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WELCOME
“We are delighted to be involved with an event on such
an important topic. Our future prosperity depends upon
our ability to continue to diversify our economy – and in
order to do that we need to be able to create a supportive
business environment in which the private sector can
thrive. I look forward to the event and to hearing more
from companies and entrepreneurs about what more
we can do to meet their needs going forward.”
H.E. Khalid Al Rumaihi
Chief Executive, Economic
Development Board

“We are pleased to welcome you all to the KHCB’s
Economic Diversification Forum under the theme of
‘Working Together for a Sustainable Future’. Where we
will be dedicating two full days to focus on the economic
diversification of the economy of our beloved country.”
Dr. Ahmed Al-Mutawa

Chairman, Khaleeji Commercial Bank

“Amidst a current economic market structure comes
exciting potential for growth and change that is without
doubt around the corner. We’ve brought in the top tier
experts to deliver an exciting wide range of topics from
Bahrain and abroad to benefit the human capital of
Bahrain. “
Dr. Ahmed Al Shaikh
Director, Bahrain Institute of
Banking & Finance

2

Working together for a sustainable future

ABOUT
THE ECONOMIC DIVERSIFICATION FORUM
KHCB’s
Economic
Diversification
Forum
was
organised by Khaleeji Commercial Bank and the BIBF
under the patronage of His Excellency Khalid AlRumaihi, Chief Executive of the Bahrain Economic
Development Board (EDB). It was held over two days,
from 19-20th November 2017.

The first event of its kind, the forum was aimed at
raising awareness about how a diversified economy
can create positive impacts for the businesses within it,
for individuals, and for society at large.

FORUM COMMITTEE

Mohammed Abdulla
Chairman

Ahmed Naeemi
Project Manager

Faisal Mohamed
Committee Member

Soubah Al Zayani
Committee Member

Amal Al Sorani
Committee Member

Fatema Al Bin Ali
Committee Member

Maryam Majed
Committee Member

Hala Karmustaji
Committee Member

Economic Diversification Forum

THE ECONOMIC DIVERSIFICATION FORUM POST FORUM REPORT

THE FORUM IN NUMBERS

2

DAYS

6

SESSIONS

200

PARTICIPANTS

2 EXPERT LEVEL PANEL DISCUSSIONS
SECTORS

32%

10%

FINANCE

LEGAL &
CONSULTANCY

12%

10%

EDUCATION

MARKETING &
COMMUNICATION

14%

INFORMATION TECH.

20%

OTHERS

OIL & GAS
ARCHITECTURE
FASHION
DIPLOMACY
TOURISM
INDUSTRY
TELECOMMUNICATION
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INAUGURATION CEREMONY

The forum was inaugurated under the patronage of
H.E. Khalid Al Rumaihi, Chief Executive of the
Economic Development Board.
A welcome note was presented by Dr. Ahmed AlMutawa, Chairman of Khaleeji Commercial Bank, who
stressed that the nation’s strongest asset today is its
young, well-educated, bilingual workforce.
This was followed by an opening address from the
Economic Development Board (EDB), delivered by
Husain Rajab, Executive Director – Business Development
-Manufacturing, Transport & Logistics, at the Economic
Development Board (EDB). Mr. Rajab outlined the
government’s upcoming USD 32 bn expansion projects,
which are expected to have a massive multiplier effect on
the economy, creating jobs and boosting GDP and
exports.

The inauguration ceremony also included a panel
discussion under the topic ‘Is It Crucial for a Country
to Be Economically Diversified to Survive?’. The
discussion was moderated by Dr Jarmo Kotilaine,
Chief Economist—Market & Strategy Intelligence,
Economic Development Board. Panelists included
H.E. Mohammed Al Qaed, Chief Executive, Information
& eGovernment Authority; H.E. Shaikh Khaled Bin
Humood Al Khalifa, Chief Executive Officer, Bahrain
Authority for Tourism and Exhibitions; Mr. Abdulkarim
Bucheery, Vice Chairman, Khaleeji Commercial Bank;
Mr. Mohammed Al Binfalah, Chief Executive Officer,
Bahrain Airport Company; Mr. Abdulhakeem AlKhayyat, Managing Director & CEO, Kuwait Finance
House; Dr. Dawood Nassif, Board Member of Bapco
and Gulf Air; and Dr. Jawaher Al-Mudhahki, Chief
Executive, Education & Training Quality Authority. A
token of appreciation was presented to all panelists,
marking the official opening of the sessions.
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THE FORUM
The forum featured expert speakers and key decision makers who discussed issues of national importance
and outlined key recommendations going forward. They represented industries as diverse as financial
services, technology and manufacturing, and oil and gas, making it a truly diverse and dynamic exchange
of ideas.

MEET THE FORUM EXPERTS

H.E. Mohammed Al Qaed
Information & eGovernment
Authority

H.E. Shaikh Khaled Bin Humood
Al Khalifa

Mr. Abdulkarim Bucheery
Khaleeji Commercial Bank

Bahrain Authority for Tourism and

Exhibitions
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Mr. Abdulhakeem Al-Khayyat

Dr. Khalid Abdulla

Mr. Sattam Algosaibi

Kuwait Finance House

Eskan Bank

Bahrain Development Bank

Mr. Mohammed Al Binfalah

Mr. Abdulelah AlQassimi

Dr. Jawaher Al-Mudhahki

Bahrain Airport Company

Former Tamkeen Chief Executive

Education and Training Quality
Authority (BQA)

Working together for a sustainable future

MEET THE FORUM EXPERTS (CONT)

Dr. Samer Al Jishi

Ms. Afnan Al Zayani

Al Zayani Commercial Services

Dr. Dawood Nassif

BFG International

Dr. Jarmo Kotilaine

Dr. Corrie Block

Dr. Omar Al-Ubaydli

Economic Development Board

Paragon Consulting

Dr. Kalbir Sohi

Mr. James Chung

Drie

Reach Advisors

The Bahrain Petroleum Company
& Gulf Air

Bahrain Center for Strategic,
International and Energy Studies
(Derasat)

Mr. Adel Hameed
M2G Innovation
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IS IT CRUCIAL FOR A COUNTRY TO BE
ECONOMICALLY DIVERSIFIED TO SURVIVE?
The inauguration ceremony of KHCB’s Economic Diversification Forum included a panel discussion under the topic ‘Is
It Crucial for a Country to Be Economically Diversified to Survive?’
Seven panelists, representing Bahrain’s most significant economic sectors, shed light on how their respective
industries contribute to the nation’s economic diversity and sustainability. The discussion was moderated by Dr
Jarmo Kotilaine, Chief Economist—Market & Strategy Intelligence, Economic Development Board.

H.E. Mohammed Al Qaed, Chief Executive, Information & eGovernment Authority highlights
the role of technology as an enabler of growth in all sectors. The fastest growing jobs
market, and the highest paid jobs, will be in the ICT sector in the coming years.

Mr. Abdulkarim Bucheery, Vice Chairman, Khaleeji Commercial Bank, warns of the risk of
becoming over-reliant on any one sector, citing the example of how financial services made
up over 25 percent of Bahrain’s GDP before the economic crisis of 2008, and now stand at
19 percent.

Mr. Abdulhakeem Al-Khayyat, Managing Director & CEO, Kuwait Finance House, adds that
Islamic banking, as its philosophical mandate, aims to support all sectors of the economy
by undertaking entrepreneurial activities on behalf of its stakeholders.
Highlighting major infrastructure projects underway, including the USD 1.1 bn expansion
of Bahrain International Airport, Mr. Mohammed Al Binfalah, Chief Executive Officer,
Bahrain Airport Company, underlines how communications services are critical to all areas
of the economy by connecting Bahrain to the rest of the world.
H.E. Shaikh Khaled Bin Humood Al Khalifa, Chief Executive Officer, Bahrain Authority for
Tourism and Exhibitions, adds that the BTEA is working with various stakeholders to bring
more tourists into the country and is developing exhibitions tourism as a separate sector
to contribute to the GDP.
Dr. Dawood Nassif, Board Member of Bapco and Gulf Air explains the importance of
diversification even within a given industry, illustrating how the hydrocarbons sector is
preparing for the rise of electric powered vehicles by shifting its attention away from
gasoline towards diesel, marine fuels, jet fuels, naphtha, and other products.
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Dr. Jawaher Al-Mudhahki, Chief Executive, Education & Training Quality Authority recognises
the role of education and lifelong learning in preparing a skilled workforce to take on the
challenges of the future.
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KEY RECOMMENDATIONS AND ACTION POINTS
WHICH EMERGED FROM THE DISCUSSION ARE:
• Investment should be directed towards developing specialised talent for each sector of the economy.
• Students must be trained to use high order thinking skills, which will serve them well in the jobs that will be
created in the future.
• Universities must aim to become hotbeds of innovation and new technology.
• To further develop the talent pool, educational loans must become available for individuals wishing to
pursue further education.
• Taxation, in the form of VAT and other fees, will diversify the government’s income portfolio and boost
public spending on public services.
• A strong regulatory framework must be established for maintaining an open border, which will benefit trade
and tourism.
• The banking sector must diversify by offering specialised services; for example, there is a need for a
tourism bank, an industrial bank, and a dedicated export guarantee support bank, which would boost
business for SMEs.
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DEVELOPMENT STRATEGY—OPPORTUNITIES &
LIMITATIONS THAT FACE OUR COUNTRY
Dr. Jarmo Kotilaine

Chief Economist—Market & Strategy Intelligence, Economic Development Board
This session discusses Bahrain’s diversification journey thus far, and identifies weaknesses and
opportunities going forward.
As global attitudes towards oil shift, the discussion around Bahrain’s economic diversification
becomes more urgent, but it is not a new one. As Dr. Kotilaine points out, Bahrain has been a
pioneer in diversifying away from an oil-based economy almost since oil was discovered.
Gulf Air took to the skies in the 1950s, Mina Salman port was opened, and Alba established in
the 1960s, and Bahrain became a regional offshore banking hub in the 1970s. In the 1980s, King
Fahad Causeway was inaugurated, opening up trade with Saudi Arabia, and by the 1990s Bahrain
was an industry leader in Islamic finance. The 2000s saw a reform in the telecommunications
industry, and the launching of Tamkeen to support enterprise and develop human capital. Today,
Bahrain is poised to become a regional leader in fintech and ICT.
Bahrain has a highly diversified GDP composition, with significant inputs from non-oil sectors.
In 2000, non-oil sectors accounted for 55 percent of real GDP. Today, non-oil sectors account for
over 80 percent of GDP. Four sectors in Bahrain today contribute more than 10% of GDP each,
namely oil and gas, financial services, manufacturing, and government services. The fastest
growing sectors in Bahrain are construction; social and personal services, e.g. private education
and private healthcare; and transport and communications.
Dr. Kotilaine points out that Bahrain’s exports are not yet diversified enough to serve as a
stabilising force. Although the role of oil has declined, non-oil exports are still heavily dominated
by aluminium and aluminium products. The labour market, meanwhile, is one of Bahrain’s key
strengths. Two-thirds of Bahrainis are employed in the private sector in a wide range of industries,
which is a unique situation in the GCC.
While there is a strong culture of entrepreneurship in Bahrain, SME contribution to GDP is lower
than the global norm. This can be partly explained by the fact that the majority of SMEs in
Bahrain are focused on relatively low productivity sectors such as trading and subcontracting.
Dr. Kotilaine discusses a fiscal imbalance which poses a major challenge for Bahrain: over 70
percent of government revenue still comes from oil, which affects government spending. One
proposed recommendation is to encourage the private sector to take over more of the activities
which have traditionally been the domain of the public sector, such as education and healthcare.
Another recommendation is the creation of more public-private partnerships, such as the water,
electricity, and social housing projects which are underway, to transform the situation into an
economic opportunity for the private sector. This fiscal overhaul, which includes the reduction
of subsidies and the introduction of taxes such as VAT, is also likely to force companies to
innovate to become more productive and sustainable.
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Dr. Kotilaine concludes by highlighting Bahrain’s key strengths: it is a small, open economy with
a well-educated bilingual labour force, which forms an ideal platform for businesses looking to
access the wider GCC region.
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HOW NEW FORMS OF THE ECONOMY ARE CREATED
& MANAGED – THE ROAD TO SUSTAINABILITY
Dr. Corrie J. Block

Strategic Management and Corporate Governance, Paragon Consulting
This session examines the seven principles for creating and maintaining a sustainable economy.
Dr. Block explains that there are seven key ingredients to creating diversity in an economy:
innovation, diverse leadership, transparency, sharing, regionalisation, audacity, and happiness.
Innovation is a key driver of economic diversity, and it should be encouraged through means such
as creating a community for the exchange of information and ideas, paying for talent, and providing
access to finance for new ventures. Innovative thinking can also be encouraged by creating diversity
at the leadership level. Dr. Block observes that a board or committee which consists of individuals
from different cultural, social, educational, religious, and socio-economic backgrounds, is more
effective at problem solving and makes better decisions than a more homogenous group of people.
Transparency, such as that which comes from open source technology and blockchain, and the
sharing economy, which is enabled by platforms such as Uber and Airbnb, also allow businesses to
innovate and boost the economy. Meanwhile, large multinational corporations must seek to align
themselves more closely with their customers by regionalising their product offering to suit the
needs of a specific market.
Audacity and bold ideas are to be encouraged, as they force the market to be innovative and create
products and new revenue streams. Finally, Dr. Block makes a special note of the power of
happiness to create a sustainable economy. Citing the example of Dubai’s Ministry of Happiness,
he explains how knowing that someone cares about their happiness makes people more motivated
and productive.

THE WICHITA ECONOMIC DIVERSIFICATION CASE STUDY
Mr. James Chung
President, Reach Advisors
This session examines the factors which contribute to a city’s economic diversity and growth, using
Wichita, a city in the US, as a case study.
Wichita is a medium-sized city in Kansas, USA, whose economy is driven by two main industries:
aircraft manufacturing and infrastructure for the oil and gas industry. Despite both industries
performing very well, Wichita has been growing at a slower pace than the rest of the country due
to challenges with its business cycle and lack of human capital.
Mr. Chung observes that although Wichita’s population and education levels remained stable, its
two main industries did not generate enough new jobs. As a result, the city was unable to retain
its highly educated and talented workforce, which it turn made it difficult to attract new
businesses or grow existing ones. Entrepreneurship was on the decline.
To stimulate the economy, Mr. Chung recommends increasing the capital available for
investment through public investment, philanthropic investment, capital expenditures, and
venture investment. Such investment also accelerates the speed at which capital flows through
the economy. Wichita is preparing for the future by increasing its educational offerings to
expand its talent ecosystem. With the rise of technology, he notes that the next few years will be
critical in determining the city’s fate.
These lessons are of interest to Bahrain as it continues on its economic diversification journey
and seeks to establish its leadership position within the region.
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THE IMPACT OF DYNAMIC RELATED
DIVERSIFICATION ON MULTI BUSINESS FIRMS
Dr. Samer AlJishi
President, BFG International

Mr. Adel Hameed
Managing Director, M2G Innovation
This session discusses the importance of diversification at the company level, and how it can make
the difference between success and failure.
Using Xerox, Kodak, and Borders Bookstore as case studies, Mr. Hameed illustrates how a lack of
vision and innovation can cause a successful company to fail. Kodak was unable to reposition itself
successfully with the advent of digital photography and Borders ignored the online books business
until it was too late, while Xerox failed to capitalise on its intellectual property and therefore missed
an opportunity to grow into a global computing giant such as Apple.
Dr. AlJishi applies this wisdom to his own business and shares how diversification has helped BFG
International grow into a multinational firm headquartered in Bahrain.
Some key factors which have contributed to the success of BFG International include a diversified
product portfolio, market diversification, and a strong culture of research and development (R&D)
and innovation. By leveraging its technical expertise to cater to sectors as diverse as architecture
and industry, transportation, and wind energy, and by establishing a local manufacturing presence
at various locations across the world, the firm is protected from market volatility. For example, when
oil prices hit an all-time low in the 1990s, resulting in a sharp decline in leisure spending, BFG
International shifted its attention away from its luxury boats and yachts business towards rail
transportation, which was on the rise.
Dr. AlJishi also stresses the importance of maintaining flexible and agile management structures
which facilitate quicker decisions, faster reaction times, and the ability to pivot quickly—all critical
requirements in today’s rapidly evolving economic landscape.

HOW INVESTMENT IN TECHNOLOGY
UNDERPINS ECONOMIC DIVERSITY
Dr. Kalbir Sohi
Co-Founder & CEO, Drie (UK)
This session examines how technology enables economic diversity and how Bahrain can
establish itself as a leading GCC technology hub, a position which is as yet unclaimed.
Technology was once viewed as a separate sector of economic activity, standing apart from
industries such as finance, insurance, manufacturing, healthcare, energy, etc. Today, it acts as a
foundational service which underpins all sectors of the economy, giving rise to industries such
as fintech, insuretech, smart manufacturing, healthtech, biotech, energytech, and e-commerce.
As technology disrupts existing business models, it is also transforming the economy by
enabling a high degree of economic diversification.
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Studying the world’s top 20 technology hubs, including Bogota, Colombia as a case study whose
learnings can be easily transferred to Bahrain, Mr. Sohni identifies the four key factors which contribute
to the successful establishment of a technology hub:
• Investment available for new ventures and growing firms
• Access to a young, talented skills base, e.g. in machine learning and data science
• A large consumer market, particularly a large and growing middle class
• A community where ideas and solutions can be shared
There is currently no leading technology hub in the GCC, which represents a huge market opportunity for
Bahrain, which already has a strong culture of entrepreneurship and a large pool of young educated
professionals. Mr. Sohi’s recommendations for Bahrain are to sponsor practical tech education and build
small, targeted investment funds for startup ideas. He also proposes engaging a successful tech
entrepreneur who can act as a public ambassador of technology and promote a culture of building
technology in Bahrain.

GROWING THE GLOBAL ECONOMY THROUGH SMES
Dr. Omar Al-Ubaydli
Program Director – International & Geo-Political Studies at the Bahrain Centre for Strategic,
International & Energy Studies
This session explains why small to medium enterprises (SMEs) are the most important contributors to GDP
and jobs in the economy, and how Bahrain can better support its SMEs.
Although it is big companies such as Apple and Facebook which appear most frequently in the news, SMEs
are the key drivers of innovation, trade, job creation, and GDP growth in any economy. In the developed
world, SMEs account for 70 percent of all jobs created and over 50 percent of GDP. his can be explained
their smaller size, which makes it possible for them to take decisions and respond to market conditions
much more quickly than a larger firm. It also means that key decision makers regularly interact with their
customers and are aware of their wants and needs.
Unfortunately, however, SMEs are in steady decline across the world. Dr. Al-Ubaydli argues that the
reason for this is increasing bureaucracy and over-regulation, which is harmful to SMEs. Part of the
motivation for the UK to leave the European Union market was to reduce the burden of so much
regulation on its SMEs. As part of the wider GCC market, Bahraini firms are also subject to some of
the same kinds of regulations.
Dr. Al-Ubaydli proposes a number of solutions to help SMEs flourish:
• New regulation should have an automatic expiration date built in, after which time it must be
reviewed to determine if it is still relevant and beneficial. This avoids the accumulation of increasingly
archaic regulation over time.
• Deregulation departments can be established, whose job it would be to constantly review the rules
and remove the ones that are no longer useful.
• Fees or taxes levied on SMEs can be reduced.
Finally, he also suggests that a change in cultural mindset would help SMEs. Entrepreneurs should
be encouraged to create businesses to solve the problems they see around them, rather than waiting
for the government to take care of them.
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INNOVATE OR DIE—HOW TRUE IS THIS
STATEMENT FOR THE SME MARKET?
KHCB’s Economic Diversification Forum was concluded with a final panel discussion centered on the
topic, ‘Innovate or Die—How True Is This Statement for the SME Market?’.

Dr Khalid Abdulla, General Manager, Eskan Bank, kicked off the discussion by
explaining that economic diversification in Bahrain used to be centered around
the establishment of new industries such as Alba and Asry or financial services,
and it is only recently that SMEs are being viewed as key drivers of economic
diversity and growth. The discussion focused on how SMEs in Bahrain could be
better supported and encouraged to innovate.
Mr. Abdulelah AlQassimi, Former Chief Executive, Tamkeen, points out that
innovation does not always have to be about technology, nor does it always
require funding. Sometimes innovation can mean implementing a new, more
efficient process. Innovation is a culture that needs to be instilled at an early age,
and entrepreneurship is not the only way to be innovative.
Mr. Sattam Algosaibi, Chief Executive Officer, Bahrain Development Bank, believes
that access to finance is one of the key obstacles facing new businesses. He
suggests that private banks should support SMEs but recognises that the
administrative costs of managing so many small transactions makes it an
unprofitable operation for them.
Dr. Samer AlJishi, President, BFG International, explains that innovation cannot
be forced, rather it is something that happens organically in the right settings.
The most effective thing to do is to create a culture where free thinking is
encouraged, and to be prepared to capture and act upon great ideas as they arise.
He also advocates less reliance on the government to drive innovation.
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Ms. Afnan Al Zayani, Owner, Al Zayani Commercial Services, explains that difficult
economic situations give rise to the most innovative solutions, as businesses are
forced to become more creative at problem solving. In the long run, this is good
for the economy as new products and services are developed. However, she
believes that the government holds some responsibility toward nurturing SMEs.
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KEY RECOMMENDATIONS AND ACTION POINTS
WHICH EMERGED FROM THE DISCUSSION ARE:
• A dedicated program or award scheme should be established to support and recognise companies
who bring totally fresh ideas into the country. This will encourage innovation amongst SMEs.
• All existing support schemes for SMEs should be unified so that businesses can gain the right support
and guidance they need in one place.
• The burden of financing SMEs falls on the government because it is not profitable for private banks to
support them. This situation is unsustainable and can be addressed by making it profitable for private
banks to carry out large numbers of small transactions in the same way as credit card or mortgage
transactions. Banks can also take a hybrid approach where the profits they make off their core business
are used to subsidise the finance they extend to SMEs.
• The private sector should be encouraged to take more initiative and offer venture capital to risky
projects instead of only ‘safe’ investments such as real estate.
• Intellectual property laws must be strictly enforced, otherwise innovators will be discouraged from
sharing their best ideas for fear of being copied or having their ideas stolen.
• Strict penalties must be imposed on late payments for goods or services rendered; this will help SMEs
which are suffering from cash flow problems.
• Before issuing a loan, banks must take the responsibility of educating customers about the full negative
consequences of defaulting on their debt. This is to avoid creating the situation where businesses are
writing bad cheques.
• Instead of growing larger, the government sector should outsource functions to the private sector and
register SMEs as vendors.
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