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and public sector benefits, but made
a partial about-turn in 2017, in fear of
the effects on public opinion. The social
contract of the country is “no taxation and
no representation”; the state provides
transfer payments from oil rents and
expects political acquiescence in return.
Aramco is a reasonably well-managed
company, a “pocket of efficiency”:
the Saudi state has insulated it from
bloated bureaucratic structures of rent
redistribution and political interference
to ensure its professional management
(Hertog 2010a).

The process of nationalisation in the
1970s was gradual and cordial. It did not
have the hallmarks of abrupt change,
revolutionary rhetoric, and politicisation
that accompanied the nationalisation
of oil companies in other places such as
Irag, Libya, and Venezuela. The Saudis
maintained professionalism, working
procedures, and much of the personnel of
the formerly American company.

Since the 1970s, Saudi Arabia
has  successfully diversified into
petrochemicals to enhance the value
chains of its oil production (Luciani 2012).
The country has invested in shipping
companies, storage facilities, and
refineries abroad to cultivate customer
relations. Most of these are in Asia, to
where over 70 per cent of Saudi Arabia’s
oil exports go. In 2019, Aramco bought a
20 per cent stake in the refining business
of Indian conglomerate Reliance for USD
15 billion. Since the turn of the century,
Saudi Arabia has built a number of new
deep conversion refineries at home and

info@SOWDA.net

exported increasingly refined products
such as diesel rather than just crude oil.
The International Energy Agency~(IEA)
expects that petrochemicals will“account
for almost half of oil demandgrewth until
2050.
Thereisadivision of laborbetween Aramco
and SABIC in the “Saudi petrochemical
sector. The latter was established in 1976
to commercialise’ the large volumes of
associated ‘natural gas that were flared
at that.time as an unwanted by-product
of _oilnproduction. Aramco focuses on
liquid oil products such as naphta, which
is then processed into chemicals in two
Aramco joint ventures: Sadara Chemical
Company and Petro Rabigh. SABIC in turn
specialises in products that are derived
from gases such as methane, ethane,
propane, and butane, which it processes
into a large variety of chemicals — among
them fertilisers. SABIC has developed into
the fourthlargest chemical company in
the world in terms of sales, has acquired
a string of foreign companies, and is
today Europe’s largest ethylene producer
(Seznec 2019).

In 2019, Aramco purchased the 70 per
cent stake of SABIC from the PIF for a
price of USD 69 billion (the remaining 30
per cent is held by smallholders and other
Prof. Dr. Eckart Woertz Director of the
GIGA Institute of Middle East Studies.
investors from among the general public).
Aramco partly financed the takeover
by issuing bonds worth USD 12 billion.
This merger is part of Aramco’s strategy
to become a more prominent player in
natural gas, increase synergies between

refining and petrochemicals, and expand
into specialty chemicals and advanced
plastics — that in order to compete
more effectively with international oil
companies (I0Cs). The merged entity will
also be more competitive with chemical
giants like BASF, Bayer, or DowDuPont.
The purchase was part of a thorough
expansion and transformation of the PIF
as well. It used to be a sleepy and passive
fund under the direction of the apolitical
Ministry of Finance, simply a vehicle
to hold the large domestic company
stakes of the Saudi state — such as those
of SABIC, Maaden, Savola, and several
banks. Now it has been transformed
into an internationally active investment
vehicle at the personal discretion of MbS,
with hugely expanded assets under its
management (Roll 2019). They have
doubled since 2016 and now stand at
USD 300 billion, one-third of which is
being invested abroad. Further expansion
to USD 2 trillion by 2030 is planned. By
that time, half of all assets — meaning
USD 1 trillion — will have been invested
abroad. The official goal of the PIF is to
diversify state income, attract foreign
direct investment, and invest in key
technologies — such as those related to
services, tourism, arms, manufacturing,
and mining.

Apart from the SABIC sales fund, inflows
for the PIF have also come from central
bank transfers, sequestrations from
business families arrested in the Ritz
Carlton anti-corruption drive of 2017,
the issuance of debt, and from retained
earnings. Vision 2030 envisaged the
Aramco IPO and dividend payments as
a major source of capital for the PIF. As
such, the Aramco—SABIC transaction has
been part of the economic and political
empowerment of the young crown
prince and the factions that support him
—such as Yasir al Rumayyan, the PIF chief
executive officer who replaced Khalid al
Falih as Aramco chairman in September
2019. Conservative oilmen within the
company may well have perceived this
as a takeover by the notoriously opaque
PIF in order to funnel Aramco money
into risky pet projects of the crown
prince’s diversification strategy, such
as Uber, Tesla, and WeWork, rather
than constituting efforts to develop the
company’s core business. Shortly after,
Khalid al Falih was also relieved of his
post as Minister of Energy and replaced
by Abdulaziz bin Salman, an older half-
brother of MbS.
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Aramco Goes Public:
The Saudi Diversification
Conundrum

Prof. Dr. Eckart
Woertz

Director of the GIGA
Institute of Middle
East Studies
eckart.woertz@
giga-hamburg.de
GIGA German
Institute of Global
and Area Studies
Leibniz Institute for
Global Studies

and regional studies

The state-owned oil company Saudi Aramco will
float 1.5 per cent of its shares in an initial public
offering (IPO) on the Riyadh stock exchange in
December of this year. The long-awaited and often-
postponed IPO marks a cornerstone of the «Vision
2030 diversification strategy of crown prince and
de facto ruler Muhammad bin Salman. dt.\comes at a
time when the oil price remains subdued as a result
of the United States shale revolution; it might also be
affected in the medium term by ‘renewable energy
transitions and growing e-mobility.

Petrochemical Strategy “and the Saudi Public
Investment Fund Aramco is the crown jewel of
the Saudi economy. The company pays the Saudi
government a 20 per cent royalty fee and a 50 per

cent, tax on its profits. Without its oil revenues,
the modern Saudi state and its society would be
unthinkable (Vitalis 2007, Hertog 2010b). The
petroleum sector currently accounts for 42 per cent
of Saudi gross domestic product, 87 per cent of
the government budget, and 90 percent of exports
(Forbes 2018). With the oil revenues from Aramco,
the Saudi state finances public sector employment
and welfare payments — but also issues subcontracts
that are crucial for private businesses in the non-
oil sector, such as construction. The fall in the oil
price since 2014 has hit Saudi Arabia hard. It had to
repatriate assets and issue debt to finance current
expenditure. In 2018, it introduced a 5 per cent VAT
for the first time. To keep a lid on costs it cut subsidies
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I Author‘s note

Dear Chief-in-Editor,

| am delighted to receive your request and honored by your interest in featuring
"The Elgar Companion to the World Trade Organization" in Sowda E-magazine.
It is a pleasure to contribute to your publication and share insights from our
comprehensive work with your readership.

"The Elgar Companion to the World Trade Organization, edited by Julien Chaisse and
Cristian Rodriguez-Chiffelle, serves as a fundamental guide for those having to deal
with the complexities of global trade governance, with a focus on the pivotal role of
the WTO. This authoritative volume draws on the expertise of leading scholars and
practitioners to examine the WTO’s core functions and the challenges it encounters
amid the evolving global economic environment.

The book thoughtfully addresses significant issues facing the WTO and the broader
international trade system, including digitalization, trade facilitation, environmental
and social governance (ESG), and dispute resolution. It explores the WTO'’s capacity
to adapt to modern challenges such as digital commerce, climate change, and
geopolitical tensions, underlining the urgent need for the organization to enhance
its transparency, flexibility, and adaptability.

Targeted at academics, practitioners, and policymakers, the volume aims to provide
advanced knowledge and tools for engaging with the evolution of global trade.
Through expert and detailed analysis on the transformation of trade by digital
technology, and the connections between trade and environmental and social
issues, the book highlights the WTO’s crucial role in promoting an inclusive and
sustainable global trading system.

Envisioned as a key resource for those seeking to deepen their understanding
of international trade law and policy, "The Elgar Companion to the World Trade
Organization" reflects Chaisse and Rodriguez-Chiffelle’s commitment to fostering a
new generation equipped to contribute positively to discussions on global economic
governance. This work critically assesses the WTO’s current and future challenges,
offering insights into potential reforms to ensure its continued relevance in a rapidly
changing world. The discussions on the impact of technological advancements on
trade and the exploration of how the WTO can address and contribute to solving
pressing global issues like climate change exemplify the book’s holistic approach to
understanding and influencing the future of international trade."

Thank you once again for the opportunity to introduce our work to the readers of
Sowda E-magazine. We look forward to the potential impacts our collective insights
may have on your audience and beyond.
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INTERMATICMAL
ECOMOMIC LAWY AND
THE CHALLEWGES OF
THE FREE LONES

AboutAuthor

Julien Chaisse currently serves as professor at the City University
of Hong Kong (CityU), School of Law. He is an award-winning
and world-renowned expert on international eco- nomic law
(trade, investment, and tax), cyberlaw, vitivinicultural law,
and international dis- pute resolution. His work has garnered
wide recognition and has been cited by international courts/
tribunals as well as the U.S. and European Courts. He writes a
regular column (“The Global Lawyer”) for the Financial Times's
DI Intelligence Magazine, where he discusses current events in
foreign investment law and politics. Dr. Chaisse is the recipient
of the Smit- Lowenfeld Prize from the International Arbitration
Club of New York (2020) and the awardee of the Humanities and
Social Sciences Prestigious Fellowship (2022). Dr. Chaisse has
exten- sive experience working as a corporate board member
and serving on the board of directors/ advisory board for a
number of international organizations. He is currently President
and Chair of the Asia Pacific FDI Network, a leading organization
that focuses on researching foreign direct investment and
facilitating cooperation among over 100 scholars and 50
institutions. Dr. Chaisse is an accomplished senior arbitrator who
is listed on the panel of the major arbitra- tion institutions. He
was recently selected for appointment of arbitrators in bilateral
disputes under the EU’s trade agreements. A number of his
adjudications have been reported on by local and international
press. He is frequently called upon as an expert witness in
international trade/investment litigation and arbitration to
advise international organizations, governments, law firms, and
private investors on private/public international law issues (e.g.,
concessions contracts, special economic zones, investment
structuring, state and international organization immunities,
and WTO accession), and he has assisted over 20 jurisdictions
in drafting trade/ investment treaties and legislation. Prior to
joining CityU Law School, Dr. Chaisse taught at the Chinese
University of Hong Kong, Faculty of Law (2009-2019) where
he served as Director of one the Faculty’s research centres
as well as Director of the Faculty’s PhD & MPhil Programme.
Before moving to Hong Kong, he worked as deputy head of the
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working group on the rules and regulations for multilateral trade
and investment agreements at the World Trade Institute in Bern,
Switzerland (2006-2009), as a lecturer at Elite School Sciences Po
Aix in France (2004-2006), and as a diplomat for the Ministry of
Foreign Affairs of France at the French Embassy in New Delhi,
India (2001-2004).
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Editor’sNote
Digital Governments! globe!

Not a moment has passed since the return of Emirati
astronaut Sultan Al Neyadi from the space station that
flying taxis are getting ready for takeoff in the streets

of Dubai in 2026. With this description, | draw your
attention to the words of a key speaker at the World
Government Summit: “Just wish! This is the land of
impossibilities!” which undoubtedly means the fulfillment
of wishes, otherwise, these impossibilities encompass

a vast geography! WGS24 summit is not over yet, and
Dubai has announced its readiness to host in 2025. Truly,
this land is unstoppable! On the other hand, it has to

be acknowledged that the digital world has significantly
influenced the most significant speakers and speeches.
In this global summit, governments well realized that
with the advancements in artificial intelligence (Al), their
political power will undergo a transformation, to the
extent that Sam Altman, CEO of Open Al, proposed a $7
trillion investment message to the United Arab Emirates,
sending a clear message to governments that the

future of their capital, sustainability, and political power
depends on how they provide digital services to societies
that take technology seriously. Actually, all of us are
inevitably falling into this binary dilemma of zero and one.
Environmental and climate changes, security, provision

Editor in Chief
ASHOURI

https: //www.linkedin.com/in/
mohammadshafieashouri @

and preservation of food, water, and energy resources,
global health priorities, changing the meaning of
development and education, population, and children in
future governments were among the key topics discussed
in this summit.

The paradox of definition of development and
contraction of governments can be well observed in

this kind of summit. Countries are going through the
elimination of cumbersome process of crossing each
other’s borders. More unions are being formed. The
world of cryptocurrencies has revealed its power to the
Federal Reserve. Parallel worlds are being identified. The
hidden war of signals has been developed and demonic
forces created by humans are in progress against
themselves. Now, with these interpretations, there is

no option left for governments but convergence and
communication, even with hypothetical enemies. The
global economy has realized no demand for every type of
supply, and tastes are changing not every day, but every
moment, leading to continued recession. For example,
fossil fuels will no longer have such political power. The
rulers of Saudi Arabia and the UAE have understood this
well, and the navigator has changed its political course!
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