vol. 38, No.1, (2010), p.381 
 
149 Sam Nader, “Paths to a low-carbon economy- The Masdar Example”.  Energy Procedia, 
Vol. 1, No.1, (2009), p.3954 
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size of Abu Dhabi’s oil reservoirs.150When the role of these factors on the 

success of CSS is considered, it can be argued that the geographic proximity 

of oil resources to emission resources in other Gulf countries can also be 

functional, thereby paving the way to the regional consolidation of CCS 

technologies. 

 

3. 2. 6.  Masdar Capital 

 

Masdar Capital is one of the most functional branches of the Masdar 

Initiative. As stated before, a large number of joint ventures take place, as 

well as foreign direct investments. The Capital seeks to establish effective 

business collaborations with the world’s outstanding companies in the fields 

of renewable energy and sustainability. In order to make the selection of the 

investment portfolio, certain sectors have been prioritized. According to the 

official website of the Masdar Initiative, these sectors are clean energy, 

environmental resources, energy and materials efficiency, and environmental 

services.151 More importantly, the scope of Masdar Capital’s investments is 

noteworthy. For instance, the Masdar Clean Tech Fund, launched in 

conjunction with international partners like Consensus Business Group, Credit 

                                                 
150 Ibid, 3954. 
 
151 “Masdar – A Mubadala Company: Our Units: Masdar Capital”, 
http://www.masdar.ae/en/Menu/index.aspx?MenuID=48&CatID=78&mnu=Cat accessed on 
26 March  2011 
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Suisse and Siemens AG, invested $45 million in three clean technology funds 

and $205 million in 12 direct investment companies.152 

  

Not only the clean energy sector, but also the water and waste management 

sectors and the sustainable agriculture technologies are crucial; because a 

social life which would be constructed on the core value of renewable energy 

would also require the ‘cleaning’ of non-oil sectors such as agriculture. One 

significant challenge of the Gulf region is the desert climate. Hence, wise 

technological moves, like the drip irrigation system of Israel, could provide a 

more efficient agricultural sector, as well as water conservation in a water-

poor country. Considering the fact that over 90% of the country’s water 

comes from desalinated water, the strong correlation between energy need and 

water supply becomes much more visible. 

 

As stated in previous parts, significant and even ground-breaking research is 

being carried out in the Masdar Institute in many fields of sustainable energy. 

For basic research to be transferred into applied research and for the latter 

commercialization of the research result, these international collaborations are 

very important. The zero-tax, zero-import tariff, and free zone character of 

Masdar City enable various investments within the framework of the Masdar 

Capital Unit. 

 

                                                 
152 Ibid. 
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3. 2. 7.  Masdar Power 

 

Masdar Power is the unit which is responsible for the renewable power 

generation projects. The unit specifically focuses on solar and wind power 

projects, and makes investments in these. Considering the climatic conditions 

of the UAE, solar energy tend to gain an upperhand vis-a-vis wind energy. 

However, equal attention is given to both by the Masdar Power. 

 

It is expected that the unit will contribute to the general goal of generating 7% 

of its energy needs from renewable sources and currently, Masdar Power is in 

a joint venture with Abengoa Solar and Total, and is working on the 100MW 

Shams 1 CSP plant, which is projected to be the largest CSP plant in the 

world.153Although solar energy seems to be stepping forward, there has been 

recent manoeuvres to foster wind energy as well. It was announced by Frank 

Wouster, director of Masdar Power, that the company would start building the 

wind farm, with a power generation capacity of 20-30MW within the year 

2011.154 

 

Like other units of the Masdar Initiative, Masdar Power also engages in joint 

ventures, and with the adequate level of knowledge transfer, it further 

                                                 
153 “Masdar- a Mubadala Company: Masdar Power” 
www.masdar.ae/en/Menu/index.aspx?MenuID=48&CatID=29&mnu=Cat accessed on 26 
March 2011 
 
154 “Masdar to add wind power to portfolio” Utilities Middle East, posted on January 11 2011 
accessed on www.utilities-me.com/article-922-masdar-to-add-wind-to-power-portfolio/ 
accessed on 27 March  2011 
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consolidates the knowledge basis for present and future renewable energy 

initiatives. It stands as a specific unit for sustainable power generation, 

thereby it reflects the importance of the renewable energy as the core value of 

the Initiative at large. 

 

3. 3. Important Institutions and Other Initiatives 

 

The renewable energy policy paradigm of the UAE is not confined to the 

Masdar Initiative of the Government of Abu Dhabi. Although the Initiative is 

a comprehensive, promising, and well-designed policy tool, there are other 

effective policy examples as well. In this part, these various policy examples 

will be highlighted. 

 

3. 3. 1. World Future Energy Summit 

 

As stated in the previous parts, one of the ways in which the UAE tried to 

diversify its economy was enhancing its tourism potential, as well as 

especially business tourism including conferences, seminars, and workshops. 

The World Future Energy Summit (WFES) is an outstanding annual meeting 

in the field of renewable energy, in which the renewable energy issue is 

approached from a multilateral and interdisciplinary perspective.  
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Since the first WFES in 2008, the Summit has been improved in many ways 

to attract more attendees. The numbers related with WFES 2011 speak for 

themselves, and they show how extensive the Summit was: 26,391 attendees, 

112 countries represented, 35 official delegations, 201 keynote and expert 

speakers, 600 exhibiting companies from 31 countries, 894,000 website visits, 

and 1.6 million page views.155 The Summit has been successful in reaching a 

wide spectrum of participants of various sectors from numerous countries. It 

should be noted that it is an important feature as it enables the spreading of 

new innovations in the field of renewable energy among these individuals, 

organisations and NGOs. 

 

The Summit is composed of the following activities: two exhibitions, young 

future energy leaders program, round table discussions, industry and 

investment seminars, corporate meetings and social events, as well as the 

Summit itself.156Hence, it stands as some sort of a meeting place for every 

individual, state entity, private company, or even an international or regional 

organization. Moreover, I would like to especially underline the significance 

of the exhibitions, because they enable the producers to present their 

innovative products, as well as serving as an opportunity for those who seek 

solutions. 

                                                 
155 “World Future Energy Summit -  Overview”, 
www.worldfutureenergysummit.com/en/about-wfes/overview.aspx accessed on 27 March 
2011 
 
156 “World Future Energy Summit -  Overview”, 
www.worldfutureenergysummit.com/en/about-wfes/overview.aspx accessed on 27 March 
2011 
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Above all, the most substantial characteristic of WFES is its interdisciplinary 

character. From various sectors (academia, private sector, public institutions) 

and from various professions (engineers, CEOs, postgraduate students, 

professors, civil servants, ministers, state leaders, journalists, independent 

researchers, etc) many people attend the Summit in order to share and expand 

their knowledge and experience on renewable energy- both at the technical 

level and at the policy level. Such a multilateral and interdisciplinary 

framework of attendance enables the Summit to adopt a holistic approach 

towards the opportunities and challenges of renewable energy. Least but not 

the least, the Summit is sponsored by Masdar, therefore it also stands as a 

suitable platform for the publicity campaign for its activities. 

 

3. 3. 2. Zayed Future Energy Prize 

 

Part of UAE’s renewable energy vision is to support innovative solutions for 

the reduction of the dominance of fossil fuels, as well as other clean and 

sustainable solutions for various environmental problems. The Masdar 

sponsored Prize is significant, because it reflects the major motives of the 

Masdar Initiative, as well. The aim of the Prize is to honour and reward the 
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people who focus on the problems of energy, and to further support the works 

of future leaders and innovators.157 

 

Evaluation process is carried out by the review committee, the selection 

committee, and finally the jury, some of the prominent members of which are 

Dr. R. K. Pachauri (Chairman of the Intergovernmental Panel on Climate 

Change), Olafur Ragnar Grimsson (President of the Republic of Iceland), and 

Susan Hackfield (President of the Massachusetts Institute of Technology).158 

Throughout the evaluation process, three major assessment criteria for the 

submitted projects are innovation, long-term vision, and leadership. However, 

above all, the most paramount characteristic of the Prize is its amount. 

Accordingly, the winner receives US$1.5 million, while up to US$350,000 

can be rewarded to two additional finalists under the auspices of the jury and 

the prize administration.159 It can be acknowledged as a great support for 

blooming ideas as well as promising projects. 

 

The winner of the prize in 2011 was the Danish wind turbine manufacturer 

firm Vestas, while the runner-up was E+Co, which fosters small-size clean 

energy enterprises in developing countries, providing clean energy, creating 

                                                 
157 “About The Zayed Future Energy Prize”, www.zayedfutureenergyprize.com/en/about-the-
prize.html accessed on 31 March 2011 
 
158 “Evaluation Process”, www.zayedfutureenergyprize.com/en/about-the-prize/evaluation-
process.html accessed on 31 March 2011 
 
159 “The Prize Fund”, www.zayedfutureenergyprize.com/en/about-the-prize/background/the-
prize-fund.html accessed on  31 March 2011 
 



92 
 

jobs, and offsetting large amounts of carbon.160 Apart from providing a 

substantial financial support for the winner, the prize also enables these 

winners and runner-ups international reputation for being innovative, 

foresighted and functional, thereby encouraging other such candidates for 

improving their agendas and action plans to meet the principles of innovation, 

long-term vision, and leadership in the field of renewable energy and 

sustainable environment. The prize acts as an effective tool for presenting 

these principles at the international level. 

 

3. 3. 3. Plan Abu Dhabi 2030 

 

Plan Abu Dhabi is an initiative for  the restructuring of Abu Dhabi in the light 

of certain principles, like  sustainability, a unique environment, an evolving 

culture, identity and opportunity, excellence and liveability, and 

connectivity.161For the subject matter of this thesis the principle of 

“sustainability” comes forth as the most crucial of them. It reflects the aim of 

preventing oil-dominance in urban facilities: 

 

“Sustainability- It is essential to accommodate major new population growth 

without over development, without unnecessarily tearing buildings down, and by 

                                                 
160 “2011 winners & finalists”, www.zayedfutureenergyprize.com/en/about-the-prize/past-
winners-a-finalists/2011-winner-a-finalists.html accessed on 31 March 2011 
 
161 “Plan Abu Dhabi 2030” designed by Abu Dhabi Urban Planning Council, p. 6-7 
http://www.dot.abudhabi.ae/download.do?loc=stmp/&file=PlanAbuDhabi2030.pdf accessed 
on 31 March 2011  
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conserving and respecting natural and cultural resources. Oil has brought 

considerable wealth to the city, but it is a finite resource. Abu Dhabi’s future lies in 

the ability to cautiously use existing wealth, to actively explore renewable energy 

production, to reduce the consumption of non renewable resources and to educate 

future generations. Resource efficiency is vital.”162 

 

Thus, renewable energy-oriented sustainability would be integrated into all 

aspects of this urban restructuring plan. Part of this principle was the 

advocacy of green building principles, including site development and layout, 

life cycle materials usage, water conservation, harvesting, and reclamation, 

energy and thermal efficiency, as well as indoor environmental quality.163As 

seen in the example of Masdar City, such policies are very important; because 

although these regulated and specially designed building cannot make a sound 

difference as single units, on the totality, they change the character of the city, 

thereby leading to a whole new understanding of a green urban paradigm.  

 

3. 3. 4. Emirates Green Building Council 

 

Emirates Green Building Council (EGBC) is basically responsible for the 

consolidation of a green building infrastructure throughout UAE. Its vision is 

                                                 
162 “Plan Abu Dhabi 2030” designed by Abu Dhabi Urban Planning Council, p.6 
http://www.dot.abudhabi.ae/download.do?loc=stmp/&file=PlanAbuDhabi2030.pdf accessed 
on 31 March 2011 
 
163 “Plan Abu Dhabi 2030” designed by Abu Dhabi Urban Planning Council, p.35 
http://www.dot.abudhabi.ae/download.do?loc=stmp/&file=PlanAbuDhabi2030.pdf accessed 
on 31 March 2011  
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to make UAE one of the five global leaders in reducing its ecological footprint 

of the built environment by 2012, and being an independent forum, it helps 

the shaping of policies for the built environment and carries out the task of 

fostering cooperation and collaboration in the field of sustainable 

practices.164The spread of these practices will result in the adoption of a green 

architecture in the urban life. One of the strong sides of EGBC is its regional 

partners. Accordingly, EGBC cooperates with Green Building Councils of 

Egypt, Jordan, Morocco, Qatar, Saudi Arabia, and Turkey.165 This 

cooperation enables EGBC to transfer knowledge and experience from these 

countries’ green building experiences. 

 

What has been done so far under the roof EGBC was mostly focused on the 

reduction of ecological footprint of the UAE, which stems from the 

inefficiencies of the built environment. For that reason, for instance, one 

significant initiative has been the adoption of LEED (Leadership in Energy 

and Environmental Design) standard. LEED is an international certification 

system, which is developed by the U.S. Green Building Council, safeguarding 

that a building or community is designed in accordance with energy savings, 

water efficiency, carbondioxide emissions reduction, improved indoor 

environmental quality, and the protection of resources.166 In that sense, EGBC 

                                                 
164 “Emirates Green Building Council”, www.emiratesgbc.org/egbc accessed on 1 April 2011 
 
165 “Emirates Green Building Council”, www.emiratesgbc.org/egbc accessed on 1 April 2011 
 
166 “Intro- What LEED is” U.S. Green Building Council, 
www.usgbc.org/DisplayPage.aspx?CMSPageID=1988 accessed on 2 April 2011 
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announced that the District Cooling Chiller Plant (DCCP ONE), the first 

phase of o 20,000 ton central chilled water plant serving the whole Wafi City, 

would be a LEED Silver Building, adhering to the prescribed standards.167 

Once such buildings spread across the country, it would further support the 

renewable energy paradigm of UAE from the urban aspect. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                                                                                               
 
167 “Emirates Green Building Council announces first LEED-certified gren building in the 
United Arab Emirates and the Middle East”, posted on 9 July 2009, 
www.ameinfo.com/90936.html accessed on 2 April 2011 
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CHAPTER 4 

ACHIEVEMENTS OF THE RENEWABLE ENERGY PARADIGM 

 

 

Having seen various policy efforts in the realm of renewable energy and 

sustainable environment, the immediate question that comes to mind is to 

what extent these policies lead to a paradigm shift from rentierism towards 

sustainable development? Although, it is too early to talk about a drastic 

paradigm shift, a number of scholars point the positive correlation between 

economic development and environmental impact. It is argued that 

environmental quality is considered as a luxury good, something which can 

only be afforded by wealthy countries. Hence, when the capital intensity of 

renewable energy technologies are considered, it would be sound to say that in 

order to initiate the policy making process in this field, economic 

development of a certain level is a prerequisite. Only when this requisite is 

fulfilled, effective and efficient mitigation of environmental problems could 

take place, with the participation of various segments of the society (NGOs, 

business, government). 168  

 

Looking at the policy efforts of the UAE, it can be said that it passed the peak 

point of Figure 3. That is to say, even though the speedy industrialization and 

economic development process of the country, which took place in as short as 
                                                 
168 Richard York, Eugene A. Rosa, Thomas Dietz, “Footprints on the Earth: The 
Environmental Consequences of Modernity”. American Sociological Review, Vol.68, No. 2 
(April, 2003), p. 283-284 
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a fourty-year period, was at the expense of negative environmental impact, 

having reached the optimal point of economic development, the country 

started to look for remedies for its environmental problems. Therefore, 

according to Figure 3, it can be expected that from now on, the economic 

development process of the UAE would continuously reduce internal 

environmental impacts and bring the overall (internal and external) impact 

level to plateau phase. Hence, policy efforts such as the Masdar Initiative 

would yield positive results, as long as the Government of Abu Dhabi 

continues to spread its success in the economic development process to the 

realm of sustainable policy making.  

 

 

Figure 3. The Theoretical Effect of Economic Development on 

Environmental Impact 
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(Source: Richard York, Eugene A. Rosa, Thomas Dietz, “Footprints on the 

Earth: The Environmental Consequences of Modernity”. American 

Sociological Review, Vol.68, No. 2 (April, 2003), p. 284) 

 

Having seen UAE’s political, economic, and social characteristics, as well as 

its renewable energy policy efforts, there emerges the question of whether 

these policy efforts have been successful. This question will be answered 

under the topics of economic diversification, quality of education, and 

environmental outcomes at large. It will be argued that the renewable energy 

paradigm, especially under the auspices of Masdar Initiative, could bring 

significantly positive outcomes in the future, and that there appears to be a 

number of weak points which need to be strengthened via efficient policies. 

 

4. 1. Economic Diversification 

 

Following up on the premises of the rentier state theory, it would be expected 

that a resource-abundant country is doomed to not be able to diversify. The 

resource revenues would act as the primary catalyst of economic 

development, thereby nullifying the need to adopt other means for 

diversifications, i.e., supporting the growth of non-resource sectors. However, 

for the subject matter of the UAE, which can be considered as a rentier state, 

although atypical from few aspects, the resource revenues could and did pave 

the way to the economic diversification, as they are transferred to non-oil 
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sectors regarding alternative energy technologies. Dr. Majid Al-Moneef had 

put forth that such a development pattern was indeed feasible. He argued that 

the resource sector could act as a medium for diversification and growth by 

enabling to move from more oil-dominated to more diversified economies, to 

change from public sector-dominated to private sector-led economies, to 

convert the closed economies to more open ones that are better integrated with 

the rest of the Arab world and the globe, and to transform a passive oil 

industry to a more proactive one.169Indeed, as the GDP of UAE grew, all 

sectors grew, regardless of whether they are oil sectors or non-oil sectors (See 

Figure 3 below). Although the oil and gas sector experienced the highest level 

of growth, the growth levels in other sectors are noteworthy. The exceeding 

level of growth in non-oil sectors is hard to come by, but never impossible. It 

should be noted that the transition from an oil-based economy to a 

sustainable, non-oil economy is a rocky road, which would take time to be 

completed. However, once it is completed, these sectoral GDP growth graphs 

will be showing a different picture. 

 

                                                 
169 Majid Al Moneef, “The Contribution of Oil Sector to Arab Economic Development”. 
Paper presented at the High-level Roundtable “Partnership for Arab Development: A Window 
of Opportunity” held at OFID on May 5, 2006. OFID Pamphlet Series 34. Vienna, Austria, 
September 2006, p.35 
 



100 
 

 

Figure 4. GDP growth during 2008, overall and for selected sectors 

(Source: UAE Interact Yearbook 2010, p. 56 

http://yearbook.uaeinteract.com/Yearbooks/2010/ENG/#58 accessed on 4 

April 2011) 

 

Figure 5. Gross Domestic Product by economic activities 
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(Source: UAE Interact Yearbook 2010, p. 56 

http://yearbook.uaeinteract.com/Yearbooks/2010/ENG/#58 accessed on April 

4 2011) 

 

Positive improvements toward economic diversification indeed took place in 

the UAE, especially under the umbrella of the Masdar Initiative. Especially 

with the unit of Masdar Capital, the developing renewable energy ventures 

had the opportunity to be further strengthened with foreign investments, as 

well as having the chance to be presented abroad via being part of joint 

ventures. This initiative led to a more open economy, considering the variety 

of joint ventures and foreign investment. 

 

Behind the joint ventures and concrete foreign participation in the commercial 

activities of Masdar Initiative, the overtly positive influence of the fiscal 

conditions of Masdar City should not be underestimated. It has been 

previously stated that the city is a free-zone, enabling 100% foreign 

ownership, as well as requiring zero taxes and zero import tariffs. Hence, the 

economic environment further encourages inter-Arab and global integration, 

while elevating the quality of the renewable energy efforts of the Initiative via 

knowledge transfer among stakeholders of different countries. This 

integration, at the end of the day, fosters economic diversification as the 

economic decisions cease to be based solely on national interests regarding oil 

welfare, but rather, regional and economic competition in various sectors. 
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The erosion of public sector-domination is another success of the renewable 

energy initiative, which is reflected on the economic diversification of UAE. 

The Masdar Initiative is constructed by the government of Abu Dhabi. 

However, it functions like a private enterprise, taking part in joint ventures, 

making offshore investments, supporting new innovative renewable energy-

companies (via Zayed Future Energy Prize). Above all, the attraction of 

international attention to Abu Dhabi’s economic potential was a key point, 

because although events like the World Future Energy Summit and the 

awarding of the Zayed Future Prize are focused on the renewable energy 

theme, they are the signs that the government of Abu Dhabi is keen on 

becoming an international actor in knowledge-intensive sectors. 

 

 

4. 2. Increasing Quality of Higher Education 

 

Due to the knowledge-intensity of the renewable energy paradigm, there 

emerged the necessity of a high quality higher education, for providing 

effective decision makers for the rising sectors of the UAE economy. The key 

point that affects the quality of higher education is the international 

competition-lead open economy. For the case of UAE, higher education is 

exceptionally important as the economy gets more diversified, while acquiring 

a more and more open character via increasing foreign investment. According 
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to the rentier state theory literature, it is stated that as the state gets more and 

more dependent on resource revenues, the economy starts to feed mostly on 

these, thereby diminishing the need for a productive labour force. In the case 

of Masdar Institute of Science and Technology, it can be said that this habitual 

inefficiency is expected to be challenged with the promises of Masdar 

Initiative. About the role of education on the transformation process towards a 

knowledge economy, it has been argued that, early emphasis on research and 

education could begin the lengthy process of developing a synergy between 

different institutions, and that building professional and industry commitments 

is critical for supporting close networks of communication and knowledge 

transfer in the industry.170Hence, the interaction between a high quality higher 

education and the consolidation of a knowledge intensive structure can be 

regarded as highly correlated.  

 

Masdar Initiative incepted in 2006, and it is expected to be finalized in 2016. 

Therefore, it is too early to argue that the Initiative lead to a direct increase in 

the quality of higher education in the UAE. However, one characteristic of 

Masdar Institute is that it can be considered as a hub for international branches 

of prominent universities. It is stated that the UAE is has the largest number 

of international branch campuses, one of which is the Masdar Institute. What 

is striking about the significance of these branch campuses is that they foster 

                                                 
170 Phech Colatat, Georgeta Vidican, Richard K. Lester, Innovation Systems in the Solar 
Photovoltaic Industry: The Role of Public Research Institutes. Industrial Performance Center, 
Massachusetts Institute of Technology Working Paper Series, paper submitted to Stavanger 
Innovation Summit “Transforming City Regions” June 15-16, 2009, 
http://web.mit.edu/ipc/research/energy/pdf/EIP_09-007.pdf accessed on 6 April 2011 
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the process of labour nationalization in the UAE. Stephen Wilkins describes 

this fostering in detail: 

 

“The process of labour nationalisation, known as emiratisation, is already strong in 

several UAE industries, such as banking and finance, where legislation forces 

companies to employ certain quotas of nationals. The staff and academics of the 

international branch campuses are currently almost wholly expatriates, but there 

will soon be a desire to see more UAE nationals employed both as managers and 

academics. The recent introduction of doctoral programmes in several UAE 

universities will aid the process of emiratisation in higher education.”171 

 

The globalization of the UAE economy, with the rising international 

competition, triggers the demand for a more qualified labour force at all 

levels. International branch campuses with advanced doctoral programmes, 

such as the Masdar Institute, are key actors in the process of educational 

advancement, because they present the international competition to the realm 

of education, thereby enabling more Emirati students to have the desire and 

ambition to excel within the framework of this competition. The introduction 

of international standards to the Emirati universities is therefore, of immense 

importance as it raises the level of higher education directly and/or indirectly. 

Moreover, as the economy of UAE got more and more globalized with the 

inclusion of more and more foreign investors and joint ventures, it is argued 

                                                 
171 Stephen Wilkins, “Higher Education in the United Arab Emirates: an analysis of the 
outcomes of significant increases in supply and competition”. Journal of Higher Education 
Policy and Management, Vol.32, No.4, (2010), p.398 
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that, the globally oriented firms required internationally competent workers to 

meet their demands, and that multinational employers look for graduates with 

internationally recognized qualifications as their important 

strategy.172Masdar Institute acted as the most suitable remedy for such a 

change in labour demands, as it not only provided internationally qualified 

academic qualifications, but it also aims to attribute internationally qualified 

professional experience (via its various collaborations with foreign 

companies) to its students. Hence, apart from the internationally 

acknowledged education, on-the-job training gains importance, especially for 

the engineering students, who can be considered as potential decision makers 

and technocrats of the future UAE economy. Masdar Institute, at this point, 

can be seen as a concrete example of an innovative research institution that 

feeds the capacity building process of the country to a great extent.173 

 

Beyond its role in capacity building and emiratisation of the labour force, 

Masdar Institute and Masdar Initiative at large, functioned as important agents 

for the consolidation of their thematic fields (renewable energy and 

sustainable environment) in the economic agenda. The Institute is expected to 

provide influential and effective technocrats in these fields, thereby 

strengthening these fields in the long term. These thematic fields are seen 

somewhat as prioritized areas and therefore, they are approached with care 

                                                 
172 P. K. Baburajan, “Impact of Globalization of Higher Education in the UAE”. Delhi 
Business Review, Vol.12, No.1, (January-June 2011), p.30 
 
173 Ibid, 31. 
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and attention. The capacity building in these specific fields would result in a 

concrete challenge to rentierism, also with the decline of natural resources 

with time. Hence, the significance of these thematic fields should not be 

underestimated. It is underlined that the transition from an oil-based economy 

to one based on knowledge and innovation is being made possible with the 

substantial investments in higher education, in the fields of engineering and 

science, and the development of the required human capacity.174  

 

The adoption of the Masdar Initiative not only paved the way for a more 

diversified and competition-based UAE economy, but it also laid the 

foundations for a human potential which would be quite essential both in the 

short run and long run. The capacity building of the human potential required 

an increase in the quality of higher education. International branch campuses, 

one of which is the Masdar Institute, played a key role in this respect, as they 

brought international standards and qualifications to the Emirati higher 

education paradigm. In sum, the adoption of knowledge and technology-

intensive Masdar Initiative can be promising for the emergence of a whole 

new understanding of higher education in the United Arab Emirates. 

 

 

 

 
                                                 
174 Arif S. Al-Hammadi, Mohammed E. Al-Mualla, Russel C. Jones, ”Chapter 12: 
Transforming an Economy through Research and Innovation” in University Research for 
Innovaiton, Luc E. Weber, James J. Duderstadt (ed), (Paris: Economica Ltd, 2010), p.196 
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4. 3. Environmental Outcomes 

 

Masdar Initiative primarily aimed to alter the oil-based economy, and it is 

expected that once the Initiative finalizes in 2016, there would be a paradigm 

shift from the rentier paradigm to a sustainable and renewable-energy based 

paradigm. Although the Initiative showed positive signs in terms of the 

developments in economic diversification and human capacity building, 

probably the most important pillar of it can be considered as the 

environmental aspect. Ever since the Initiative was established in 2006, what 

sort of environmentally sustainable achievements took place in the last five 

years? The deadline for the finalisation of the Initiative was set as the year 

2016, therefore it is yet too early to speculate on the solid results in terms of 

environmental achievements. However, what has taken place so far might be 

helpful to give some idea about other achievements and developments to 

come. 

 

Before shedding some light on the achievements of Masdar Initiative, it would 

be enlightening to see the establishment of International Renewable Energy 

Agency (IRENA) in Abu Dhabi and its importance for the renewable energy 

paradigm of UAE. IRENA was officially established in Bonn on 26 January 

2009.175 IRENA’s basic aims are to enhance energy security, reduce 

greenhouse gas emissions and mitigate climate change, alleviate energy 
                                                 
175 “About IRENA”, www.irena.org/Menu/index.aspx?PriMenuID=13&mnu=Pri accessed on 
9 April 2011 
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poverty, support sustainable development, and boost economic growth.176As 

of 9 April 2011, IRENA has 149 signatories and 69 ratified states. Therefore, 

with increasing number of ratified and signatory states, it stands as one of the 

outstanding non-state actors in the realm of sustainable development. The 

significance of IRENA for UAE is that its headquarter was chosen to be 

located in Abu Dhabi, which gives the impression of Abu Dhabi’s pledge to 

contribute significantly in financial terms to the development of the agency, to 

be housed in Masdar City, the world’s first carbon-neutral city, will help get 

the agency moving, though recruitment is going to be a problem.177For the 

advertisement of Masdar’s plans and activities, as well as UAE’s renewable 

energy initiative in general, the location of IRENA headquarters was 

functional. Another crucial point which should be noted is that the 

government of Abu Dhabi offered IRENA $136 million fund, including $22 

million for the headquarters building.178This also shows the commitment of 

Abu Dhabi to promises of IRENA. 

 

Abu Dhabi is mostly on the forefront when it comes to issues related with 

renewable energy and sustainability. Besides hosting Masdar City and IRENA 

headquarter, it won the Arab world’s top ‘green city’ and ‘most 
                                                 
176 “Vision and Mission of IRENA”, 
www.irena.org/menu/index.aspx?mnu=cat&PriMenuID=13&CatID=9  accessed on 9 April 
2011 
 
177 Steve Sawyer, “IRENA Comes Into Being”. Renewable Energy Focus, Vol.10, No. 5, 
September/October 2009, p.22 
 
178 Elie Elhadj, “Abu Dhabi’s Nuclear Power Plant Folly”. Middle East Review of 
International Affairs, Vol.14, No.2, (June 2010), p.49-50 
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environmentally friendly city’ awards at a ceremony for leading Arab cities in 

the fields of environment, greening and landscaping, technology and 

architecture.179However, the dominance of Abu Dhabi in these fields can be 

seen as both an advantage and a disadvantage. On the one hand, Abu Dhabi 

has the greatest amount of oil resources among the other six emirates of UAE, 

therefore its resource income provides a greater room of manoeuvre in making 

new investments as well as taking bigger risks. On the other hand, the sole 

power of resource money prevents the application of a holistic, national 

renewable energy policy, as there are economic and social differences among 

the seven emirates of UAE. Hence, although the achievements of the 

government of Abu Dhabi have been promising so far, such initiatives need to 

be consolidated throughout the UAE.  

 

In order to have some idea about the overall environmental performance of 

UAE, the Environmental Performance Index (EPI) of Yale University is quite 

enlightening. EPI is a ranking of 163 countries on 25 performance indicators 

tracked across ten policy categories covering both environmental public health 

and ecosystem vitality. In the 2010 index, UAE ranked 152nd among 163 

countries with a score of 40.7 out of 100.0, taking part in Cluster Six 

countries, which perform well on the environmental burden of disease but 

poorly on outdoor air pollution, being among the lowest in some of the water 

                                                 
179 “UNEP Year Book”, 
www.unep.org/yearbook/2011/pdfs/UNEP_YEARBOOK_Fullreport.pdf accessed on 8 April 
2011 
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indicators, but most notably, they have the worst greenhouse per capita 

performance.180Clearly, UAE has a long way ahead, in terms of 

environmental performance. High level of carbon emissions and a 

comprehensive nuclear program stand as two controversial topics in the 

environment debate of UAE. 

 

Figure 5. Carbon Emissions from the UAE 

(Source: Carbon Dioxide Information Analysis Center 

http://cdiac.ornl.gov/trends/emis/uae.html accessed on 9 April 2011) 

 

Carbon emissions record of the UAE reflects the not-so-positive situation of 

the country. Especially the emissions from liquids and gases continue to 

increase in the past few years (See Figure 5). For this reason, the CCS projects 

                                                 
180 “2010 Environmental Performance Index” January 2010, Yale University. 
http://epi.yale.edu/epi-2010.pdf accessed on 9 April 2010 
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of Masdar Initiative are of immense importance. As noted before, Masdar has 

the world’s largest CCS project, managed by the Masdar Carbon Unit which 

is responsible for carbon reduction, monetization, and CCS. In order to see the 

results of the CCS project on the carbon emission graphs of UAE, there is still 

some time before the project reaches an end. 

 

One final point which should be noted about the environmental characteristics 

of UAE is its newly blooming nuclear energy policy. Abu Dhabi announced 

in 2008 that it is planning to establish a civilian nuclear program, as well as 

several operating plants until 2020s.181 Nuclear energy is tackled under the 

title of ‘alternative energy’ by the government of Abu Dhabi. However, the 

flagship international institution of renewable energy IRENA, disapproves 

this policy adoption and it is argued that to prove its general commitment to 

IRENA’s ideals of renewable energy, Abu Dhabi’s nuclear power plant 

should thus be scrapped in favour of solar and wind electricity 

generation.182Time will show whether this trade-off would result in favour of 

renewables or nuclear energy. 

 

It can be concluded by saying that although UAE does not have a positive 

environmental record, it has promising projects to undo its errors, as well as 

                                                 
181 Mari Luomi, “Abu Dhabi’s Alternative-Energy Initiatives: Seizing Climate-Change 
Opportunities”, http://mepc.org/journal/middle-east-policy-archives/abu-dhabis-alternative-
energy-initiatives-seizing-climate-change-opportunities accessed on 9 April 2011 
 
182 Elie Elhadj, “Abu Dhabi’s Nuclear Power Plant Folly”. Middle East Review of 
International Affairs, Vol.14, No.2, (June 2010), p.56 
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policy alternatives for current unsustainable objectives (such as the nuclear 

plans). Masdar Initiative, which was established in 2006, has ten years to 

reach its goals. Therefore, one has to track this ten-year process in order to see 

the possible transition towards the paradigm of renewable energy and 

sustainability. 
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CHAPTER 5 

CONCLUSION 

 

Today’s global economy lives on fossil fuels. The domination of fossil fuels 

poses many risks in terms of environmental problems, however economic, 

political and social problems of this domination have more immediate results. 

Throughout this thesis, the main research question was whether the renewable 

energy policies of the UAE can challenge the rentier state system framework 

of the country, thereby leading to a paradigm shift. In order to answer this 

question, firstly the rentier state system theory, secondly the dynamics of the 

past and present of UAE, as well as its renewable energy policies, and finally, 

the outcomes and the current situation of UAE in terms of renewable energy-

related policy developments were analyzed. 

 

The first chapter of this thesis, titled The Rentier State aimed to lay the 

foundations of the theoretical background of rentier states, in terms of its 

various definitions (including those of the concept of rent, with its different 

kinds like strategic rents and resource rents), main economic problems (Dutch 

Disease Syndrome, resource curse, lack of economic diversification, lack or 

absence of taxation), socio-economic predicaments of their societies 

(weakness of the civil society and national labour force), and their politics 

(inclination towards authoritarianism and democracy deficit). It was seen that 

many scholars underlined the inefficiencies and problems of the rentier state 
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system. The root cause of all problems was attributed to resource abundance, 

thereby making it a curse which disables the diversification of the economy, 

impeding of non-oil sectors, reducing the need for taxation, hence reducing 

the accountability of governments to their people, creating its own loyal 

bureaucracy through distributive mechanisms, as well as the curbing of the 

development of an active and effective civil society. The oil rich states of the 

Gulf Cooperation Council were typical rentier states according to these 

multilateral accounts of various scholars. The basic aim was to see effective 

was the dominance of oil resource in the consolidation of these rentier state 

systems. Although there were many sorts of rent, resource rents proved to be 

the most effective of them all, because they are more depletable, more 

capital-intensive, more enclave-oriented, more centralized in the state and 

more rent-producing than any other, according to Terry Lynn 

Karl.183Therefore, the dissolution of the rentier state system with all related 

problems, would have much to do with the dissolution of the reliance on oil 

resources. Having reached this conclusion, in the second chapter, various 

characteristics of UAE were highlighted in order to see whether it is truly a 

rentier state, and that where do its renewable energy policies stand in the state 

system. 

 

The second chapter, titled The UAE as an Unconventional Rentier State, 

basically had two questions. The first was what are the characteristics of 

                                                 
183 Terry Lynn Karl, “The Perils of the Petro-State: Reflections on the Paradox of Plenty”. 
Journal of International Affairs, Vol.53, No.1, (Fall 1999), p.34 
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UAE’s past and present, in terms of its economic and political structure, as 

well as its society. In order to answer this question, historical background of 

the country was focused on. It was enlightening to see the changes that were 

brought by the discovery of oil in the pre-independence period, as well as the 

altering of the economic dynamics. The impeding of the pearling industry, the 

inclusion of foreign countries and companies with oil concessions was quite 

significant in the sense that it was followed by a steady process of economic 

development, which was further accelerated by the independence in 1971. In 

just few decades, the country transformed itself from a relatively primitive 

Bedouin community to an industrialized country of skyscrapers, highways and 

million dollar investments. Following the historical background, the 

demographics, society, politics, policy making, and economic structure of the 

country were highlighted. As a result, the whole picture of present day UAE 

included a multiplicity of phenomena like the dominance of expat labour in 

the work force, substantially weak civil society, predominantly oil-based 

economy, as well as a federative political structure which leaves little room of 

manoeuvre for each of the seven emirates, as they are organically bonded with 

each other, which can be interpreted both as an advantage and a disadvantage, 

considering the prospects for the spreading of innovative policies among 

them.  

 

Up until this point, one can assume that the title of the second chapter (The 

UAE as an Unconventional Rentier State) might seem a bit ambivalent, as the 
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social, economic, and political characteristics of the UAE were in line with a 

prototypical rentier state. However, the rest of the chapter focuses on the 

second main question of what are the renewable energy and sustainability 

related policy efforts of the UAE. The answer of this question was tried to be 

answered in a comprehensive manner, although there could have been missed 

points. However, the most encompassing policy effort, the Masdar Initiative, 

was highlighted in detail. Initiated in 2006, Masdar Initiative was a 

comprehensive program of various projects related with renewable energy and 

sustainable development. Through its units (Masdar Institute, Masdar City, 

Masdar Carbon, Masdar Capital, and Masdar Power) it targets many areas, 

such as the lack of Emirati technocrats in science and technology-intensive 

fields who are required to develop a technical know-how to deal with the 

negative effects of rentier system, the need to foster green buildings 

throughout UAE, providing financial support to renewable energy projects, 

accelerating technology and knowledge transfer, as well as attracting foreign 

investments and taking part in joint ventures in renewable energy projects. 

Apart from Masdar Initiative, rather specific policy efforts were also 

significant. Annual World Future Energy Summits are functional in 

presenting the aspirations of UAE in future energy technologies, and it stands 

as a substantial platform which bring together many people from various 

professions, who work on renewable-energy related topics; hence enabling a 

sound environment for knowledge transfer. Zayed Future Energy Prize, on the 

other hand, attract valuable projects to Abu Dhabi, with its overtly generous 
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award. Plan Abu Dhabi 2030 is a rather local policy effort, not covering 

whole UAE, nonetheless it is quite significant because it aims to integrate the 

principle of renewable energy-oriented sustainability into all aspects of the 

urban restructuring plan. Another such urban restructuring policy was that of 

the Emirates Green Building Council, which tackles the green urban 

restructuring in a rather more holistic manner, covering whole UAE. With 

adoption of LEED standard, this Council aims to further support the green 

paradigm from the urban aspect. The second chapter can be summed up by 

saying that what makes UAE an unconventional rentier state is the emergence 

of a solid political will on the adoption of the renewable energy paradigm. 

Although it still carries the characteristics of a prototypical rentier state, it has 

been challenging these characteristics by adopting multilateral policies 

towards the construction of a framework which would be concretely less 

dependent on oil resources. Therefore, in the example of UAE, the 

conventional oil-led development started to turn into knowledge-led 

development, thanks to science and technology-intensive initiatives within the 

renewable energy policy framework. 

 

The third chapter tried to answer the question of what are the outcomes of the 

renewable energy and sustainability policies adopted so far. A trilateral 

approach was embraced in order to answer this question, focusing on 

economic diversification, increasing quality of higher education, and 

environmental outcomes. In terms of economic diversification, UAE started to 
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show incremental signs growth in non-oil sectors, although there is still some 

time before the increasing number of joint ventures and foreign investments in 

non-oil sectors start creating competitive levels of growth vis-a-vis the 

dominant oil sector. The expansion of tax-free zones like the Masdar City 

gain importance at this point, because they function as great sources of 

attraction of foreign investments, as well as the strengthening of private 

sector. As for the increasing quality of higher education, it can be said that 

Masdar Institute stands as a hub of international branches of prominent 

campuses and this became quite effective in introducing international 

competitive standards to the higher education system of UAE. The flagship 

foreign university, MIT, has been quite significant at that point, enabling 

technology transfer between UAE and the US, in the areas of renewable 

energy and sustainable technologies. International branch campuses are 

trending all over GCC states, however the significance of UAE lies on the 

thematic priority of these campuses. That is, as seen in the example of Masdar 

Institute, scientific and engineering fields related with renewable energy 

technologies and sustainable solutions for environmental problems are 

prioritized while establishing academic cooperation agreements with foreign 

universities. In the long run, such policies would hypothetically result in the 

reduction of the dominance of expat labour force, thereby creating Emirati 

engineers, scientists, and technocrats who would shape the knowledge-

intensive future of the Emirati economy. As for the environmental outcomes, 

the picture does not seem bright yet, although there are promising policy 
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efforts. Two main controversial areas are the high level of carbon emissions 

and the nuclear power program, which contradict with the efforts of Abu 

Dhabi-located international institution IRENA, as well as the main principles 

of Masdar Initiative. UAE has one of the highest level of carbon emission, as 

well as a substantial energy requirement, as almost all of its water is derived 

by desalinization. Therefore, the cutback of the share of fossil fuels and the 

adoption of renewable energy resources instead, seems an immediate 

necessity for the betterment of environmental record of UAE. Therefore, the 

large scale CCS projects of Masdar should not be underestimated, as they 

stand as the most effective carbon reduction efforts, the results of which 

would take some time to be visible. For this chapter, it can be said that, as the 

policy efforts of UAE are at the initial and/or medial stage, it is too early to 

account on the direct and indirect results of the renewable energy paradigm. 

Nevertheless, it can be said that the current process has been quite successful 

in targeting the totality of resource abundance-related problems from a 

holistic manner. 

 

One important point which should be underlined is that it might be hard to 

take UAE as a conventional, monolithic “state”, considering various economic 

and social differences among the seven emirates. While the oil revenue 

dominates the totality of the economy of Abu Dhabi, in Sharjah for instance, 

the rising actors in the economy are higher education institutions. Therefore, 

the detailed study of each emirate, in terms of their social and economic 
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dynamics would require a separate research scheme. For the subject matter of 

this thesis, the UAE is taken as a monolithic rentier entity, because the main 

focus was the effect of the renewable energy paradigm on the rentier elements 

of the country, in general. A research, in which the main focus is the rentier 

state theory itself, surely requires a more detailed study of each emirate within 

the UAE.  

 

Another significant point which should be highlighted is that although the 

rentier state literature mainly focuses on economic, political, and social 

problems, while environmental aspects are more or less neglected by the 

majority of scholars. Interestingly, there exists a hypothetical positive 

correlation between rentierism and environmental problems, due to the over 

reliance on resource revenues and the integration of resource revenue 

distribution into all segments of the society. In future studies, the hypothetical 

positive correlation between rentierism and environment-related phenomena 

should be tested, and according to the results, these phenomena should be 

added to the rentier state literature under the main title of Environmental 

Aspects of the Rentier State Theory. These phenomena can be about 

conventional and unconventional energy resources, as well as water resources. 

On the whole, within the framework of the negative aspects of the rentier state 

theory, environmental consequences should be emphasized as well. 
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Although the renewable energy initiative of UAE is an ongoing process, it is 

hoped that altogether they can act as a remedy vis-a-vis the rentier state 

syndrome. At this stage, too few positive outcomes are visible, however, there 

are reasons for one to be optimistic for further improvements in the future. It 

is expected that the achievements, which are degrading the rentier state 

system in UAE will spill over in time, thereby being more visible and 

concrete. While it can be argued that renewable energy solutions can become 

a part of the rentier state debate, in the UAE case, environmental strategy 

underlines the importance of agency (i.e., Masdar Initiative). Therefore, this 

agency oriented approach and its hypothetical role in the impeding of the 

negative results of rentierism should be highlighted. 

 

Apart from the theoretical focus on the rentier state, a broader analysis on the 

inefficiencies of capitalism might as well be underlined in a separate study, 

because rent can be considered as one of the problems of capitalism. 

Arguably, once rentierism vanishes from a country, the distribution problem 

may still remain as it is inherently a sub-problem of capitalism. Then again, at 

this stage, even the gradual erosion of rentierism would be beneficial, so as to 

hinder the side effects of clientalist distribution. 

 

It should also be emphasized that what was significant about the UAE was, 

among other oil-rich GCC states, it had the broadest counter-rentier policy 

apparatus. In its neighbouring states there are numerous efforts which are 
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devised in order to cope with the reliance on resource revenues, however the 

efforts of the UAE seem to be at the most comprehensive stage, as they target 

the political, social, and economic problems at both Emirate-level and state 

level. Especially the agency system gains utmost importance at this point, 

because taking necessary financial support from the governments of its 

emirates, key institutions are autonomous to a large extent, thereby having a 

larger room of manoeuvre in their work agenda. The crucial element in this 

agency system is the financial support. Considering the resource revenue 

potentials of the other GCC states, theoretically, there is no reason why this 

system cannot be embraced by them as well. 

 

Throughout this thesis, the main subject matter was the challenging of the 

rentier system in UAE by the adoption of renewable energy and sustainability 

policies. As the fundamental cause of the rentier state system is the over 

reliance on resource abundance, the reduction of the dominance of these 

resources in the economy via multilateral policy efforts would hypothetically 

be effective in the dissolution of the rentier system. Therefore such policy 

efforts of a prototypical rentier state were analyzed and to sum up, it can be 

said that, although it is too early to see the concrete results of this challenging, 

a steady and all-encompassing change is underway. Therefore, the foresighted 

political will of UAE can be a model for other rentier states alike.   
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