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The World Economic Forum (WEF) describes 
economic development as a three-stage evolution 
(Figure 1). In the first stage, economies are largely 
factor-driven, relying on natural resources and low 
cost labor to kick-start economic growth. In this early 
phase, countries may rely primarily on international 
aid, debt financing, or revenues from natural 
resources to build a foundation for future growth by 
creating jobs, developing state institutions, investing 
in basic physical and social infrastructure and laying 
the groundwork for a stable macroeconomic 
environment.

With advancing development and an increase in 
wages, countries move into the efficiency-driven 
stage of economic development. This is characterized 
by rapidly growing productivity and an increase 

in the quality and sophistication of the products 
and services that countries provide. To enable an 
efficiency-based economy, continued expansion 
in the stock of physical and social infrastructure is 
important, as is investing in the higher education 
and training sectors. Efficiency gains in goods and 
labor markets are made as the public - and private 
-sectors adopt technology, modern business models 
and management practices. Innovative solutions are 
found as these practices are adapted to the local 
context. The development of capital markets and 
the financial services sector is critical to raising 
investor confidence and attracting FDI. Investing 
in ICT improves a country’s ability to access 
cutting-edge knowledge and information, improve 
communication and foster collaboration and 
exchanges at both national and international levels.

World Economic Forum: Stages of Economic Development
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“The UAE in the Global Knowledge Economy: Fast-Forwarding the Nation”, Policy in Action, Issue 01, January 2011, Emirates Competitiveness Council
For an extended discussion of the innovation-driven stage of economic development, see Porter, M. 1990. The Competitive Advantage of Nations. New York: 
The Free Press
“Global Competitiveness Report”. World Economic Forum. WEF, 2015. Web. 2015
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Establishing research institutes, providing incentives 
for R&D for both the private - and public-sectors 
and extending support for highly innovative SME’s 
allow a country to begin the transition to an 
innovation- driven economy. As countries move 
into the innovation-driven stage, they can sustain 
higher wages and standards of living if their firms 
are able to compete through innovation, that is, 
producing new and different goods and services 
using the most sophisticated design, production, 
management, financing and commercialization 
processes.2 In addition, creating a social and economic 
environment that makes a country an attractive 
destination for both, highly-skilled, creative and 

innovative knowledge-workers and multinationals 
is important to facilitate this transition.3 

Through its competitiveness policies, investments and 
infrastructure-focused evolution of its development, 
the UAE transformed itself from an agrarian, trading, 
pearl-fishing economy in the country’s early years, 
to one poised to become one of the world’s leading 
knowledge-based economies in the coming decades 
(see Figure 2). The sections that follow use the WEF 
framework of economic development, to chart the 
UAE’s rapid, infrastructure focused, transition along 
the three stages of development.5

Section 1 describes the history of infrastructure 
investments made in the early decades of the UAE’s 
founding that paved the way for future developments 
by establishing the base for economic diversification 
away from oil and natural resources.

Section 2 describes the second stage of the country’s 
economic development and its transition from a 
factor driven economic model to a highly diversified, 
efficiency-based model. 

Section 3 discusses how investments in a range of 
physical and social infrastructure are driving the UAE 

towards a culture of innovation and enabling it to 
rapidly transition into a knowledge-based economy. 
In particular the section highlights how ongoing 
infrastructure investments are aimed at stimulating 
innovation-driven economic growth, but are also 
focused on maintaining and improving the living 
standards of the country’s citizens and attracting the 
world’s most skilled and creative workforce.

Section 4 concludes by outlining the challenges the 
UAE faces in transitioning to a sustainable knowledge-
based economy and the steps the country is taking 
in overcoming them.
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“Global Competitiveness Report.” World Economic Forum. WEF, 2015. Web. 2015
Emirates Competitiveness Council, 2015

Figure 2: The Evolution of UAE’s Economy 6
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“Doing Business in United Arab Emirates.” Doing Business in United Arab Emirates-World Bank Group. World Bank Group, 2015. Web. 09 Sept. 2015. 
“Emirates Road Named after Mohammad Bin Zayed.” Emirates Road Named after Mohammad Bin Zayed. Gulf News, 1 Jan. 2013. Web. 09 Sept. 2015.
Dossier Expo 2020 Dubai, UAE (2014)
ACI World Releases Preliminary World Airport Traffic and Rankings for 2014 - DXB Becomes Busiest Airport for International Passenger Traffic. N.p., 26 Mar. 
2015. Web. 09 Sept. 2015
Source: Forum, World Economic. “Global Competitiveness Report.” World Economic Forum. WEF, 2015. Web. 2015.

Together with investments in seaports, the 
development of airports and a network of road and 
expressway formed the backbone of trade facilitation. 
Today the UAE is one of the world’s preferred trade and 
logistics hubs. In 2015 the World Bank Doing Business 
Report ranked the UAE 8th for the ease of Trading 
Across Borders.16 The UAE has become a world 
standard bearer for speed of the cost of importing 
and exporting. 

Road infrastructure spanning nearly 12,000 kilometers 
of roadways, links each of the emirates and provides 
access to new development zones.17 The UAE has 
also developed public transportation means such 
as the Dubai Metro and Tram systems to respond 
to population growth. The development of the first 
railway in the region, Etihad Railway, is also under 

process. The Etihad Railway network will be built in 
phases to link the principal centers of population and 
industry of the UAE. It will also form a vital part of 
the planned GCC railway network linking the UAE to 
Saudi Arabia in the west and to Oman in the East.18

In addition to infrastructure for land transport, the 
UAE has developed over ten airports. There are 
ongoing developments to accommodate increases 
in passenger numbers and cargo volumes increase 
at airports throughout the country. According to 
the Airport Council International, “Dubai is the sixth 
busiest airport in the world in overall passenger 
traffic, [and has] become the world’s busiest in terms 
of international passenger traffic ahead of London-
Heathrow in 2014”.19

Global Rankings 2015 - UAE Infrastructure 20
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Report Indicator Global Rank

World Economic Forum, 
Global Competitiveness 
Report 2015

Quality of Overall Infrastructure 2

Quality of Roads 1

Quality of Port Infrastructure 3

Quality of Air Transport Infrastructure 2
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ARCADIS is a publisher of The Global Infrastructure Investment Index 2014 (GIII). GIII ranks the world’s 41 most dynamic countries with the greatest potential 
for growth and investment in their economic infrastructure. The indicators selected are those most pertinent to investors when making an investment in 
infrastructure.
Middle East Capital Projects & Infrastructure Survey, PWC, and June 2014. “Building Beyond Ambition.” Building beyond Ambition (n.d.): n. pag. 2014. Web. 2015.
“Financial Sector.” Financial Sector. UAE Embassy Washington DC, Trade & Commercial Office, n.d. Web. 12 Nov. 2015. 
“UAE Launches New Bank to Fund Housing, Infrastructure Projects.” Albawaba Business, 18 June 2015. Web. 4 Oct. 2015.
“United Arab Emirates: 2015 Article IV Consultation - Press Release; And Staff Report.” International Monetary Fund Country Report No. 15/219, 4 Aug. 2015. 
Web. 5 Oct. 2015.

2: Infrastructure Financing

According to the Global Infrastructure Investment 
Index 2014 (GIII)21, Gulf countries especially the 
UAE, Saudi Arabia and Qatar are among the most 
dynamic infrastructure investment markets in the 
Middle East. The UAE’s growth and investment in 
economic infrastructure is ranked 3rd globally in the 
GIII 2014. Economic infrastructure comprises the 
infrastructure that makes business activities possible 
such as transportation, communication, distribution 
and energy assets.

Oil and other government revenues contributed to 
the initial capital for infrastructure investment in the 
UAE. In recent years, alternative financing mechanisms 
such as bond issuance (Islamic or non-Islamic) have 
become more prominent.22 With ambitious and iconic 
mega projects like Expo 2020 Dubai UAE, private 
sector finance and collaboration is expected to play an 
increasingly important role. However, Public- Private-
Partnerships (PPP) are already quite common in the 
energy sector especially in Abu Dhabi where they 
are called Independent Power Producers (IPP). In the 
energy sector and more specifically oil, they are referred 
to as Production Sharing Agreements (PSA).

Well-developed capital markets and financial 
regulatory institutions also benefit infrastructure 
financing. In recent decades, the UAE has emerged 
as a global financial center with leading exchanges 
including Abu Dhabi Securities Exchange ADX, Dubai 
Financial Market DFM, NASDAQ Dubai, and Dubai 
Gold & Commodities Exchange. The UAE aimed to 
diversify funding streams further by accessing capital 

market finance to support spending plans. For instance 
in 2013, Ruwais Power Company in Abu Dhabi secured 
$825 million in project bonds to support its Shuweihat 
2 power and desalination plant refinancing.

The UAE banking sector comprises around 50 banks, 
half of which are domestic banks (the government 
owns major stakes) and half foreign.23 The recent 
merger of Emirates Industrial Bank and Emirates Real 
Estate Bank created the Emirates Development Bank 
(EDB), headquartered in Abu Dhabi. The EDB was 
launched to finance housing and other projects for 
UAE nationals, and to promote the government’s social 
policy objectives. It is a key addition to the banking 
sector in the UAE and facilitates the government’s 
support for housing and SMEs. With a capital of 10 
billion dirhams ($2.7 billion), the EDB will allocate Dh5 
billion to finance housing, industrial and other schemes 
for UAE nationals.24

In addition, the UAE has reduced barriers for SME 
finance by issuing new laws on SMEs and establishing 
financial infrastructure such as a credit bureau and credit 
registry. Other initiatives such as setting aside public 
funds to facilitate SMEs access to finance, fostering 
financial literacy and helping incubate businesses have 
also been undertaken.25

The clear vision, sound regulatory framework, maturity 
of the capital market, strong credit ratings and favorable 
taxation regimes are the key factors behind the success 
of the UAE in boosting investors’ confidence and in 
continuing to attract infrastructure investments.





9

3: An Evolving Retail and Hospitality Sector

4: Social Infrastructure and Human Development

Dubai has one of the fastest-growing tourism sectors in the 
world. In the 2014 MasterCard Global Destination Cities Index, 
Dubai ranked 5th for the number of overnight international 
visitors worldwide, outranking cities like New York, Beijing 
and others. Investment in retail and hospitality infrastructure 
has grown with the rapid increase in tourism in the UAE. 
Dubai alone has close to 71 malls. The World Economic 
Forum’s Travel and Tourism Competitiveness Report ranks 
the UAE 34th globally for the availability of hotel rooms per 
100 of the population.29 Over 100 hotels will be inaugurated 
for the upcoming Expo 2020 Dubai UAE. The world’s first 
fully solar-powered hotel, Hotel Indigo in Sustainable City, the 

Ensuring happiness and wellbeing are central tenets of 
Vision 2021, the National Agenda and the Dubai Plan 2021. 
The UAE’s global ranking for happiness and wellbeing is 
on an upward trend. The Earth Institute and the Legatum 
Prosperity Index respectively rank the UAE as the 20th 
and 28th happiest country globally and the happiest 
and most prosperous among MENA countries. The IMD 
World Talent Report ranks the UAE 16th in quality of 
life proceeding OECD countries like Japan and the U.S.31 
The Human Development Index ranks the UAE among 
countries with “very high human development”.32 These 
rankings are, in large part, the consequence of a consistent 
investment by the UAE to develop world class social 
infrastructure and implement innovative solutions for the 
delivery of government services to ensure the wellbeing of 
its citizens.33

Housing is considered to be the right of every UAE 
citizen. The UAE offers its citizens three types of housing 
assistance: home loans and grants to citizens who own a 
piece of land, interest-free long-term loans for citizens who 
can repay them and free housing for low-income citizens.34

Education has long been a priority for the UAE. The UAE 

luxurious urban resort by Mandarin Oriental and the Bulgari 
Luxury Hotels, are all due to debut in the emirate by 2017.30

In the category of retail infrastructure, there is an emerging 
trend of integrated retail and hospitality services. For instance, 
the UAE has pioneered a model whereby malls take on the 
characteristics of a community or neighborhood as a way  to 
adapt to the country’s extreme climate. Malls such as Abu 
Dhabi’s Galleria Mall and the Dubai Mall are examples of 
urban concentrations that allow people to shop, stay and 
pursue various ‘outdoor’ activities such as skiing and skating 
within the mall.

offers free secondary school education to all citizens and 
residents and free tertiary education for UAE nationals. “In 
1970, only 48% of UAE adults were literate; today over 93% 
are literate, with nearly equal rates for women and men”.35 
Schools are not only built by the government but also 
the private sector and cater to the needs of the country’s 
residents. The UAE has the highest number of international 
schools of any country in the world.36 According to 
Knowledge and Human Development Authority (KHDA), 
there are 13 different types of curriculum on offer in 
Dubai’s private schools, of which many are international 
schools accredited by international bodies.37

The government has also invested significantly in its health 
infrastructure. Investments in this sector include hospitals, 
health-care centers, clinics, school health centers. The UAE 
now boasts advanced healthcare infrastructure including 
well-equipped hospitals, specialist clinics and primary care 
centers. Average life expectancy has risen from 63 to 77 
years between 1970 and 2014. The rate of infant mortality 
has dropped from 67 per 1,000 in 1970 to 6 in 2010. The 
rate of child mortality rate has also dropped from 91 per 
1,000 of population to 7 over the same time period.38
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“Tourist Service Infrastructure.” Travel and Tourism Competitiveness Report 2015. World Economic Forum, n.d. Web. 12 Nov. 2015.
Maceda, Cleofe. “Dubai to Have 100,000 Hotel Rooms by Expo 2020.” Dubai to Have 100,000 Hotel Rooms by Expo 2020. Gulf News, 28 June 2015. Web. 09 
Sept. 2015.
The IMD World Talent Report. N.p.: Institute for Management Development, Lausanne, Switzerland, n.d. IMD World Competitiveness Center, Nov. 2014. 
Web. 1 Oct. 2015.
“Human Development Reports.” Global Launch of HDR. UNDP, 2014. Web. 09 Sept. 2015 & “Human Development Index Trends, 1980-2013.” UNDP Open 
Data. UNDP, 2013. Web. 09 Sept. 2015.
The UAE government places great emphasis on the use of ICT to deliver public services. Select rankings of the UAE according to the 2015 World Economic 
Forum’s - Global Information Technology Report, are as follows: ICT use & government efficiency (1), impact of ICT’s on access to basic services (1), 
government success in ICT promotion (2), importance of ICTs to government vision (1). Source: “The Global Information Technology Report 2015.” (2015): 
n. pag. World Economic Forum. Web. 4 Nov. 2015.
“United Arab Emirates: Country Note.” (n.d.): n. pag. Https://www.mofa.gov.ae/. Ministry of Foreign Affairs, 2013. Web. 2015.
“UAE: 40 Years of Progress: Retrospective Analysis of Key Indicators.” (n.d.): n. pag. Crown Prince Court Emirate of Abu Dhabi, 2010. Web. 1 Oct. 2015.
The UAE Has the Highest Number of International Schools Globally. Gulf News, 9 Sept. 2015. Web. 09 Sept. 2015.
“United Arab Emirates: Country Note.” (n.d.): n. pag. Https://www.mofa.gov.ae/. Ministry of Foreign Affairs, 2013. Web. 2015.
“UAE: 40 Years of Progress: Retrospective Analysis of Key Indicators.” (n.d.): n. pag. Crown Prince Court Emirate of Abu Dhabi, 2010. Web. 1 Oct. 2015.





6: A New Model for Urban Development - Smart Cities

The Dubai Plan 2021 sets out a framework to adopt 
the model of a smart city to enable sustainable growth 
by balancing out the ease of mobility taking into 
account environmental sustainability. Electric vehicle 
power and charging, advanced parking management 
systems, and network-enabled utility metering are just 
some of the components of the framework.51 Silicon 
Oasis and Masdar are examples of recent smart city 
developments and the ongoing development of 
the Dubai Design District aims to provide a creative 
ecosystem which incorporates smart city elements. 
Masdar, Mohammed bin Rashid Solar Park and Shams 
1- the largest renewable energy project in operation in 
the Middle East - are examples of built infrastructure 

5: Higher-Education

His Highness Sheikh Zayed Al Nahyan, the late 
President of the UAE, said that “[t]he real asset of any 
advanced nation is its people, especially the educated 
ones, and the prosperity and success of the people 
are measured by the standard of their education”. The 
focus on education has been a development priority 
since the country’s inception in 1971 and the UAE’s 
commitment to higher education is demonstrated 
by significant government investment accounting for 
7% of total government budget.48 “Tertiary education 
enrollment in the UAE rose from 1.3% in 1979 to 30% 
in 2009, with female tertiary enrollment rates rising 
even higher to 41.3%”.49

The UAE has more than 100 higher education 
institutions and the development of educational 
hubs is an important aspect of the UAE’s knowledge 
and innovation strategy.50 Sharjah University City 
and Dubai International Academic City are clusters 
of tertiary institutions that are intended to make the 
UAE a global destination for higher education. Dubai 
International Academic City houses campuses of 
twenty two international universities. INSEAD, New 
York University in Abu Dhabi, the French Fashion 
University Esmod in Dubai and the Paris-Sorbonne 
University in Abu Dhabi are examples of renowned 
institutions that have recently established campuses 
in the country.

that mark the way for the transition to a green 
economy.52 Masdar is a live urban space and a live test 
bed for a green city in the making. It includes a research 
institute (Masdar Institute) which is a graduate level 
university affiliated with the Massachusetts Institute 
of Technology (MIT) and dedicated to innovation in 
clean energy. The institute is the first of its kind in the 
region making the UAE frontrunner in the sector.53

Masdar not only hosts the headquarters of International 
Renewable Energy Agency (IRENA), but is also featured 
as a global best practice for its approach to the clean-
tech industry in the Harvard Business Review.54 55
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“Ministerial Cabinet Approves 2015 Budget and Allocates 3.4 Billion Dirhams for Higher Education.” Ministerial Cabinet Approves 2015 Budget and Allocates 
3.4 Billion Dirhams for Higher Education. N.p., 14 Oct. 2014. Web. 09 Sept. 2015
“United Arab Emirates: 40 Years of Progress: Retrospective Analysis of Key Indicators.” (n.d.): n. pag. Crown Prince Court Emirate of Abu Dhabi, 2010. Web. 1 
Oct. 2015.
Indicators of the UAE Higher Education Sector. Rep. N.p.: Center for Higher Education Data and Statistics, Ministry of Higher Education & Scientific Research, 
United Arab Emirates 2012. Print
“Dubai Design District.” Dubai Design District Smart City Comments. Dubai Design District, 2014. Web. 09 Sept. 2015.
“Masdar Launches Shams 1, the World’s Largest Concentrated Solar Power Plant in Operation.” Masdar, n.d. Web. 16 Sept. 2015.
Dossier Expo 2020 Dubai, UAE (2014)
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