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CITIES IN THE SAND: 

HOW COLLAPSE IN 

OIL PRICE CAN 

BOOST TURKEY’S 

CONSTRUCTION 

COMPANIES 
 

In a move to diversify away from crude, create jobs and boost investment in 

post-oil era, Saudi Arabia embarked on an ambitious project to build a series of 

economic cities, special zones in logistics, tourism, industry and finance, an 

entertainment city and a $10 billion financial district.  

Unless it is overshadowed by Turkey’s position in the Gulf Rift lead by Saudis 

against Qatar, SAUDI VISION 2030 can salvage Turkey’s shrinking international 

contracting share. 
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Saudi Arabia has been an eminent figure in shaping and moulding the Middle Eastern region into 

one of the world’s most important energy hub. Geographically, economically, and culturally, the 

Kingdom is the heart of the Arab and Islamic worlds. Oil is an integral facet of the nation’s history, 

with oil-based revenues accounting for an overwhelmingly significant portion of Saudi Arabia’s 

economy. 

Today, Saudi Arabian oil exports constitute 25% of the proven world reserves. The nation’s wealth 

and economic strenght has developed enormously as it took full advantage of the insatiable 

demand for fossil fuels, and quickly grew into a global powerhouse. The country’s construction 

sector contributed around 8% of Saudi Arabia’s total gross domestic product (GDP), making it the 

largest construction market in the Middle East. Around 67% of construction investment is direct 

from the government with large-scale projects in the sector for the coming years set to reach 

$800bn, according to recent reports. 

Saudi Arabia had, through the careful and cunning exploitation of domestic resources, shifted from 

an inconspicuous society to a dominant country whose immense wealth and a seemingly 

ceaseless supply of oil was the envy of the world. However, the collapse of the global oil price 

since the summer of 2014 slowly impacted the Kingdom’s public finances –given that it depends 

on oil sales for 90% of state revenues. The Kingdom’s budget deficit for 2015 swelled to 15% of its 

GDP. 

SAUDI VISION 2030, A BITTER PILL TO SWALLOW 

In the foreword of 86-page blue print 
announced in April 2017, it says “All 
success stories start with a vision, and 
successful visions are based on strong 
pillars”. 
 
The first pillar described in the document 
is Saudi Arabia’s status as the heart of the 
Arab and Islamic worlds which defined as 
a “gift more precious than oil”.  
 
The second pillar of the vision is our Saudi 
Arabia’s determination to become a 
“global investment powerhouse”.  
 
The third pillar is described as 
transforming Saudi Arabia’s unique 
strategic location into a global hub 
connecting three continents, Asia, Europe and Africa, praising the Kingdom’s geographic position 
between key global waterways as an epicenter of trade and the gateway to the world. 

INTRODUCTION 

“Lower forever” trend in oil prices haunts the oil-rich Kingdom 

Crown Prince Salman champions the oil-independent Arabia 
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“LOWER FOREVER” IN OIL PRICES: WHAT DOES IT MEAN FOR THE SAUDIS? 

As OPEC’s most significant member and one of the largest crude oil producers in the world, Saudi 

Arabia typically exerts considerable power over global energy market trends. Yet for the last year, 

the oil giant has been largely reacting to events outside of its control: surging U.S. shale 

production, uncertain demand and a persistent supply glut that has kept prices at or below $50 a 

barrel. 

In 2016, the Saudi economy expanded by 1.4 percent, slowing notably from 4.1 percent in 2015. 

This represents the slowest growth rate since 2002, when overall GDP expanded by 0.1 percent. A 

smaller increase in oil production, by 2.4 percent, meant a slower oil sector growth at 3.4 percent. 

Meanwhile, annual growth in the non-oil private sector was nearly flat at 0.1 percent. Based on our 

outlook for the current year, we forecast overall economic growth to slow further to 0.2 percent in 

2017, owing to negative growth in the oil sector, while non-oil sector growth should accelerate but 

remain weak.  

Seeing what’s coming, the ambitious Saudi Crown Prince promises in Saudi Vision 2030 that they 

are determined to reinforce and diversify the capabilities of Saudi economy, turning their key 

strengths into enabling tools for a fully diversified future.  

As such, Saudis will try to transform Aramco from an oil producing company into a global industrial 

conglomerate, while at the same time transform the Public Investment Fund into the world’s largest 

sovereign wealth fund. The new governance approach will also encourage major Saudi 

corporations to expand across borders to take their place in global markets. 

The oil sector, the largest sector of the economy, accounting for 44.3 percent in real terms at the 

end of 2016 is forecasted to decline marginally, as lower oil will lead to negative growth.  

Saudi Arabia’s full year average crude oil production was 10.5 mbpd in 2016. This was directly a 

result of higher year-on-year crude oil and refined product exports.  
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Going forward, there are obvious implications for Saudi crude oil production following the OPEC 

deal, with recent comments from the Saudi energy minister suggesting that current production 

levels are even lower than the Kingdom’s proposed reduction. Assuming OPEC sticks to proposed 

production cuts, we would expect to see Saudi production cuts being made possible due to lower 

domestic consumption rather than significantly lower crude oil exports. 

Concerns over global economic and regional political risks, as well as a prolonged period of lower 

oil prices continue to be the main risks to Saudi economic outlook. Nonetheless, the implications 

for the Kingdom should not be exaggerated, as markets need to differentiate the Kingdom’s stable 

outlook from other vulnerable economies on the back of the Kingdom’s solid credit profile and 

ample reserves. However, we see any potential delay in implementing the reform plans outlined in 

Saudi Vision 2030 to constitute the biggest risks to Saudi economic growth. 

That is the main reason Saudis will most likely to push harder on the meet the targets defined on 

their National Transition Plan and Vision 2030, which will bring along brand new opportunities to 

Turkish companies, especially in construction sector, which is in a sharp decline in winning 

international contracts since 2014, according to Turkish Constructors Association (TCA). 

 

 

 
Construction plays a crucial role in Turkey’s economic development, accounting for nearly 8-9% of 

GDP and employing almost 2 million people. When the direct and indirect impacts on other sectors 

are taken into account the share of the construction sector in the Turkish economy reaches 30%.  

The constantly growing global competitiveness of Turkish contractors and building materials 

producers, contribute significantly to the balance of payments of Turkey.  

In the period between 1972-2017 March, Turkish contractors have undertaken 9000 projects in 

115 countries, with a total value of 350 billion USD. On the other hand, Turkey is among the 

world’s leading producers of building materials.  

Turkey's unique geographical location contributes a great deal to the global competitiveness of the 

Turkish contracting services abroad.  

Turkey’s strength in the field is not only due to its location, but also the cost-effective service 

provided at international standards, high client satisfaction, credibility in partnerships, extensive 

knowledge and vast experience in a wide variety of projects, familiarity with the business 

environments in the neighbouring regions, qualified manpower and a calculated risk-based 

approach to business.  

 

Losing ground in international markets since 2014 

A new story will help resuscitate the swift deterioration 

TURKISH  

CONTRACTING 
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During 2010-2013 period, the annual volume of international business undertaken by Turkish 

contractors grew by 30% and reached its peak, increasing from 23.3 billion USD in 2010 to 30.3 

billion USD in 2013. In 2014, with a decrease of 11%, the annual business volume realized as 26.9 

billion USD. It continued falling afterwards, accounting for 23.2 billion USD in 2015 and 12.5 billion 

USD in 2016 and 2.9 billion USD in the first three months of 2017. 

Turkmenistan (18.4%), Russian Federation (17.2%), and Iraq (9%) have been the leading markets 

for Turkish contractors in this period. The projects completed in these countries accounted nearly 

half (44.6%) of the total amount of international works while the major fields of activity were 

road/bridge/tunnel (16.1%), housing (11.4%), airport (8.3%), commercial centre (8,1%) and power 

plant (7.2%) projects respectively. 

In 2016 the developments in the conventional markets of the Turkish contracting companies 

affected adversely the activities of Turkish companies and as a result the firms undertook 167 

projects in 54 countries, amounting nearly 12.5 billion USD. With a total share of 39.4%, Qatar, 

Saudi Arabia, Uzbekistan and Bahrain were the outstanding markets in 2016, according to 

Association of Turkish Contractors. 

The total value of the projects completed in 2016 was quite low compared to the last three years. 

This situation was occurred due to the political and economic difficulties recently experienced in 

the North African, Middle Eastern and Eurasian countries which are the most important markets for 

the Turkish contractors. Especially unfavourable developments in Iraq and Libya, which have 

always been among the leading markets for Turkish contracting, is the main reason for this 

decline.  

The Red Sea project, however, can serve as a spring board to Turkish international contracting in 

distress. 
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Saudi Arabia recently unveiled a plan 

comprised of transforming 34,000 square 

miles into a tourism heaven as part of Vision 

2030. The development spans 50 

untouched islands in the Red Sea and once 

completed, it is expected to create 35,000 

jobs and add $4 billion to the economy per 

year. 

Located between the cities of Umluj and Al 

Wajh, 'The Red Sea' aims to capitalize on 

the region's natural and cultural merits, as 

well as developing world class leisure and 

entertainment facilities, to become a 

destination of choice for as many as 1 

million visitors per year in less than two 

decades. 

Phase one is set to start in autumn 2019 

and complete in late 2022. This will involve 

the development of hotels, residential units, 

an airport and seaport, and other 

transportation links. 

"Launching this project as an international 

tourist destination comes as a confirmation 

of the success of the outputs of the 

Kingdom Vision 2030, pointing out that this 

project represents great addition to the 

development and renaissance projects in 

our country," Saudi Arabia's Minister of 

Culture and Information Dr. Awad bin Saleh 

Al-Awad said in a press announcement 

Tuesday. 

The launch comes as part of Saudi Arabia's 

wider 'Vision 2030' plans, which aim to 

reduce the Kingdom's dependency on its 

natural oil reserves. 

 

THE MEGA PROJECT 

50 islands and 34,000 square kilometres in Red 

Sea coats will become new Mecca for tourism  

Ground breaking expected in 2019, first phase by 

end of 2022 
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DIAMONDS IN THE SAND: A NEW ERA OF ECONOMIC WEALTH AND PROSPERITY  

As OPEC’s most significant member and 

one of the largest crude oil producers in 

the world, Saudi After relying on oil to fuel 

its economy for more than half a century, 

Saudi Arabia is turning to its other 

abundant natural resource to take it 

beyond the oil age -- desert. The kingdom 

is converting thousands of square 

kilometers of sand into new cities as it 

seeks to diversify away from crude, 

create jobs and boost investment. 

In the past month alone, the world’s 

biggest oil exporter has announced two 

major developments -- one covering an 

area bigger than Belgium and another 

almost the size of Moscow. That’s on top 

of plans to build a series of so-called 

economic cities -- special zones in 

logistics, tourism, industry and finance, 

an entertainment city and a $10 billion financial district. The largest two of those cities are King 

Abdullah Economic City in Rabigh (KAEC) and Prince Abdulaziz bin Musaid Economic City in 

Hael. 

King Abdullah Economic City in Rabigh (KAEC) 

 Location: Built at a pristine location off the Red Sea north of Jeddah  
 Focus: port and logistics, light industry, and services  
 Size: 168 million square meters  
 Investment size: US $ 27 billion  
 Employment: 1 million jobs  
 Population: 2 million people  
 Components: - Modern World-Class Seaport - Industrial District - Financial Island - 

Education Zone - Resorts - Residential Area  
 

Prince Abdulaziz bin Musaid Economic City in Hael 

 Location: On the crossroads of trade and transportation routes for the MiddleEast 
 Focus: Logistics, agribusiness, minerals and construction material 
 Size: 156 million square meters 
 Investment size: US $8 billion 
 Employment: 55,000 new jobs 
 Population: 80,000 people 
 Components: 

o Logistics & transportation Center, Dry Port, International Airport 
o Petrochemical Industries Center, Business Center, Knowledge Center 
o Agriculture industries, Mining Center, Entertainment Area 
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A DISPUTE DEEP INSIDE 

On June the 5th 2017, the governments of Saudi Arabia, the United Arab Emirates (UAE), Bahrain, 

and Egypt severed diplomatic relations with Qatar, moved to expel Qatari diplomats, recalled their 

ambassadors from the Qatari capital, Doha, and imposed limits on the entry and transit of Qatari 

nationals and vessels in their territories, waters, and airspace.  

Qataris currently in these countries 

were given 14 days to leave. 

Qatar's Foreign Ministry expressed 

"deep regret" at these steps, 

calling them "unjustified" and an 

attempt to impose "guardianship" 

and thus violate Qatari 

sovereignty. The sanction 

announcements rippled through 

energy and financial markets and 

caused fears of food and import 

shortages in Qatar during 

observance of Ramadan.  

The sanctioning governments have 

a range of grievances with Qatar's government, including concerns about Qatari support for 

nonstate actors such as the Muslim Brotherhood, and what they regard as Qatari attempts to 

meddle in other Arab states' internal affairs. Official Saudi and Emirati statements also cite 

concerns about Qatar's stance toward Iran, with which Qatar maintains relations and shares 

lucrative natural gas reserves.  

Oman and Kuwait have closer ties to Iran than does Qatar and did not join the Saudi-led move. 

Several regional countries, including Iran, have called for dialogue to resolve the dispute. After the 

State Department called for quicker action to resolve the crisis on June 20, the concerned 

countries presented a list of specific demands to Qatar on June 22.  

Kuwait continues to mediate the dispute. The long-standing nature of the concerns enumerated by 

the governments who have imposed the sanctions has left international observers speculating 

about the timing of their imposition and possible motives for action now.  

Qatari Emir Tamim bin Hamad al Thani participated in the May 2017 U.S.-Gulf summit and met 

with President Donald Trump. In the wake of the summit, tensions escalated rapidly amid claims 

and counterclaims of clandestine media and influence campaigns, Internet hacking, and 

inflammatory official statements. 

 

FORBIDDEN LOVE 

AFFAIR WITH QATAR 

The Gulf Rift overshadows low-hanging fruits 

Turkey struggles to manage its relations with 

both Saudi Arabia and Qatar at the same time 
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Since a 1995 leadership change, Qatar has used its ample financial resources to implement a 

foreign policy characterized by engagement with a wide range of regional actors and frequently in 

contradiction to the policies of Saudi Arabia and other members of the GCC. As noted, Qatar has 

embraced Muslim Brotherhood-linked groups, arguing that they represent a moderate political 

Islamist movement that can foster regional stability.  

Qatar has engaged Israeli officials and hosted leaders of the Palestinian Islamist group Hamas, 

and maintained ties to Iran even while maintaining defense cooperation with the United States that 

is largely directed at containing Iran.  

Qatar, like some of the other GCC states, has sought to shape the outcome of regional uprisings 

since 2011, in some cases using its own military forces, such as in Libya. In Syria, Qatar has 

joined other GCC states in assisting groups opposed to President Bashar Al Asad, but some of the 

Syrian groups Qatar has helped have been accused of having ties to Al Qaeda.  

In March 2014, these and related differences—including over the 2013 military overthrow of an 

elected Muslim Brotherhood-linked President of Egypt—widened to the point where Saudi Arabia, 

UAE, and Bahrain withdrew their ambassadors from Doha. The Ambassadors returned in 

November 2014 in exchange for mutual pledges not to interfere in each other's affairs, but the 

underlying policy differences remained. 

QATAR: WHAT DOES IT MEAN FOR TURKEY? 

“Turkey possesses deep-rooted 

friendship and fraternity ties with 

Qatar and enjoys excellent relations. 

The bilateral relations between the 

two countries are rapidly improving in 

all fields. Intensive bilateral visits at all 

levels and in all fields, add a major 

impetus to bilateral relations between 

Turkey and Qatar. Both countries also 

closely coordinate and cooperate on 

regional issues.”, according to an 

official statement by Turkish Ministry 

of Foreign Affairs.  

 

The Supreme Strategic Committee between Turkey and Qatar was established in 2014 as a 

bilateral mechanism for high-level dialogue and cooperation. The first meeting of the Committee 

convened in Doha on 2 December 2015. Its second meeting took place in Trabzon on 18 

December 2016 under the chairmanship of the President of Turkey, Recep Tayyip Erdoğan and 

the Emir of Qatar, H.H. Sheikh Tamim bin Hamad Al-Thani. In those two meetings, numerous 

agreements, protocols and memoranda of understanding were signed between Turkey and Qatar, 

which will improve cooperation between the two countries in various fields. Cooperation with the 

Gulf Cooperation Council (GCC) constitutes another pillar of Turkey’s bilateral relations with Qatar. 

In this regard, the High Level Strategic Dialogue mechanism existing between Turkey and the 

GCC also provides a useful platform for Turkey’s cooperation with Qatar on bilateral and regional 

issues.  
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As of 2016, the bilateral trade volume between Turkey and Qatar (excluding petroleum and its 

derivatives) stands at 710 Million USD. The value of projects Turkish construction companies have 

so far undertaken in Qatar exceeds 15 Billion USD. The Qatari capital has a steadily increasing 

interest in Turkey, which already possesses important investments in the country. 

Just recently, Turkey and Qatar signed 15 new trade and cooperation agreements in the food and 

construction sectors and the pharmaceutical industry. Aside from the food and construction 

sectors, agreements in transport, logistics and the plastics industry were also signed, according to 

Qatar's Chamber Acting Director General Saleh Hamad al-Sharqi. 

Turkey's exports to Qatar totalled $52.4 million in June 2017, while they reached $36.2 million in 

May 2017. Turkey's imports from 

Qatar amounted to $23.7 million in 

June, compared to $19.6 million in 

May.  

 

Turkish exports to Qatar increased 

51% in August as the bilateral trade 

volume between the countries 

reached $600m in the first half of 

this year. Since June 5, Turkey has 

sent more than 220 cargo-planes of 

daily use items. 

 

A DELICATE BALANCE TO BOLSTER: QATAR VERSUS SAUDI ARABIA  

Turkey has embraced the year 2016 with an ambitious 

outreach; the prospect for a strategic partnership with 

the Saudis. In his two-day visit to Riyadh in December 

2015, President of Turkey, Recep Tayyip Erdoğan met 

King Salman of Saudi Arabia, as well as other 

prominent figures of political and economic scene.  

This was the third and the last visit by Turkish President 

to the Arabian Peninsula in 2015, yet the most fruitful 

one. Two countries decided during that visit to indulge in 

a “Strategic Partnership” which will be nursed by a ‘High 

Level Strategic Cooperation Council’ with economic, 

energy, foreign policy and defense aspects. 

Economic and commercial cooperation with Saudi 

Arabia constitute a major pillar of Turkey’s relations with 

the latter. By the end of 2016, the trade volume between 

Turkey and Saudi Arabia has reached 5 Billion USD. 

Saudi Arabia also has an important place in Turkey’s 

construction sector.  
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The construction projects Turkish constructors have undertaken in Saudi Arabia since 1972 

amount to 17 Billion USD. Saudi Arabian firms also have various investments in textile, food, 

banking, foreign trade, real estate and tourism sectors in Turkey.  

Data reveals that Turkey, in the last version of the Gulf Rift, is literally “caught in the middle”. 

Another fact we need to deduct from this conundrum is that Turkey’s taking side with Qatar is 

absolutely political, rather than trade or economic reasons.  

If managed well, the mega projects in SAUDI VISION 2030 could very well boost Turkish 

international contracting, already in a stalemate. 

But, when politic reasoning overrides economic rationale in bi-lateral relations, companies should 

take a step back and start reviewing their current and future plans.  

 

 

A CEO is the top executive responsible for a firm's overall operations and performance. He or she 

is the leader of the firm, serves as the main link between the board of directors (the board) and the 

firm's various parts or levels, and is held solely responsible for the firm's success or failure.  

One of the major duties of a CEO is to maintain and implement corporate policy, as established by 

the board. Also called President or managing director, he or she may also be the chairman (or 

chairperson) of the board. 

The responsibilities of an organization's CEO are set by the organization's board of directors or 

other authority, depending on the organization's legal structure. They can be far-reaching or quite 

limited and are typically enshrined in a formal delegation of authority. The communicator role can 

involve speaking to the press and the rest of the outside world, as well as to the organization's 

management and employees while the decision-making role involves high-level decisions about 

policy and strategy. As a leader of the company, the CEO or MD advises the board of directors, 

motivates employees, and drives change within the organization. 

WHAT HAPPENS WHEN CEOs GET TOO CLOSE TO POLITICS? 

We have two significant experiments at hand. First one is CEOs, themselves acting in a PR movie 

in Turkey called “Discover Your Story”. CEOs of 17 global companies operating in Turkey have 

taken part in promotional films recently within the framework of "Discover Your Turkey Story!" 

campaign. It was a well-thought campaign by Turkish authorities but it did not yield a happy ending 

for some CEOs due to public outcry back in their companies’ home countries. Swiss based 

companies Nestle and Novartis told press back in April 2017 that they are considering their 

involvement due to political reasons, giving a hard time for their CEOs. 

 

 

HOW YOU SHOULD 

ACT ON THIS? 

Corporate Political Activity is a crucial non-

market strategy 

Politics is a burden too heavy to carry for CEOs  
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The second experiment is a more recent one. President Donald Trump dismantled two high-profile 
CEO councils very recently amid a wave of resignations and criticism over his response to white 
supremacist and white nationalist demonstrations in Charlottesville, Virginia. Top corporate leaders 
serving on Trump’s main advisory panel reportedly voted Wednesday to disband, following the 
president’s controversial remarks. 

“Rather than putting pressure on the businesspeople of the Manufacturing Council & Strategy & 
Policy Forum, I am ending both,” the president said on Twitter, putting an end to the bitter story 
that went terribly wrong. 

Both experiments indicate that there is a delicate balance between the business and politics and 
how they interact with each other in the long run. 

Governments are no different than the sun to companies and to CEOs in particular. If they get too 
close, they burn, is they get too distant they freeze. Dealing with a whole bunch of problems day in 
and day out, CEOs are not very well suited in most cases to carry the heavy burden of establishing 
right distance from the source of power. 

In house government relations professionals might also become a liability to companies as they 
tend to develop very close – personal in most cases – relations with decision makers in 
governments, putting the company in an awkward position that the intermediary person between 
the company and the politicians himself/herself becomes a power broker inside the company. 

CORPORATE POLITICAL ACTIVITY (CPA) AS A NON-MARKET STRATEGY 
 
The healthiest solution in dealing with complicated matters as it is in the case with Turkey-Qatar-
Saudi Arabia triangle is to handle and treat Corporate Political Activity (CPA) as a non-market 
strategy. 

While the CPA can be defined as a way to pursue strategic goals through political and social 
leverage, treating it as a non-market strategy will help companies gain soft power and influence 
and use them to their competitive advantage.  

Through CPA as a non-market strategy, companies can reshape the rule of the game through laws 
and regulation. It can also be driven by social pressure, media and education.  

Managing CPA as a non-market strategy also invite firms to care about their reputation, values and 
social impact. 

For more on how we can help you building and running your Corporate Political Activity as a non-
market strategy contact the POC for this White Paper. 

Gokhan Taymaz  
Managing Partner, Strategy & Business Development  
QU4TRO Strategies&Consulting  
E-Mail: gokhan.taymaz@quatrostrategies.com 
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