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Technical services in Dubai include services being rendered
in the fields of architecture, engineering, surveying, testing
and analysing, and others (aircraft maintenance, inspection,
marine services, etc). The Dubai Chamber of Commerce
and Industry (DCCI) membership database as of the 4th
quarter of 2006 contained information on 212 technical
service companies. Together these companies have invested
approximately AED 279 million in Dubai and jointly
earned an annual income of AED 984 million in 2006.
According to the membership database, this activity
employs approximately 5,493 workers.

In the 4th quarter of 2006, the DCCI gathered information
on the conduct, structure and performance of technical
service companies as part of the survey on Dubai business
services sector. About 38 per cent of 212 technical services
companies listed with the DCCI membership database in
that quarter responded to the survey. Among the
respondents, 41 per cent are actively involved in
engineering, 19 per cent in architecture, 10 per cent in
surveying, 5 per cent in testing and analysing and the
remaining in other related services.
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Figure 1: Distribution of responses by technical
service activities (%)
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Employment and Skills

The employment structure for the purpose of this study was
classified into three categories with 1 to 9 employees being small
sized, 10 to 49 employees as medium sized and 50 plus employees
as large sized companies. Unlike other sectors covered in the
business services survey, it is worth mentioning that this sector
shows an even distribution of size. As regards to the utilization of
skills, 75 per cent of workers within technical services sector are
skilled with at least a university degree and the remaining 18 per
cent are low skilled having attained high school diplomas and 7
per cent having no school qualifications.

Market Performance

Survey results show that about 46 per cent of companies in the
technical services sector earn an annual turnover below 5 million
and about 54 per cent of companies earn above 5 million.
However, it is important to note that no company involved in
this activity is making negative profits and almost all companies
within this sector are extremely optimistic about the growth and
expansion in the coming 5 years. About 62 per cent of companies
expect a profit growth of 10 per cent and more, while 28 per cent
expect a profit growth between 5 per cent to less than 10 per cent
and 10 per cent expect a profit growth of less than 5 per cent.

Market Expansion

Dubai’s technical services market is more domestic oriented as 73
per cent of respondents mentioned to have clients in the UAE
while 27 per cent of them mentioned clients outside UAE. The
latter indicate that they have provided international service over
the last 5 years to the following countries.

Table 1: Distribution of Dubai technical services provided
in the last 5 years by country (%)

Majority of the companies within this sector (72%), plan to
expand their businesses by penetrating into new markets.
Whereas 13 per cent of them plan to engage in mergers and
acquisitions and 13 per cent plan to expand through vertical
integration. About 2 per cent of companies mentioned other
means of expansion such as increasing production capacity.

Growth Constraints

The pressing issues within this sector make it difficult for
technical service companies to carry out their business operations
smoothly. About 27 per cent of respondents seem to experience
tough competition (67 per cent of them perceive the competition
level to be between high to medium). Similarly, about 27 per cent
of the respondents experience limitations with regards to high set-
up costs. This can be attributed to the fact that technical service
companies use costly high-end technology and highly skilled
labor to conduct their services (See figure 2).

Figure 2: Distribution of companies according to entry
barriers faced by their business (%)
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The technical services companies in Dubai use a variety of
methods to acquire new assignments within the market. The
most successful channel is through business contacts with 38%
followed by tendering with 32%, then personal networking with
18%, business association with 10% and only 1% of businesses
use other channels. Assignments acquired by 52 per cent of the
companies within the sector are undertaken fully in-house,
whereas 41 percent are partly subcontracted, 7 per cent are
entirely subcontracted.

Source: DCCI Survey, Ocrober 2006

The respondents also confirm that high cost of doing business is
not only an entry barrier but also the most pressing issue within
the sector (See table 2). Additionally, lack of skilled labor,
restrictive laws and regulations, access and parking, poor quality
market standards, lack of finance and logistics are also making it
difficult for existing companies and new market entrants to
expand their business.

Table 2: Distribution of companies according to pressing
issues faced by their business (%)

Entry Barriers Per cent
High cost of doing business 24%
Lack of skilled labor 15%
Restrictive laws and regulations 13%
Access and parking 13%
Absence of quality standards 12%
Lack of finance 11%
Lack of Logistics 9%
Others 3%
Total 100%

Source: DCCI Survey, October 2006

It is clear from the above, that the technical service activities are
highly dynamic within the Dubai economy and their prospects
for growth are considerable. The market players are optimistic
about the future profitability inspite of the challenges that
currently facing the sector. However, there are plenty of
improvements areas, where the government and private sectors
are jointly have to venture in.



Recently, the Euro has been rising against the US Dollar in the
foreign exchange markets. The question that begs itself: is this a
recent phenomenon or a general trend over time? This article
endeavours to answer this question by tracing the developments
in the spot exchange rate between the Euro and Dollar the since
the launch of the Euro in 1999 till the end of 2006.

Euro-Dollar exchange rate

Figure 1 shows the quarter (abbreviated as Q) exchange rate
between the Euro and the Dollar during the period 1999Q1-
2006Q4. Initially, the Euro fell sharply vis-a-vis the Dollar from
$1.1216 in 1999Q1 to $ 0.8766 in 2002Q1, which gives a
quarterly cumulative decline rate of 2 per cent. Then, this
declining trend of the Euro has been reversed to a rising trend
that culminated in $1.3113 in 2005Q1. This gives a quarterly
cumulative growth rate of 3 per cent during the period 2002Q1
and 2005Q1. When comparing the Euro-Dollar exchange in
1999Q1, when the Euro was first launched which was $1.1216,
to its value in 2006Q4 which was 1.2887, we find that the Euro
rose by a quarterly cumulative rate of 0.45 per cent. When the
analysis is taken to a higher aggregate level, that is annual instead
of quarter, then the overall picture becomes even clearer.

Figure 2 shows the annual exchange rate (average of rates during
the year) between the Euro and the Dollar during the period
1999-2006. As the figure shows, during the first two years of the
launch of the Euro, it was falling against the Dollar. Then, a
persistent rising trend has followed and it has been sustained for
the following years. The sharpest rise of the Euro was between
2002 and 2003 and to some extent between 2003 and 2004.
Overall and during the period 1999-2006, the Euro increased
annually by an average rate of 3 per cent against the Dollar. The
rise of the Euro has been observed since 2001 till the end of 2006
and this trend is expected to continue for a while, although it has
relatively stabilized since 2004.

Factors causing the fall of the US Dollar

There are several factors that explain the fall of the US Dollar and
these are, among others, (i) The rising US current account deficit:
the current account deficit stands at more than 6% of gross
domestic product. To put that into perspective, most economists
believe that 4% represents the danger point for an economy (ii)
The increasing US government budget deficit: much of that
deficit is a result of the Bush administration's tax cuts and
spending associated with military operations in Iraq and
Afghanistan and homeland security (iii) the increasing debt of US
households: households’ debt relative to their income has
increased to new highs in recent years, posing questions about the
likely economic effects of this debt growth (iv) the burst of the US
stock market bubble: since the bursting of the bubble the US has
become a relatively unattractive destination for foreign private
capital and consequently the demand for Dollar-denominated
corporate stocks has been falling (v) The historically low US
interest rate: Low rates discourage the attraction of foreign
investors’ savings to prop up the US deficit since attracting
foreign investors is by offering them a decent return on their
funds not a lower return (vi) the US corporate accounting
scandals: Following these scandals foreign investors become wary
of corporate America and the consequent loss of investors'
confidence.

Figure 1: Quarter Euro-Dollar exchange rate
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Figure 2: Annual Euro-Dollar exchange rate
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For all these reasons, among others, it is clear that the foreign
exchange markets are beginning to correct for the US excessive
economic imbalances by forcing the US Dollar down, which is
rightly predicted by economic theory.

It is expected that the Dollar will slide more against the Euro in
case of more US involvement in Irag and Afghanistan and in the
event of a war with Iran. On the other hand, it is likely that the
Dollar will recover if the coming US presidential election brings
a policy shift away from the current US policies that have
contributed to the fall of the Dollar.

Economic implications for UAE economy

Since the UAE Dirham is officially pegged to the US Dollar in a
fixed rate, the depreciation of the Dollar vis-a-vis the Euro means
that the UAE imports from the EU priced in Euro (which
constituted 23 per cent of total UAE imports in 2004 and 2005)
become more expensive because more UAE Dirhams are needed
to pay for these relatively expensive imports. Also, the Euro-
purchasing value of the UAE oil revenues, which are Dollar
denominated, falls due to the rising Euro (but the rising oil prices
may compensate for that). Furthermore, the Euro-purchasing
power of the UAE official foreign exchange reserves, which are
largely Dollar-denominated, is expected to be negatively affected
by the rise of the Euro. On the other hand, the depreciation of
the Dollar vis-a-vis the Euro means that the UAE exports to the
EU, become cheaper because less Euros are needed to pay for
them. This is likely to increase the EU demand for UAE exports.



US 11-month total trade with GCC in 2006
exceeds previous year’s total by 8.7%

US reported total trade of USD 53.8 bn with GCC for the first 11 months of 2006,
or 8.7% higher than the total value for the whole year of 2005. By country, Saudi
Avrabia was the largest partner, accounting for total trade valued at USD 36.4 bn or
62% of the total, while trade with UAE was valued at USD 12.2 bn or 21% of the
total (Table 1). Trade with the other GCC-member countries was valued at USD
9.7.bn, with trade with Kuwait reaching USD 5.5 bn; Oman, USD 1.7 bn; and
Bahrain, 1.0 bn.

Table 1: Value of USA’s trade with GCC member countries
by flow. Jan-Nov 2006

A change in US export pattern to the GCC in the recent years is evident in Figure 2.
In the 1990s, Saudi Arabia dominated export trade between US and GCC countries,
while exports to UAE remained stable and almost equal to the combined exports to
the remaining GCC countries. Changes in the pattern started in the beginning of
2000 when exports of aircrafts and associated equipment and parts to UAE
accelerated. Thereafter, exports to Saudi Arabia started to decline, while exports to
UAE and to the other GCC countries grew. By 2005, UAE became the largest export
market of US in the region

Figure 2. USA's monthly exports to GCC by country,
Jan 1992 to Nov 2006
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and petroleum products. On the other hand, imports of the same products from UAE
constituted only 16% of US imports from UAE. Imports of nonferrous metals and
garments contributed 19% and 13%, respectively.

UAE was the largest export market of US in the GCC, absorbing nearly half (49.1%)
of US exports to the region. Major exports to UAE were machineries (USD 203 mn)
and transport equipment (USD 548 mn) consisting predominantly of aircraft and
associated equipment and parts thereof. The same product groups dominated US
exports to Saudi Arabia, valued at USD 251 mn (machineries) and USD 180 mn
(transport equipment). The latter, however, consisted primarily of motor cars.
Although at much lower values, these products likewise dominated US exports to the
other GCC countries.

Large US imports of petroleum and petroleum products from Saudi Arabia and
Kuwait resulted to trade deficits for US of USD 22.4 bn and USD 2 bn, respectively.
US trade deficit from Oman and Bahrain stood at barely USD 100 mn each. On the
other hand, US realized a surplus of USD 9.6 bn from trade with UAE, and another
USD 1 bn from trade with Qatar. Thus, trade deficit from trade with GCC stood at
an 11-month total of USD 14 bn.

Saudi Arabia remains as US largest import market, but export pattern changes
Saudi Arabia is USA’s biggest supplier of petroleum and petroleum products in the
GCC. With imports from GCC dominated by the said products, Saudi Arabia
continues to dictate the level and pattern of US imports from the GCC. This is clearly
seen from the value of monthly imports of US from the GCC from 1993 to 2006, as
shown in Figure 1. On the other hand, imports from UAE and from the rest of the
GCC remained relatively small, though slightly increasing in the recent years.

Figure 1. USA's monthly imports from GCC by country,
Jan 1992 to Nov 2006

Source: US Census Bureau (wwuw.census.gov)

Annual values of trade between UAE and US from 1996 to 2005 are shown in Figure
3. Despite monthly surges in US exports to UAE in prior years, it was only in 2005
that annual value surged to an annual growth of more than 100%. During the year,
US exports of transport equipment to the UAE reached USD 4.4 bn, or 52% of the
total value of US exports to UAE

In 1996, US imports of garments from UAE were valued at USD 206 mn, or 42% of
the total. The annual value, however, had been relatively stable so that the value of
USD 227 mn in 2005 represented only 15% of the total imports of US from UAE.
Similarly, despite the increase in the value of US imports of organic chemicals from
the country, from USD 108 mn in 1996 to USD 197 mn in 2005, the relative share
of the products to the total import value declined from 22% to 13% over the same
period. On the other hand, US imports of nonferrous metals increased from barely
USD 3 mn in 1996 to USD 168 mn in 2005, leading to corresponding growth in
share of only 1% to 11%. US imports of petroleum and petroleum products likewise
increased from only USD 6 mn to USD 249 mn over the same period.

Figure 3. US trade with UAE, 1996 - 2005
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Although value of trade with UAE represents but a drop in the bucket with respect to
US total trade with the rest of the world, annual summary indicators of level and
composition of trade for 2000 to 2005 show that both exports and imports of US to
and from UAE are increasing.



Corporate Responsibility

Talking the

The UAE has undergone a profound transformation in the last 30 years and has
emerged as a key economic player both within the MENA region and
internationally. With this emergence the challenges facing the country have also
begun to change. The emphasis has, in general, switched from ‘how best to kick-
start growth’ into ‘how best to sustain it’. There has been, in recent years, a similar
emergence amongst leaders, economists and the International Financial Institutions
regarding the importance attached to corporate responsibility and good governance
in economic growth theory. Both have emerged as integral components and
contributors to sustainable economic development and robust economic growth.

In a recent study conducted by the DCCI and DERC, 403 UAE companies (each
with over 50 employees and stratified into sectors and organizational structure) were
surveyed to asses their commitment to, and achievements in corporate responsibility
(CR).

1- Talking the Talk!

Given that ‘awareness’ is a prerequisite to ‘implementation’, results from UAE
companies were encouraging as 72% indicated that they were either “highly” or
“very highly” aware of CR. The trade sector was found to be the most aware whilst
the manufacturing sector the least. Nearly all companies claimed that their
management was fully committed to CR, with no statistical differences between
sectors, and 86% of company respondents believe that ignoring CR will harm their
financial performance. The restaurants and hotel sector feels this the most and the
construction sector least.

2- Walking the Walk!

Awareness is necessary, but not sufficient! Therefore, the survey also aimed to assess
the extent to which CR is actually being integrated into UAE business. Given that
‘corporate responsibility’ is a generic term it has been stratified into 4 constituent
components; corporate governance, financial transparency, business ethics and
corporate social responsibility.

2-1 Corporate Governance

Given that the corporate governance framework has been designed with the Anglo-
American model in mind, levels of corporate governance tend to vary between
different types of organizational structure.

For this reason, analysis on corporate governance has been sub-divided into family
firms, public joint stock enterprises and government companies. Perhaps
unsurprisingly family and government businesses in the UAE do not adhere
particularly closely to the Western model of corporate governance in comparison to
the public joint stock companies. Whereas 92% of public companies are found to
have corporate governance measures in place, only half of family or government
owned businesses have adopted similar procedures.

Corporate governance in family owned businesses
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2-2 Financial Transparency
Companies within the UAE were found to be extremely financially transparent;
almost all respondents claimed to employ external auditors whilst 72% claim to

in the UAE:
... but walking the walk?

disclose their operating results, management remuneration and financial targets on
a regular basis. Results were not statistically different across sectors.

2-3 Business Ethics

Within the UAE the trade and restaurant and hotels sectors are the most ethically
aware; between 80% and 90% of these companies have: a mission/vision
statement; have their core values and principals formalized; consider business
ethics when selecting a supplier; and have internal rules and guidelines in place to
detect and deal with employee misconduct. In general, the construction sector,
which employs over a fifth of UAE employment, lags behind the other sectors on
these indicators; only 63% have a formal code of ethics or conduct. Similarly, the
construction sector is not as forthcoming as other sectors in offering regular
training to staff to help develop personal and professional potential or in setting
rules to prevent discriminatory behavior.

2-4 Social Responsibility

About 90 percent of companies in the UAE reportedly comply with UAE
environmental law. However, only half actually assess their environmental impact
and only a minority of trade sector firms. On average two thirds of companies
claim to have effective internal measures in place to sanction environment-
harming activities, however, once again the construction sector lags with only half
of its companies.

Of the respondents, 65% of companies engage in goodwill projects in the
community. However, on average less than half of UAE companies actually have
clear policies on how to spend resources to obtain their social goals.

3. Benchmarking

Overall UAE firms appear to be taking steps in the right direction; the majority of
companies have policies in place in employee behavior, health and safety, staff
development, financial transparency and governance.

It is evident from the research, however, there is still considerable room for
improvement especially in the areas of anti-discrimination, environmental impact,
consumer policy and work-life balance where only a minority of firms has policies
in place.

Benchmarketing CR: Usage of international guidence,
acording to company type, in the following areas
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The research also highlights the differentiation between levels of CR and type of
firm in the UAE. Family businesses in general rank relatively low in the
implementation of CR which, given their prevalence within the UAE (estimated
at 54% of UAE total employment), focuses the need for improvement. Public
joint stock companies, conversely, ranked the highest with some impressive and
encouraging results, especially with respect to corporate governance and in leading
the way in adhering to international guidelines and standards.



