Why it could pay to get wise to Dubai’s investment potential
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The lift in the Burj Khalifa takes just 55 ear-popping seconds to climb to the 124th –floor viewing deck of the world’s tallest building and Dubai’s latest record-breaking triumph.
Though short, the journey itself is a sensory experience as its occupants soar skywards barely feeling movement in a sleek black box that is part-tardis, part glass elevator from Charlie and the Chocolate factory.
What better metaphor for the meteoric rise of Dubai itself from sleepy  backwater  to a tourism, exhibition, financial and export hub ranking 16th among 52 countries in the World Economic Forum’s inaugural Financial Development Index.
Yet, the view from the Burj Khalifa is as illuminating as it is breathtaking.
Wherever you look there are skeletons half-built skyscrapers sitting cheek by jowl with shiny new marble retail palaces and active infrastructural investment in roads, rail and health-care facilities.
While Gulf states have been largely insulated from the worst of the financial maelstrom by the scale of oil revenues, they have not been entirely immune   
The global slow-down bit Dubai in October 2008 – slightly later than the UK. But when it did, it hit some sectors hard – as anyone in the construction, property or hotel business will tell you.
Where once Dubai was in a strong position to deliver finance for ambitious commercial and residential projects, the funds for speculative development all but dried up, hence the number of construction sites that lie mothballed across the city.
The last 15 months have challenging but the start of 2010, while by no means perfect, has seen more confidence return to the market.
Dubai’s state business ventures are now underpinned by the security of $15billion of bonds underwritten by oil-rich Abu Dhabi, whose government has stepped with a restructuring fund for the multi-faceted Dubai World conglomorate.     
Some even point to the advantages of a property crash such as the reduction in rental and purchase prices which has been a key factor in inflation reducing from 18.5% in 2008 to its current level of 2.5%.
Now more cost-effective than it has been for some time, it is a dynamic and liberal place from which to do business with markets with high growth potential such as Qatar and Abu Dhabi.
John Rendall, CEO for HSBC in Scotland says businesses are right to be wise to the potential of Dubai and its neighbour as an attractive market.
He says: “Dubai offers a first class infrastructure, pro business government policies and a growing number of free zones, such as Jebel Ali.
 “Free zone incentives include 100 per cent foreign ownership, exemption on all import and re-export duties and 100 per cent repatriation of capital and profits; it’s also relatively easy to set up business there.” 
Most analysts agree 2010 will be another challenging year for Dubai – but in a robust economy which is reliant on Abu Dhabi not international banks.
But with predictions this year of 8% growth in Abu Dhabi and 12%  in Qatar (the fastest on the planet)  the focus remains on a  2030 plan which, in Abu Dhabi alone, will see billions committed to everything from a carbon neutral city development and carbon capture plant to a $24billion Formula One complex at Yas Marina.
This is not a region intent on standing still. Currently under construction along Abu Dhabi’s coastline and through five new islands is a 10-lane highway that will stretch more than 50km.

At the moment there is nothing on its horizon but sand and dust. It will not remain this way for long– and there are opportunities for Scottish organisations and businesses to play their part in helping realise them. Some already are. 
Professor Brian Smart points across the desert to a building site where the foundations of Heriot-Watt’s new Dubai campus are rising from the sand.
Behind him, in the grandly-named International Academic City development, is the university’s current campus, which in its first five years has seen its student population swell to 1400 under-graduate and post graduate students studying a wide range of subjects from petroleum engineering to fashion design.
Professor Smart justifies the relevance of the university’s decision to operate there in far more than simply financial terms.
Heriot-Watt, he says, was created in with the purpose of developing the nation’s economy. Locating in UAE, he would argue, is a progression in sharing that knowledge.

It appears to be paying off. In the past academic year, while many of his international competitors have seen their student numbers plateau, Professor Smart, Executive Dean and Head of Dubai Campus, has delivered a 30% growth
He attributes success to a number of factors. The universitys can rightly claim almost 200 years of academic heritage and a placing in the top 5% of universities worldwide.  All of its teaching staff are recruited directly by the university to the same standards as their Edinburgh-based equivalents - unlike a number of rival institutions in the region  who leave academic recruitment to their third-party service providers. Perhaps most important of all, however, is the fact that the programmes offered are relevant and the academic performance of the students exceptional – winning a disproportionate share of the University’s prizes and degrees with distinction.
Professor Smart, believes, Scotland’s universities could learn a great deal from the delivery model Heriot-Watt has created here, not least in the development of a teaching framework which allows students to complete their MSc degree through part-time evening study.
Professor Smart points to the success of a part-time post-graduate student, whose company (which he was able to continue running while studying for his degree) secured the contract for the high-tech glass and metal cladding on the soaring Burj Khalifa. 
Is not, however, a market for the faint-hearted. But for those who have the right product, the right focus and who can adapt to an operating environment that is very different, then there is a wealth of opportunity.
Preparing well with careful research, strategic planning and informed assistance are all invaluable tools that can be applied in Scotland.
At the end of the day, though, it has to be seen and experienced. Theory is all very well but as the Scots businesses who engaged in last week’s SCDI Trade Visit will concur, nothing really beats having your feet on the 124th floor of the  the Burj Khalifa and taking in the view.
Janette Harkess is Director of Policy and Research for SCDI.

SCDI’s Trade Visit Programme – now in its 50th year - is supported by SDI & UKTI
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