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Abstract

The Gulf and the Horn of Africa share a long history of economic and political
engagement. In recent years, following a decade of political disengagement, the Gulf
states have become once again major economic and political actors in the Horn region.
Horn states have hardly remained passive clients, however, and actively court Gulf states
for funding, as economic drivers and remittances have been a key factor for maintaining
their domestic political settlements as well as a major determinant of conflict in the
region. This report explores the extent and impact of Gulf state economic engagement
in the Horn as well as the linkages between these financial streams and prospects for
regional stability in the Horn of Africa. It traces the historic ties framing perceptions of
the relationship between the regions, describes the determinants and instruments of
Gulf investment, trade and aid to the Horn. It maps the scope of Gulf investments across
Horn states and economic sectors, identifying approximately USD 13 billion between
2000 and 2017, mainly in Ethiopia and Sudan, across the agriculture, manufacturing

and construction sectors. Such financial streams are key to supporting Horn political
settlements, providing the working capital required for further co-option, and to several
regimes maintaining a degree of macroeconomic stability (especially under sanction
regimes). Gulf states’ largesse is frequently driven by political considerations to limit
Iranian influence as well as intra-Arabian competition, but as the funding volumes

are relatively inconsequential for Gulf states’ budgets they are frequently devoid of a
developed long-term strategy for the Horn. Gulf investments come with risks to Horn
stability as well: where Horn states co-invest non-performing loans may jeopardize state
finances. Moreover, some Gulf funding deepens various pre-existing cleavages within
societies and is, as such, worrying and destabilizing. However, evidence that Gulf money
is causing religious polarization between states in the Horn seems limited.
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Figure 1  Map of the Gulf and the Horn of Africa
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Executive summary

Following a decade of disengagement, the Gulf states have again become

increasingly active in the Horn of Africa. Gulf countries are important business
partners and have been known to mix political, business and religious motives
in their interactions.

Business relations between the Gulf and Horn of Africa are substantial:

approximately 434 investments, worth approximately USD 13 billion, can be traced
from 2000 to 2017. Investment patterns have closely followed oil price fluctuations.

Gulf investments have been focused on Ethiopia and Sudan and concentrated in

agriculture, manufacturing and construction. The main donors have been Saudi
Arabia and the United Arab Emirates (UAE). In Ethiopia, investments are mainly in
the form of fully owned assets or joint ventures with local partners.

Official development assistance (ODA) in the same period equalled 309 projects

totalling USD 6.6 billion. ODA projects focus on energy and transport as well as
agriculture, social services, education, the financial sector and health; manufacturing
is largely absent.

Political motivations determine aid, investment and trade flows rather than economic

variables, both for creditor/donor (the Gulf) and recipient (the Horn states).

From the Gulf side:

Two political cleavages predominate. The first is the proxy war between Iran and
Saudi Arabia and, to a lesser extent, the UAE. The second is the enmity amongst
the Gulf Arabs themselves.

Gulf states also fret over large-scale migration from the Horn and influence in the
Horn, which is seen as key to stability in the greater Middle East.

Investments depend mainly on significant political backing by Gulf state
governments. Few investors dare autonomously enter markets they struggle to
understand, and an investment’s underlying business case is often questionable.
Important as religious legitimacy is in public discourse, its importance for foreign
policy and in dynamics of aid, investment and trade should not be overstated.
Proselytization depends mainly on personal and NGO efforts rather than state
policy.

Little capital in the Gulf is genuinely private. Gulf foreign policy is therefore

often an extension of domestic political and financial dynamics, conducted
through sovereign wealth funds, State owned holding companies, central banks,
ministries of finance, bilateral and multilateral development funds and charities.

From the Horn of Africa side:

Horn actors themselves are not passive recipients. Economic drivers have
been key to conflict in the Horn, and actors have at times actively courted Gulf
countries for financing. The implications of such mobilised resources can have
significant consequences on regional stability, migration and security.



Riyal Politik | CRU Report, April 2018

- Most Horn of Africa societies worry about both the intensifying identity politics
and sectarian extremism that the Gulf exports as well as the pressures they face
in having to choose sides in geopolitical rivalries.

- The relationship is characterised by extraversion, which is not only a lucrative but
also a risky strategy, not least because of the dependence on factors they do not
control (e.g., oil prices).

- Gulf investments and financial streams are key to supporting Horn political
settlements, providing the working capital required for further co-option, and
maintaining a degree of macroeconomic and currency stability.

- Gulf states funding frequently does not incorporate a long-term strategy for the
Horn, which creates risks for some Horn states. The impact along religious lines
appears to be limited, however.

» Gulf-Horn cooperation based on shared economic and political interests is
interwoven with sequential disappointment and distrust persists. Although the Gulf
is seen as an inevitable partner, the relation is ultimately driven by necessity.

» The stakes of political-economic ventures are quite different for both partners:
whereas the sums of money are comparatively small for Gulf states, for the countries
of the Horn they can be transformative or catastrophic.

« These characteristics cannot be expected to hold universally. Neither the Horn
nor the Gulf is a homogenous block, hence extrapolations may obscure important
differences.

» Given the aims, scope and impact of Gulf activities in the Horn, the following
conclusions and recommendations can be defined:

- Policy discussions and engagement strategies seeking to deal with Gulf
influences in the context of the Horn of Africa should be informed by an accurate
assessment of the involved actors, aims and scope of Gulf activities in their
context to effectively mitigate any associated risks.

- Stable economic and political development in the Horn of Africa is strongly
associated with the geopolitical interests of Gulf states. Early warning systems
and context analyses used to inform humanitarian aid, peacebuilding and
migration management policies should take into account the economic and
political developments of Gulf states, and how these developments may influence
the Horn.

- European investments in programming for economic diversification and
employment may improve stability because it may reduce the vulnerability of
Horn states to economic and political shocks from the Gulf.

- Gulf investments have the potential to significantly influence stability in the Horn
of Africa. Strengthening the dialogue between European and Gulf policy makers
could allow actors to capitalise on their shared interest in stability in the Horn
of Africa. To do so would require European policy makers to develop a shared
narrative explicating realistic aims and expectations from such coordination, and
might benefit from increased interactions between Horn-based diplomatic staff
on a bilateral basis.
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Introduction

As the GCC crisis erupted in the summer of 2017, it surprised audiences around the
world with both the suddenness of escalation and the intractability of the ensuing
conflict.! As analysts and policy makers scrambled to interpret the causes and
consequences of the unfolding conflict, governments in the Horn of Africa were amongst
the first, and the few outside the Middle East, to publicly take a stance.? Although the
Horn of Africa is generally considered in its African context, the speed and intensity
with which developments in the Middle East translated to the opposite shore of the Red
Sea should come as no surprise. The Gulf and the Horn share a long and rich history.

In recent years the Gulf states have become increasingly active in the Red Sea, partly in
response to the war in nearby Yemen.® They — especially Saudi Arabia, the United Arab
Emirates (UAE) and Qatar — are again influential, capable and active actors in the Horn
of Africa.*

Cooperation Council for the Arab States of the Gulf. The group, formerly the Gulf Cooperation Council,
consists of six member states: Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.
Weymouth, L. 2018. ‘Qatar to Saudi Arabia: Quit trying to overthrow our government’, Washington Post,

2 February, https://www.washingtonpost.com/outlook/qatar-to-saudi-arabia-quit-trying-to-overthrow-

The crisis broke on 5 June and Sudan promptly formally declared its support of Kuwaiti mediation efforts
(and offered to mediate itself, though it informally leans towards the Saudi side). Meanwhile, Somaliland
backed the Saudi-led coalition on 10 June, Eritrea on 12 June and Djibouti on 14 June. Discussions
regarding the Somali position are ongoing. Ethiopia has formally remained neutral. See Al Jazeera,

(accessed 19 January 2018). For local views from both sides see Al Jazeera. 2017. ‘Africa and the Gulf
crisis: the peril of picking sides’, 15 June, http://www.aljazeera.com/news/2017/06/africa-gulf-crisis-

19 January 2018).

Richard, R. 2015. War in Yemen: The African Dimension, London: Oxford Research Group.

Abdi, R. 2017. A Dangerous Gulf in the Horn: How the Inter-Arab Crisis Is Fueling Regional Tensions,
Brussels: International Crisis Group; Shiferaw, L. 2016. ‘The role of Gulf states in peace and security and
development in Sub-Saharan Africa’, Working Paper 16, Roma: Instituto Afari Internazionali; Maru, M. 2017.

2018).
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Some of the ties between the regions, such as the establishment of military bases on
the Red Sea coast and the involvement of Horn states in the Yemeni conflict, have
attracted significant attention, while others remain less examined.® Specifically, the Horn
of Africa is seeing increasing investments by international businesses, including from
Gulf countries, which rank amongst the most significant export and import partners

for many countries in the Horn. Although China dominates the fossil fuels segment
(mainly from South Sudan) and thus tops aggregate statistics on Horn exports, the Gulf
states are the main trading partner for goods other than fossil fuels from the Djibouti,
Somali, South Sudanese and Sudanese economies (see figure 2). This picture of trade
fits neatly into Vision 2030 and Africa Rising narratives, which stress the need for Gulf
states to diversify their economies and the emerging opportunities in African states,

but Gulf countries have been known to mix political, business and religious motives in
their interactions.® In addition, modalities can vary considerably, as can be seen in the
contrast between investments through the Qatar Sovereign Wealth Fund, direct financial
support to candidates in the most recent Somali elections’ and alleged displacement
due to substantial land acquisitions across Sudan and Ethiopia by Saudi Arabia.®

5 Inrecent years, several military bases have been constructed or planned in the Horn of Africa. Examples
include basesd by the United Arab Emirate in Berbera Port (Somaliland), Mogadishu (Somalia) and
Assab (Eritrea); Turkey in Mogadishu (Somalia); China in Obock Port (Djibouti); Saudi Arabia in Djibouti
(planned). For other developments, see Richard, op. cit.; Anyadike, O. 2017. Updated rough guide to foreign
military bases in Africa’, Irin, 15 February, https://www.irinnews.org/feature/2017/02/15/updated-rough-

6  Roxburgh, C., et al. 2010. ‘Lions on the Move: The progress and potential of African Economies’, McKinsey
Global Institute; McSparren, J., et al. 2014. ‘Qatar’s global investment strategy for diversification and
security in the post-financial crisis era’, Centre on governance research paper series (No. 02/17/EN),
Ottowa: University of Ottawa; McSparren, J., et al. 2015. ‘Contours of Qatar-Sub-Saharan Africa Relations:
Shedding Light on Trends and Prospects’, in: Mapping GCC foreign policy resources, recipients and
regional effects, ed. Young, K., and Khatib, L., London, London School of Economics and Political Science;
The Economist Intelligence Unit. 2011. ‘GCC trade and investment flows: The emerging-market surge’,
Economist Intelligence Unit Report, London: The Economist.

7  See forinstance: Gettleman, J. 2017. ‘Fueled by Bribes, Somalia’s Election Seen as Milestone of Corruption’,
New York Times, 7 February, https://www.nytimes.com/2017/02/07/world/africa/somalia-election-
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http://www.al-monitor.com/pulse/originals/2016/01/saudi-investments-agriculture-sudan-egypt-fears-water-nile.html
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Figure 2 Exports from the Horn of Africa to selected partners

China to the top spot as export destination, mainly based on South Sudanese oil exports.
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Horn actors themselves have hardly remained passive recipients.® Economic drivers
have been central to the outbreak, continuation and cessation of conflict in the region,
and actors have at times actively courted Gulf countries for financing.” A significant
amount of the politics of the Horn of Africa can be understood through the metaphor

of the political marketplace: political allegiances are traded for various resources, and
additional sources of rent are quickly captured to support or alter the prevailing political
settlement.” In this context, combined with the Horn’s strong patterns of cross-border
trade, the implications of the resources mobilised through investments, trade flows and
political allegiances can have significant consequences on regional stability, and thereby
on trade through the Gulf of Aden, migration patterns and security.?

9  Clapham, C. 2017. The Horn of Africa. State Formation and Decay. London: Hurst.

10 Love, R. 2009. Economic Drivers of Conflict and Cooperation in the Horn of Africa: A Regional Perspective and
Overview, London: Chatham House; Verhoeven, H. 2015. Water, Civilisation and Power in Sudan. The Political
Economy of Military-Islamist State-Building, Cambridge: Cambridge University Press.

11 De Waal, A. 2015. The Real Politics of the Horn of Africa: Money, War and the Business of Power, Cambridge:
Polity Press.

12 De Waal, A. 2016. ‘Africa’s $700 Billion Problem: Waiting to Happen’, Foreign Policy, 17 March http://

(accessed 19 January 2018).
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However influential, the extent of Gulf economic interests in the Horn is rarely explored;
assessments of the impact of these activities are even more limited. This report looks
into the extent of economic engagement by Gulf states in the Horn, and the linkages
between these financial streams and prospects for stability in the Horn region. It sets
out a comprehensive overview and political-economic analysis of Gulf-Horn economic
relations, but does not purport to be exhaustive given the opaque nature of the business
relations and financial transfer this includes. The report begins with an overview of
historic ties between the regions to place current developments in context. It then
examines the determinants of Gulf aid, investment and trade in the Horn from the
perspective of the Gulf investors. Next, it maps the scope of Gulf investments in the
Horn since 2000, comparing it with the more public official development aid (ODA)
instruments before moving on to approach Gulf investments from the perspective of a
recipient country in the Horn, Ethiopia, to highlight both motivations and implications.
The report concludes with an assessment of Gulf-Horn economic relations and some of
the implications for analysts and policy makers active in the region.

The report defines the Gulf as Kuwait, Qatar, Saudi Arabia and the UAE®™ and the Horn
of Africa as Djibouti, Eritrea, Ethiopia, Somalia, South Sudan and Sudan, but an in-
depth exploration of the business ties between each of these highly diverse countries
is beyond the scope of this report. As a consequence, examples are mainly drawn from
Ethiopian, Sudanese, Saudi Arabian, United Arab Emirati and Qatari contexts. Such
examples may be generalisable to a certain extent, but neither the Horn nor the Gulf
forms a homogenous block. Extrapolations not taking into account the local context on
either side of the Red Sea may therefore obscure important differences." The report
focusses primarily on Gulf funding mobilised through foreign direct investment and
foreign portfolio investment against the backdrop of the wider trade patterns, official
development aid, macroeconomic support to Horn governments and direct individual
payments. Although analytically distinct, these instruments are frequently mixed within
individual projects or transactions, and cannot be neatly separated in most cases.

13 While Turkish influence is substantially related to many of the dynamics discussed, it is left outside the
scope of this report.

14 For instance, although Arabic is widely spoken in the Horn, it is not in Ethiopia, whereas in Djibouti French
is the language of education and government, and in South Sudan the sole official language is English.
Similarly, the proximity to the Arabian Peninsula has ensured that Islam has had a long and profound
impact on the Horn of Africa. It would be a mistake, however, to label the region as Islamic. South Sudan
has a larger Christian than Muslim population, while Ethiopia and Eritrea are split more evenly between the
two religions. These differences influence the material relationships between each Gulf and Horn state.
For example, the Saudi Arabia-based Islamic Development Bank runs projects in the predominantly Muslim
countries Djibouti, Somalia and Sudan, but not in Eritrea, Ethiopia or South Sudan as they are not members
of the Organisation of Islamic Cooperation.

1"



2 A long, long history

The material realities and perceptions of Gulf Arab aid, investment and trade into
African states cannot be understood without factoring in the long and deep history
of ambivalent relations between the Arabian Peninsula and the Horn of Africa.

The societies of the Gulf have profoundly influenced the economic, political and
sociocultural landscape of the Horn of Africa and vice versa. From the Sinai Peninsula
and the Gulf of Agaba in the north to the strait of Bab al-Mandab and the Gulf of Aden
in the south, the Red Sea is at no point wider than 355 kilometres. This geography
underpins a long and deep history of relations that have often swung back and

forth between intimate partnership and prejudiced animosity. Historical experiences
accumulated over the centuries continue to colour how policy makers and ordinary
citizens perceive each other today.

Religion is crucial in this regard. Although the monotheistic faiths had their cradle in
the Middle East, northeast Africa was the site of pivotal moments in their respective
traditions. It was in Egypt that Moses confronted the Pharaoh and that the Holy Family
sought refuge; the legendary Kingdom of Kush, in today’s Sudan, features prominently
in the Bible as the land ruled over by Noah'’s grandson; the first Muslim hijjra to flee
persecution by the dominant Quraish tribe in Mecca was, following the instructions

of the Prophet Muhammad, to Ethiopia; and the mystical union of the Jewish Prophet-
King Solomon and the Ethiopian Sheba remains an enigmatic story integral to Jewish,
Christian and Islamic traditions. Such narrations, fundamental to family settings and
public education systems, give relationships between both sides of the Red Sea a sense
of great familiarity.

Yet if religious connectivity has often represented the positive dimension to proximity,
other memories — of competing imperialisms and military betrayal — are less cheerful.
No old wound is more painful than the centuries of enslavement of hundreds of
thousands of Africans and those of African descent across the Hejaz, the Najd, Oman
and Yemen.”® Associations between blackness and slavery remain powerful shapers

of attitudes and prejudice on both sides of the Red Sea, framing perceptions of
contemporary labour migration such as the Ethiopian domestic workers employed in
the Gulf. Slavery was in fact only abolished in Saudi Arabia and Yemen in living memory,

15 UNESCO. 1984. Historical and Socio-Cultural Relations between Black Africa and the Arab World from 1935
to the Present, Report and Papers of the Symposium Organized by UNESCO in Paris from 25 to 27 July 1979,
The General History of Africa: Studies and Documents, Paris; Al-Khidr 'Abd al-Baqi, M. 2006. Surat Al- Arab
ladha al-Afariga. Cairo: Jami at al-Duwal al- Arabiyya.
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1962.' The practice continues to exist and be tolerated in certain parts of Sudan and
Yemen. In the Horn itself, patterns of cross-border labour exploitation persist, such as
South Sudanese employed in Sudan and Eritreans in Djibouti, while labour migration in
the other direction remains limited. Against this historic backdrop, complexion continues
to serve as an important, though contextual, marker of social position.

The movement of ideas, traditions, slaves and pilgrims between the Horn and the
Peninsula was for centuries complemented by a rich and well-balanced trade in food
grains, salts, coffee, frankincense, livestock and much else.” This relative economic
equilibrium between both regions was also visible in their joint subjugation by various
imperial projects — most prominently those of the Ottomans and the British — which
cut some of the interregional links that had grown organically in the past yet stimulated
intensified interactions between Arabia and Africa in other ways.’®

A shared thirst for independence and the spread of ideologies like Pan-Arabism meant
that nationalist aspirations in the Middle East and northeast Africa stimulated each
other.® Oman, Saudi Arabia and Yemen had long established statehood, the latter two
after World War |, but the independence of Bahrain, Qatar and the UAE in 1971 came
only a few years after that of Somalia and Kenya. Djibouti, in 1977, was the last state

in the region to end European colonial rule. Many observers expected the emerging
autonomous countries in both regions to be natural allies given their shared history and
certain cultural similarities: Arabic is spoken on both sides of the Red Sea (recognised
as one of a number of official languages in Djibouti, Eritrea, Somalia and Sudan);

tastes in food and music overlap to some degree; tribal diaspora populations connect
Yemen with Somalia and Kuwait and Saudi Arabia with Sudan; and the deeply religious
character of all these societies could strengthen transnational solidarities and identities.
Such connections do create a sense of cultural proximity, mainly in Sudan, but other
competing identity markers are relevant as well, creating a substantially more complex
situation in different Horn states and regions. Many groupings identify themselves more
locally through complex ethnic ties, such as Somali identities in Djibouti, while religious
identities may at times drive a divide between Horn and Gulf populations, such as in
South Sudan.

16 Bowen, W. 2014. The History of Saudi Arabia, 2nd edition, Santa Barbara: ABC-CLIO.

17 Verhoeven, H., and Woertz, E. 2016. 'Saudi Arabia and the Horn of Africa’, in: Saudi Arabian Foreign Policy:
Conflict and Cooperation, ed. Patrick, N., London: I.B. Tauris.

18 Ochsenwald, W. 1980. 'Muslim-European Conflict in the Hijaz: The Slave Trade Controversy, 1840-1895’,
Middle Eastern Studies 13, 115-126; Serels, S. 2012. 'Famines of War: The Red Sea Grain Market and Famine
in Eastern Sudan, 1889-18971’, Northeast African Studies, 12 (1), 73-94.

19 Ajami, F. 1978. ‘The End of Pan-Arabism’, Foreign Affairs 57(2), 355-373.
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Regardless of ethnic and cultural ties, geopolitics at times played a decisive role.

One macro-development that drove the region apart was the Cold War between the
US and the Soviet Union, which divided the Middle East and the African continent and
forced Arab and African states into different camps.?® Shifting alliances variously pitted
Egypt, Ethiopia, Saudi Arabia, Somalia, South Yemen and Sudan against each other in
the 1960s, 1970s and 1980s. The initial period of the Cold War (1952-1970) saw Cairo,
Damascus, Khartoum and Mogadishu confronting Riyadh, Kuwait, Addis Ababa and
Sana’a.”” A second phase (1977-1991) reshuffled those coalition structures in the face
of regime change and changing political calculations: now Riyadh, Cairo, Khartoum
and Mogadishu faced Tripoli, Aden and Addis Ababa.?? The other decisive macro-
development that shaped the international relations of the regions (with one another and
with the global political economy) was the astonishing increase in the oil price in 1973:
one side of the Red Sea emerged almost overnight as a global economic powerhouse,
becoming the main creditor of the other side and the make-or-break patron of regimes
and rebel movements in the Horn of Africa.

21 After Oil: The bargain between the Horn and the Peninsula
since the 1970s

An oil price above USD 40 per barrel changed everything after 1973.% Not only did it
dramatically bolster the importance of the Gulf states to the superpowers (the Gulf was
the only region with which Western states ran a trade deficit, creating stagflation in the
West), it also rocked the trade balance between the Peninsula and the Horn. All states
on the Western shore of the Red Sea were (and are) net importers of oil, triggering
balance-of-payments crises from Cairo to Mogadishu that coincided with growing
economic difficulties of their own making.?* To compensate for the acute shortfall in
cash required to import daily necessities (including oil), African governments, including
those in the Horn, stimulated their citizens to join the rapidly expanding labour force of

20 Westad, A.O. 2005. The Global Cold War: Third World Interventions and the Making of our Times. Cambridge:
Cambridge University Press.

21 Al-Rasheed, M. 2002. A History of Saudi Arabia. Cambridge: Cambridge University Press, 106, 130-133.

22 Markakis, J. 1987. National and Class Confiict in the Horn of Africa, Cambridge: Cambridge University Press;
Witty, D.M. 2001. ‘A regular Army in counterinsurgency operations: Egypt in North Yemen, 1962-1967’,
Journal of Military History, 65(2), 401-439; Doran, M. 2006. ‘Egypt. Pan-Arabism in Historical Context’, in:
Diplomacy in the Middle East, ed. Brown, L.C., London: |.B. Tauris, 112-114; Aalen, L. 2014. ‘Ethiopian state
support to insurgency in Southern Sudan from 1962 to 1983: Local, regional and global connections’,
Journal of Eastern African Studies 8, 627-628.

23 Ulrichsen, K. 2011. ‘Repositioning the GCC States in the changing global order’, Journal of Arabian Studies 1,
231-247.

24 Examples include lagging domestic industrial and agricultural production, rising inflation, inability to create
jobs that kept up with rising populations, rampant urbanisation, mounting debt levels, persisting trade
deficits, and so on.
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Saudi Arabia, Kuwait and the UAE so that they could send back valuable remittances
earned in the Gulf. Moreover, they also positioned themselves as deserving recipients of
ODA and foreign direct investment (FDI) from the Gulf. Invoking historical, religious and
cultural ties as well as underscoring that untapped agricultural potential in the interior
of the Horn could help meet the growing food deficit on the Arabian Peninsula, African
states sought to benefit from the growing asymmetries in wealth and power with the
Gulf. Their courting of aid and investment in exchange for political loyalty and resources
was a deliberate strategy that combined the need to make economic ends meet with a
desire to maintain political stability.?

The positioning of post-independence African presidents during the Cold War was a
classic case of extraversion: an intentional leveraging of limited assets — vital minerals,
military bases and professed loyalty to Moscow or Washington — to attract external
assistance that would help defeat internal rivals.?® After 1973, extraversion came to
define the previously relatively equal relationship between the shores of the Red Sea.
Egypt, Sudan and Somalia sought Gulf patronage and sent doctors, engineers and
teachers to Riyadh, Jeddah and Abu Dhabi. They pledged loyalty to Saudi Arabia in its
fight against communism and spoke of informal economic union with Gulf states. For
their part, Kuwait, Qatar, Saudi Arabia and the Emirates made unprecedented sums of
money available to help African states weather their balance-of-payments crises. Prior to
the oil crisis, 80 percent of Gulf ODA went to other Arab countries, the Kuwait Fund for
Arab Economic Development being at the centre of this generosity (see figure 3). After
1974, Kuwait began to lend hundreds of millions of dollars for special assistance to non-
Arab nations in Asia and Africa for the first time. Saudi Arabia and, to a lesser extent
the UAE, also established themselves along the world’s top aid donors in both absolute
and per capita terms as they provided significant sums to help poorer nations deal with
the rising cost of oil and imported goods. In 1977, at the Afro-Arab Conference in Anwar
Sadat'’s Cairo, Gulf states committed to invest USD 1.35 billion in African development
projects over the next five years.?’

It is the element of continuity between the 1970s and today that is striking. Despite
continual disappointments on both sides with what this partnership actually delivered in
economic terms, the key bargain — political-economic alignment between regional blocs
to help manage dependence and vulnerability in turbulent international waters — has
proven too valuable to abandon. Extraversion is still, as we will see, the order of the day
in Gulf-Horn interactions.

25 Verhoeven, H. 2016. ‘The Gulf States in the Political Economy of the Nile Basin: A Historical Overview’, in:
Water Politics in the Nile River Basin. Challenges and New Investments, ed. Sandstrom, E., @stigard, T., and
Jagerskog, A., London: |.B. Tauris, 53-72.

26 Clapham, C. 1996. Africa and the International System: the Politics of State Survival, Cambridge: Cambridge
University Press.

27 Miller, R. 2016. Desert Kingdoms to Global Powers, New Haven: Yale University Press.
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Figure 3  Gulf ODA to Middle Eastern and non-Middle Eastern recipients

Based on ‘Aid (ODA) disbursements to countries and regions [DAC2a]’ datasets of Saudi Arabia, the United
Arab Emirates and Kuwait. Excludes ODA disbursements made through multilateral institutions.
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2.2 Confrontation and disengagement in the 1990s: Islamism and
its enemies

The end of the bipolar confrontation between the US and the Soviet Union was a chasm
for the geopolitics of the Red Sea as well. The ail price bubble had already burst in 1986
and thereby limited how much largesse the Gulf states could bestow on their clients,
whether governments as in Somalia or Sudan or rebel movements in Eritrea, but the
demise of the Socialist bloc also meant that the perceived need to do so was much

less acute. The collapse of the Marxist-Leninist Derg government in Ethiopia (1991)

and the disappearance of the People’s Democratic Republic of South Yemen (1990),
combined with the independence of Eritrea (1991/1993), meant that the foreign policy
goals of Saudi Arabia seemed to have been achieved.?® The 1990s were a decade of
disengagement from Africa by Gulf actors. The implosion of the Somali state meant

that working on the ground there became more difficult — lacking a formal government
serving as interlocutor and security guarantor investments in various factions continued,
albeit on a smaller scale (see box 2) — and a now autonomous that Eritrea was too

small and too distrustful of private-sector activity to be a major recipient of Gulf aid,
investment or trade.?® The biggest headache was Sudan, which in 1989 had witnessed an

28 Verhoeven and Woertz, op. cit.
29 Historically, Gulf support to Eritrean aspirations for independence had been key: see, for example, Abir, M.
1974. Oil, Power and Politics: Conflict in Arabia, the Red Sea and the Gulf, London: Cass.
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apparently traditional coup d’état by the army, but which quickly revealed itself as a front
for an Islamic Revolution.

Led by the mercurial scholar and Islamist politician Sheikh Hassan Al-Turabi, the
Khartoum government sought not only to fundamentally reform its domestic society
and to intensify the war in Central and Southern Sudan against the rebels of the Sudan
People’s Liberation Army (SPLA), but also to radically restructure the international
relations of both the Horn of Africa and the Middle East.*® The military-Islamist regime
was fiercely critical of the role of the US and Saudi Arabia in the Islamic world and
decided to side with Saddam Hussein’s Iraq following the latter’s invasion of Kuwait in
1990 and the subsequent Gulf War.*' Turabi invited dissidents from across the region

— including Osama Bin Laden and his Al-Qaeda network, which wanted to overthrow
the House of al-Saud in Riyadh and Hosni Mubarak in Cairo — and established political
and security relations with Iraq and Iran, the two nemeses of King Fahd and Crown
Prince Abdallah. This led the Gulf states, led by Kuwait and Saudi Arabia, to suspend
nearly all aid, investment and trade relationships, public and private, with Sudan in an
effort to isolate and contain Turabi (an objective shared by Ethiopia and Eritrea from
1995 onwards). In the 1990s, Sudan received only a meagre 0.5 percent (USD 0.1 billion)
of pan-Arab development assistance, whereas this figure stood at 5 percent in the
preceding (USD 3.6 billion) and following decade (USD 0.5 billion).32

Initially, this strategy appeared highly unproductive as Egyptian jihadists, with extensive
backing by the Sudanese intelligence services, nearly succeeded in assassinating
Mubarak during a Pan-African summit in Addis Ababa in 1995. However, the total
isolation of Sudan, growing momentum for the SPLA rebellion and the financial cost

of pariah status led to deep internal fissures in the military-Islamist government.

In December 1999, Turabi was betrayed by his former co-conspirators and ousted from
the regime he had created; power passed to Brigadier-General Omar Al-Bashir, who had
since 1989 served as president but had been a mere figurehead until then.®* Immediately,
Cairo threw its political weight behind the reformed Khartoum government (reformed in
the sense that Bashir announced the end to Sudan’s revolutionary foreign policy, whilst
continuing to pursue its domestic agenda) and persuaded the Gulf states too to engage
with the ‘new’ leadership. Sudan once again became the Gulf’s prime point of contact
and engagement in the region.

30 Verhoeven, 2015, op. cit.

31 Faksh, M. 1994. ‘The prospects of Islamic fundamentalism in the post-Gulf War period’, International
Journal, 49(2), 183-218.

32 World Bank. 2010. Arab Development Assistance: Four Decades of Cooperation, Washington DC: World Bank
Group.

33 Roessler, P. 2016. Ethnic Politics and State Power in Africa: The Logic of the Coup-Civil War Trap, Cambridge:
Cambridge University Press.
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2.3 So close, yet so far: Cooperation amidst disappointment and
distrust in recent history

The toppling of Turabi meant, for the Gulf monarchies, the end of a directly hostile
presence on the other side of the Red Sea. Even after 11 September 2001, when Saudi
Arabia came under repeated attack by Al-Qaeda (including the Khobar terrorist strikes
in 2004), Khartoum no longer represented a threat after well-known foreign jihadists
were expelled from Sudan. Yet despite this undeniable foreign policy success, ties
between Sudan and Saudi Arabia over the next decade could not be described as
warm.* The reasons for the ambivalent relationship were similar to those for the Saudis’
lukewarm contacts with Eritrea, Ethiopia and Djibouti: from the Gulf Arab perspective,
these African states were quite keen to receive external largesse but often made life
difficult for Gulf investors on the ground by trapping them in a bureaucratic maze.*®
Moreover, they offered only half-hearted political support for the international causes
Riyadh and Abu Dhabi deemed vital, such as isolating Iran and stopping support for
Hamas in Gaza and Hezbollah in Lebanon; Sudan in particular disappointed them
because it maintained important political and military contacts with Tehran. However,
from the Horn perspective, it was the Gulf states that did not live up to their side of the
bargain by proving fickle commercial investors and disinterested political partners, for
whom Africa (like for much of the rest of the world) ranked at the bottom of their priority
list. Cash-strapped, African governments have consistently signalled that they will
partner with whoever is able to provide financial and other assistance for their strategies
of regime survival and economic development. Ideological or sectarian preoccupations
— such as the Sunni-Shia rivalry or the three-way competition between Wahhabists,
secularists and Muslim Brothers at the centre of so much of Middle Eastern politics of
the last two decades — are seen as costly distractions from more urgent challenges by
Horn political actors.

This pattern of real cooperation and a quest for mutually beneficial economic and
political ties amidst sequential disappointment and distrust persists today. Gulf states
fret over large-scale migration from the Horn across the Red Sea (whether in transit

to Europe or with the Arabian Peninsula as a final destination) and over the enduring
close connections that Eritrea and Sudan (until very recently) maintained with Iran,
Riyadh’s arch-enemy.* Horn states on the other hand are faced with refugees and
arms-trading stemming from Yemen. Moreover, a rising Ethiopia’s challenge to Egypt’s
historical hegemony in the Nile Basin — amongst other ways through the construction
of the Grand Ethiopian Renaissance Dam — deeply concerns Saudi Arabia and the UAE,

34 Verhoeven and Woertz, op. cit.

35 Woertz, E. 2013. ‘The Governance of Gulf Agro-investments’, Globalizations, 10, 87-104.

36 Atarodi, A. 2010. Yemen in Crisis, Consequences for the Horn of Africa, Stockholm: Swedish Defence
Research Agency; Flahaux, M., and De Haas, H. 2016. ‘African migration: trends, patterns, drivers’,
Comparative Migration Studies, 4(1).
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who see the stability of Egypt as critical to the regional balance of power in the greater
Middle East. Egypt has historically been a gateway for Gulf Arab political and economic
actors to enter the rest of Africa and, as the geographical pivot seated between North
Africa, the Horn, the Levant, the Red Sea and the Arabian Peninsula, its stability directly
shapes the national security of Gulf states. The presence of millions of Egyptians in other
Arab countries, especially the Gulf, as guest labourers only further underlines why Egypt
matters considerably to Riyadh and Abu Dhabi in particular.

For their part, most Horn of Africa societies worry about, on the one hand, the
intensifying identity politics and sectarian extremism that the Gulf exports and, on the
other, the pressures they face in having to choose sides in geopolitical rivalries (whether
between the Gulf Arabs and Iran or amongst the Gulf Cooperation Council member
states themselves) that they would rather stay out of. Djibouti, Eritrea, Somalia and
Sudan know Gulf states cannot take their political allegiance for granted and thus
skilfully play them off against each other for financial gain, but they know this is a
dangerous game to dabble in; their fears about deepening domestic instability and
inter- and intra-religious confrontation are growing. At the same time, the Arabian
Peninsula is a key destination for many youngsters who send back desperately needed
remittances yet who often experience profound racism and violent abuse during their
sojourns in Saudi Arabia, Kuwait, Oman or elsewhere. Thus although the Gulf is seen

as an inevitable partner with long-standing cultural and historical connections to the
Horn (see figure 4 for an overview), the relation is ultimately driven by necessity rather
than a shared cultural and historical legacy, as this legacy can be as divisive as it can be
bonding.

Figure 4 Timeline of important events in the Gulf and the Horn of Africa
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3 The determinants of Gulf
aid, investment and trade
in the Horn

3.1 An economic strategy as part of wider foreign policy

Contemporary perceptions by Africans of Gulf Arab aid, investment and trade into the
Horn cannot be fully understood without considering the role Gulf societies and states
have played for decades and centuries in Africa. The long record of exchanges and
proximity set out in the previous section have a decisive bearing on the external policy
Gulf states are currently pursuing vis-a-vis the Horn of Africa. This section makes two
core points. First, it posits that the vast majority of economic initiatives by Gulf actors in
the Horn are still directly inspired by and mediated through political factors- politics and
economics are not discrete realms, but two sides of the same coin.*” It thus illustrates
how the current mixture of political and economic drivers is translated in concrete
policy instruments. Second, the section highlights not only the related opportunities
but also the risks, both to elites and to wider populations. Sudan’s experience offers a
concise historical example. Although Sudan’s ties with Gulf states are uniquely close
relative to those of other Horn states, the failure of the Breadbasket gamble illustrates
the opportunities and hazards the Gulf's mixture of political and economic aims and
instruments in the Horn still carries.

Box 1 Sudan’s Breadbasket Gamble3®

On 25 May 1969, leftist officers led by Colonel Ja’afar Nimeiri overthrew the
democratically elected Sudanese government amidst growing doubts that
the promises of peace and prosperity that the political class had made at
independence in 1956 would be kept.** Nimeiri held the upper hand militarily

37 Halliday, F. 2005. The Middle East in International Relations, Cambridge: Cambridge University Press;
Clapham, C. 1996. Africa and the International System: the Politics of State Survival, Cambridge: Cambridge
University Press; De Waal, 2015, op. cit.

38 Draws on Verhoeven, op. cit, 73-81.

39 Niblock, T. 1987. Class and Power in Sudan: The Dynamics of Sudanese Politics, 1898-1985, Albany: SUNY
Press.
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but lacked the organization in the form of a national political party and requisite
patronage networks to durably establish control over Sudan. Moreover, once in
power Nimeiri soon realised that promising development was easier than actually
delivering it in a poor African country. Seeking a way out, the new president
gambled that the solution lay in a partnership with the Gulf states whose
revenues were skyrocketing as oil prices shot up in the early 1970s. Nimeiri

knew that Kuwait, the Emirates and Saudi Arabia worried about rising water and
food scarcity as consumption and population levels soared.*’ Sudanese officials
trumpeted that 200 million acres of arable land were available in the country’s
interior. Sudan could become the “Breadbasket” of Africa and the Middle East
but, for it to fulfil this historical destiny, Western technology and Gulf Arab
petrodollars would be needed on a massive scale, or so Nimeiri and his aides
said.“ This strategically calibrated message coincided with mounting global fears
about desertification, drought and famine; 1974 had been a devastating year,
hundreds of thousands dying of hunger in the Sahel and Bangladesh. Khartoum’s
offer to put its land, labour and water resources at the disposal of the Gulf thus
simultaneously suggested that a failure to put such unique potential to good use
would spell a Malthusian disaster.*?

Funded bilaterally by the dominant states on the Arabian Peninsula, and
multilaterally through multiple Gulf Arab development funds, the Breadbasket
was hailed by the World Bank, IMF and Western governments as a visionary
policy. Yet what presented itself as an economic and environmental proposition
was in fact a deeply political gambit. Nimeiri needed the petrodollars to pay for
his state-building project, the crafting of new coalitions and the penetration of
his rivals’ rural political strongholds. Under the guise of technocratic advice, only
those crops, regions and networks that Nimeiri favoured would benefit from the
Breadbasket largesse as billions of dollars in Gulf money poured into Sudan —

a mechanism that acted as a punishment for recalcitrant local politicians and
businessmen and as an incentive for these groups to switch to the president’s
side. The expansion of mechanised farming in Sudan obeyed an iron political
logic but continued to explain itself in terms of agricultural objectives and
instruments.

Woertz, E. 2013. Oil for Food: The Global Food Crisis and the Middle East, Oxford: Oxford University Press,
chapters 2 and 6.

Verhoeven, H. 2011. 'Climate Change, Conflict and Development in Sudan: Global Neo-Malthusian
Narratives and Local Power Struggles’, Development and Change, 42(3), 679-707.

Wilson, R. 1979. The Economies of the Middle East: The Ghost of Malthus Lingers on, London: MacMillan
Press.
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Although Riyadh, Kuwait City and other Gulf governments did indeed see

an opportunity to address the rapidly growing “food gap” between lagging
domestic production and soaring consumption (particularly following the post-
1970 economic boom),*® they too had, from the start, political motives too for
partaking in the Breadbasket.** The Breadbasket was as much about Gulf foreign
and domestic policies as it was internal and external objectives for Sudan.
Nimeiri had initially modelled himself on Egypt’s revolutionary leader Gamal
Abdel Nasser (1952-1970) and had entered into an alliance with the Sudanese
Communist Party, which preoccupied King Faisal of Saudi Arabia greatly. When
the Sudanese ruler fell out with the communists in 1971, Faisal was keen to

put Khartoum on a more conservative trajectory; committing petrodollars to
Sudanese agriculture anchored Nimeiri in a pro-Saudi orbit and kept it safely
away from any socialist allegiances that Riyadh abhorred. Sudan became a loyal
friend of the Gulf Arabs and the West; Washington provided it with military
assistance, turning it into a major client state. Expanding mechanised agriculture
in the Sudanese peripheries thus served greater geopolitical purposes.

The Breadbasket dream and the internal and external alliances it had helped

to build came crashing down in 1985 when protests toppled Ja’afar Nimeiri.
Shortages and rampant inflation were the proximate cause of regime change
but underlying was the failure of the extraversion gambit to which the president
had tied his political fate. Although the Breadbasket had promised to transform
Sudan into an agricultural superpower, by the early 1980s the country faced

the return of famine to its western, central and southern regions.*® Soils were
being exhausted, land was being degraded and productivity was sinking rather
than soaring. Agricultural projects failed to live up to expectations as political
and patronage considerations precluded sound agricultural management and
development practices, leading to various problems such as soil erosion. Tens
of thousands — maybe hundreds of thousands — of people had been displaced
to feed the Middle East and Africa. However, Nimeiri had neither managed to
vanquish the old political elites nor to counter the rising new forces in Sudanese
politics, whether the Islamists of Hassan Al-Turabi or the rebels of the Sudan
People’s Liberation Army/Movement. The latter in particular attracted recruits
and support from those dispossessed by the Breadbasket.*®

Woertz, E. 2014. ‘Environment, Food Security and Conflict Narratives in the Middle East’, Global
Environment, 7(2), 490-516.

Verhoeven and Woertz, op. cit.

De Waal, A. 1989. Famine that Kills: Darfur, Sudan, 1984-85, Oxford: Clarendon Press.

Komey, G. 2010. Land, Governance, Conflict & the Nuba of Sudan, Woodbridge: James Currey.
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Nimeiri’s erstwhile foreign friends had left disappointed too. The oil price had
fallen back from its peak of more than USD 100 in 1979-1980, meaning that
petrodollars were no longer just spare cash at the disposal of the foreign policy
of Gulf states but were actually needed at home to sustain the ballooning cost

of the huge patronage systems the Gulf royals had built to sustain domestic
stability. Moreover, many Gulf investors felt tricked by the Nimeiri regime, losing
their way in Sudan maze’s of crony politics and bureaucracy. As the questionable
hydro-agricultural assumptions underpinning the Breadbasket were exposed by
disappointing production figures, Gulf capital pulled out, seeking easier returns
and more transparent projects to invest in.*

Although Horn states differ significantly in their domestic political and economic
situations as well as in the relationships they maintain with Gulf states, Sudan’s bid in
the 1970s and 1980s to become the Breadbasket of Africa and the Middle East provides
several lessons which apply to some degree to many of the relationships between the
elites of the Arabian Peninsula and those of the Horn. It is a cautionary tale for those
(over)enthusiastically seeking regional integration between both shores of the Red

Sea today. The Breadbasket story underlines the fundamentally political motivations
that often determine aid, investment and trade flows, rather than discrete economic
variables or sound ecological arguments, whether on the side of the donor (the Gulf) or
the recipient (the states of the Horn).*® It also highlights the ways in which extraversion
is not only a lucrative but also a risky strategy for African states to pursue, not least
because of the dependence on factors they do not control (e.g., oil prices). Finally,

it underscores the crucial point that the stakes of political-economic ventures are

quite different for both partners: whereas the sums of money are comparatively small
for Gulf states (and therefore an irritant in case of losses but inconsequential for their
macroeconomic balance sheets), for the countries of the Horn they can be positively
transformative or catastrophically destabilising. Three decades after the collapse of the
Breadbasket, these insights remain highly pertinent.

These lessons are also particularly important in light of the dramatic scaling-up of the
political, military and economic presence of Gulf Arab actors in the Horn of Africa over
the last ten to fifteen years. After a near-total withdrawal in the late 1980s and 1990s,
Emirati, Kuwaiti, Qatari and Saudi actors have returned to the Horn — hesitantly at first,
but with increased vigour since 2008. This comeback began in Sudan: Gulf governments
and multilateral funds provided the lion share of the funding for Khartoum’s multibillion

47 Verhoeven, 2015, op. cit., chapter 5.

48 For a longitudinal analysis of the political determinants of aid specifically, see: Neumayer, E. 2003. ‘What
Factors Determine the Allocation of Aid by Arab Countries and Multilateral Agencies?’, The Journal of
Development Studies, 39(4), 134-147.
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dollar Dam Programme from 2001 and 2002 onwards.*® Given the close connections
between dam building and the rejuvenation of large-scale, capital-intensive irrigated
agriculture in Sudan, a flurry of Gulf enterprises followed in the wake of visiting
monarchs and scouted out possibilities for an updated version of the Breadbasket:
once again, the Sudanese government was offering its land, water and labour to outside
investors and hoping to capitalise politically and financially on the inflow of FDI and aid.
Some Gulf partners sceptically remembered the debacle of twenty years earlier and
withheld their cash. Those who did invest did so in part because the political imperative
was clear. Just as their support of the Breadbasket had been intended by Riyadh to keep
Nimeiri out of the socialist camp, so the funding of the dams and of Sudan’s Agricultural
Revival Programme sought to bolster the military and business wing of the regime that
came to power in Khartoum in 1989, marginalising the radical Islamists associated

with Hassan Al-Turabi who had been dominant in the 1990s. In more recent years,
Saudi support to Sudan, such as billions in concessional loans and bank deposits, for
the Sudanese regime has been instrumental to securing the continued engagement of
Sudanese troops in Yemen and Sudan’s breaking off ties with Iran in the wake of the
Saudi execution of Shia cleric Sheikh Nimr al-Nimr.%°

3.2 (Mostly) economic determinants

Bringing Sudan back into the Saudi-led fold of GCC states has proven a major driver
for Gulf aid, investment and trade. From 2007 onwards, it has been complemented as

a determinant of economic ventures by a dramatic spike in commaodity prices. When
Asian states banned rice exports and grain prices spiralled out of control a decade
ago, food riots broke out in several African countries and fears of a Malthusian crunch
returned to the Arabian Peninsula: a repeat of the 1970s seemed to be in the making.*'
The prospect of running out of food and water, and the associated risk of political
instability,%> compelled sovereign wealth funds and holding companies from Saudi
Arabia, Qatar and the UAE to aggressively move on international markets with a view to

49 Verhoeven, H. 2016. ‘African Dam Building as Extraversion: the case of Sudan’s Dam Programme, Nubian
Resistance and the Saudi-Iranian Proxy War in Yemen’, African Affairs, 115(461), 562-573.

50 Mohammed, B. 2015. ‘Gulf States Lend Sudan $2 Billion to Boost Foreign Reserves’, Bloomberg, 20 July,
https://www.bloomberg.com/news/articles/2015-07-20/gulf-arab-states-lend-sudan-2-billion-to-boost-

51 Runge, C.F,, and Runge, C.P. 2010. ‘Against the Grain: why failing to complete the green revolution could
bring the next famine’, Foreign Affairs, 89, 8-15.

52 Bellemare, M. 2015. ‘Rising Food Prices, Food Price Volatility, and Social Unrest’, American Journal of
Agricultural Economics, 97(1), 1-21.
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buying up or leasing productive land and concluding long-term agreements to secure
regular supplies.®® Soaring prices made the cultivation of previously marginal land
attractive again. The geographic proximity of the Horn, coupled with cultural similarities
and people-to-people familiarity in a number of cases, is an obvious pull factor for Gulf
investment in agricultural projects, especially in Sudan and Ethiopia.>* Saudi investments
are further facilitated by the returning Sudanese and Ethiopian diaspora, who frequently
start businesses on their return, drawing on their Saudi connections to find business
partners or investors.

Deradicalising Sudan and concerns about food and water security have therefore

been flanked as determinants of increased Gulf economic activity in the Horn by more
apparently commercial motives as well. Middle Eastern companies have taken up
important positions in the telecoms, banking and hospitality sector as well as opening
for-profit schools, launching mining operations and acquiring valuable real estate. Gulf-
owned enterprises have been central to this move. This presence is in part related to
improved macroeconomic management in many African states and reduced exchange
rate volatility and inflation.®® The much discussed 2010 report by McKinsey & Company,
Lions on the Move: The Progress and Potential of African Economies, has embodied this
recent period of newfound gusto about African markets (often referred to as Africa
Rising). Reports of an emerging middle class with greater than hitherto appreciated
purchasing power have underpinned this bullishness about economies such as Ethiopia’s
and Kenya’s and increased the buzz about investment in them. The claim is twofold.
First, the return on FDI in Africa is higher than anywhere else in the developing world.
Second, the gradual urbanisation of the continent will produce a permanent consumer
bloc that could revolutionise demand for foreign and African-made goods.*®

Consumer-facing industries, infrastructure and agriculture across the continent could
generate more than USD 2 trillion in revenue annually, which would turn the likes of
Ethiopia, Kenya and Sudan into African equivalents of Asian Tigers.* Interestingly,
McKinsey’s public and private work has not just been important in altering some
perceptions regarding (East) Africa’s investment climate, but also in drafting extensive

53 Keulertz, M., and Woertz, E. 2015. ‘Financial Challenges of the Nexus: Pathways for Investment in Water,
Energy and Agriculture in the Arab World', International Journal of Water Resources Development, 31(3),
312-325.

54 Verhoeven, H. 2012. ‘Sudan and Its Agricultural Revival: A Regional Breadbasket at Last or Another Mirage
in the Desert?’, in: Handbook of African Land- and Watergrabs, ed. Allen, T., et al. London: Routledge, 43-56.

55 Gulf support has been an important factor underpinning the stable exchange rates of the Ethiopian birr and
the Sudanese pound.

56 See also Mahajan, V. 2011. Africa Rising: How 900 million African consumers offer more than you think, Upper
Saddle River: Prentice Hall.

57 Consumer-facing industries are those selling directly to consumers rather than to businesses.
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reforms to do so in the Gulf as well, notably in close partnership with the office of

Saudi Crown Prince Mohammad bin Salman. It is widely understood that Riyadh’s

much vaunted (and criticised) Saudi Vision 2030, which aims to reduce the Kingdom'’s
oil dependence and diversify its economic base by entering into new international
partnerships (including with Africa), was strongly inspired by consultants of McKinsey.%®
Even if the main thrust of these reforms has little to do with the Horn and investments
into Africa rank below those envisaged in Asia and Europe, capturing even a fraction

of Saudi Arabia’s USD 2 trillion capital funds available to implement Vision 2030 would
result in a huge bonanza for any East African state.*

This trend of looking towards Africa to recycle some of the Peninsula’s petrodollars in
the form of investment has been further strengthened by the hundreds of thousands of
Ethiopian, Sudanese, Somali, and Eritrean professionals working in the Gulf. Many of
these — especially the Sudanese in Abu Dhabi, Eastern Saudi Arabia and Qatar and the
Somalis in Dubai — have been key conduits for advice and channelling capital inflows
from Gulf economies into their countries of origin. Moreover, diaspora returnees to the
Horn in the last decade have brought substantial savings with them from North America,
Europe and the Gulf, which has boosted domestic demand and led to the expansion of
the banking and services sector. Combined with years of sustained economic growth,
itself driven mostly by high commodity prices and expanding cities, this inflow has
bolstered the disposable income of a small but meaningful middle class in Addis Ababa,
Hargeisa, Khartoum, Mogadishu and Nairobi. For the first time since independence, a
group of people — perhaps 20 to 25 million across the Horn (if Kenya is included) — has
enough purchasing power to acquire some of the consumer goods that multinational
corporations, including Gulf based players in the aforementioned sectors, provide.
Whereas 30 years ago the number of potential customers, say, a profit-driven Emirati
investor would have counted was too limited to warrant the complex procedures of
setting up risky operations on the continent, today’s growing market size is changing the
cost-benefit ratio and bringing Kuwaiti telecom operators, Qatari property developers
and Saudi banks to the Horn. Many investments are further de-risked through the
political backing from their home governments they can potentially call upon.

By way of conclusion, it is worth highlighting that as important as these economic
motivations for augmented Gulf interest in the Horn are, they remain heavily dependent
on political backing by state governments. Few investors would dare to wade into
markets they still struggle to understand and navigate autonomously. Economic
considerations may be cited as a legitimating factor by Gulf entrepreneurs venturing into

58 Khashan, H. 2017. ‘Saudi Arabia's Flawed " Vision 2030", Middle East Quarterly, 24(1). The governments
of Kuwait, the United Arab Emirates and Qatar have published similar strategic plans directed towards
economic diversification.

59 Khashan, H. 2017. ‘Saudi Arabia's Flawed "Vision 2030", Middle East Quarterly 24(1).
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the Horn, especially in the case of agricultural projects, but the underlying business case
is often questionable. For agricultural (excluding livestock) projects, it should be noted
that 1) Gulf states are located on a major shipping route, and could reliably source from
other areas while hedging prices; 2) Horn states are food insecure, indicating difficulties
with food production in the region; 3) developing and operating large-scale farms in a
developing context takes significant expertise, which is not in abundant supply in most
Gulf states; and 4) returns on investment from such projects are rarely evaluated by
investing Gulf parties, making economic motives as a driving factor unlikely.®

3.3 Geopolitical determinants

A third, and currently the most crucial element, that brings Gulf capital to the shores of
northeast Africa is geopolitical. Developments like the Emirati and Saudi investments

in the ports of Berbera (Somaliland), Doraleh (Djibouti), Bosaso (Somalia) and Assab
(Eritrea), the ongoing Saudi support for Sudan’s ambitious Dam Programme and
promises of billions of Qatari riyals for agriculture, and light manufacturing and social
services in Darfur®' are all to be understood in the context of escalating rivalries
between Middle Eastern states and clashing identity paradigms.®? Two fault lines

are vital. First, the proxy war between Iran and Saudi Arabia (and to a lesser extent

the Emirates) is the main factor shaping the violence and diplomatic jockeying in

the contemporary Middle East.®® Riyadh is convinced that Iran seeks to undermine

the stability of the Gulf and encircle Saudi Arabia with Shia (or at least pro-Iranian)
regimes in Bahrain, Iraq, Lebanon, Syria and Yemen.®* King Salman and Crown Prince
Mohammad bin Salman are supported in this conclusion by de facto ruler Emirati Crown
Prince Mohammad bin Zayed who, like his Saudi peers, is convinced that Tehran is still
pursuing the revolutionary foreign policy it launched in 1979 when the Islamic Revolution
led by Ayatollah Khomeini toppled the shah. Africa’s eastern flank is an extension of

the battlefield of the Saudi-Iranian rivalry — Tehran and Riyadh each accusing the other

60 In practice, mainly Dutch, Israeli and Chinese investors have managed to develop successful productive
farms, though Chinese projects have at times been linked to unsustainable practices and environmental
degradation. Interview with an agricultural manager.

61 Doha acted for much of the last decade as the key peace mediator between the government and Darfuri
rebels.

62 For a good contextualization and theorization, see: Hinnebusch, R. 2016. ‘The Politics of Identity in Middle
East International Relations’, in: International Relations of the Middle East, 4th edition, ed. Fawcett, L.,
Oxford: Oxford University Press, 155-175.

63 Mason, R. 2015. Foreign Policy in Iran and Saudi Arabia: Economics and Diplomacy in the Middle East,
London: I.B. Tauris.

64 Cordesman, A., and Obaid, N. 2005. National Security in Saudi Arabia: Threats, Responses and Challenges,
Westport: Praeger.
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of seeking to use African allies to commit aggression against the other. Because the
Saudi ruling family sees Iran as an existential threat, no efforts are spared to counter
it. This has not only meant rallying Gulf Cooperation Council states (including Kuwait,
Qatar and UAE) to support the Saudi-led war in Yemen but also persuading Eritrea,
Sudan and Somalia through investments, loans and central bank to central bank
transfers to sign up to the pro-Saudi camp and keep Iranian ships out of the Red Sea.
Sudan'’s cutting of ties with Tehran in 2016, despite a previously close politico-military
relationship, should be seen in light of this as well as an attempt to enlist Saudi support
to delist Sudan from the state sponsors of terrorism list and (partial) lifting of the US
sanctions regime.®® In a similar vein, in previous years the port of Assab (Eritrea) saw
frequent Iranian traffic, but is now hosting Saudi and Emirati military presences and
Eritrean fighters are supporting the Saudi-led coalition in Yemen.®® The establishment
of Emirati and Saudi military bases across the Horn coastline could be seen in a similar
light, though the military significance of these bases, when completed, remains rather
limited.

The second defining geopolitical fault line is the enmity amongst the Gulf Arabs
themselves. Saudi Arabia continues to see itself as the unassailable regional hegemon
(and the voice of Sunni Islam globally) whose policies cannot be be challenged by
other actors in the region. Qatar and the UAE feel both capable of and entitled to an
independent foreign policy in which they pursue their own interests in and ideological
vision of the Middle East, North Africa and the Horn of Africa.®” Doha and Abu Dhabi
cannot match the sheer size and firepower of the Saudi armed forces, but by virtue

of their oil and gas wealth and nimble financial management have material resources
that put them in the same league as Riyadh, even if they are not quite equals. Emirati
and Qatari aid and investment into the Horn is thus driven by the same geopolitical
objectives as that of their Saudi friends-cum-rivals: commercial projects are meant to
consolidate political relations and gain greater influence in regional politics; any profit
they might yield is a welcome bonus but not an expected outcome.

This rivalry was mostly hidden from outsiders, but dramatically came to the fore when
Saudi Arabia, the UAE, Bahrain and Egypt imposed a sweeping embargo on Qatar in
June 2017, seeking to force Emir Tamim bin Hamad Al-Thani to either altogether ditch
Qatar’s independent foreign policy in Africa and the Middle East or to be ousted by an
internal coup. The embargo has so far failed to bring about either of these objectives,

65 Verhoeven, H. 2016. ‘African Dam Building as Extraversion: the case of Sudan’s Dam Programme, Nubian
Resistance and the Saudi-Iranian Proxy War in Yemen’, African Affairs, 115(461), 562-573.
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The United Arab Emirates. Power, Politics and Policymaking, London: Routledge.
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but it has led to severe economic stress in Qatar and is likely to have a negative impact
on Qatar’s financial and diplomatic ability to project influence and power across the

Red Sea. The Eritrean government has already decided to side with the Saudi coalition,
breaking off ties with its former main economic partner and financial supporter.®
Muhammad bin Salman’s aggressive posturing — complemented by an internal
centralisation of power as evidenced by the dramatic developments of November 2017 —
sends a clear warning to potential other contenders for regional hegemony. Although the
Saudi-Emirati alliance appears solid for the time being, the core interests of Saudi Arabia
and the UAE are not always aligned, including in Yemen®® and in the Horn of Africa,

as demonstrated when Somalia President Mohamed Abdullahi Mohamed Farmaajo
lobbied its backer Saudi Arabia to prevent a UAE military base from being established in
Somaliland.” The two countries thus may risk clashing in the near future as well. Such
structural geopolitical tensions should temper the buoyant investment bulletins sent into
the world by McKinsey and others.

3.4 Religion as a determinant of aid, investment and trade?

A frequent question in the context of Gulf foreign policies broadly and economic
engagement with the Horn specifically is that of the perceived influence of (religious)
ideology in shaping partners, motives and instruments. As discussed earlier, both

the Arabian Peninsula and the Horn of Africa have deeply religious populations; that
monotheistic traditions originated in this region remains important today as a source
of pride and self-identification. Many ordinary people reject any in their eyes arbitrary
separation between religion and politics and believe strongly that power must be
religiously sanctioned, or, at the very least, that public officeholders must respect the
core tenets of society’s dominant faith. This is most evident in the central position
occupied by the Al Ash Shaykh — the leading family in the Wahhabi clergy — in Mecca
and Medina: the monarchy and the u/lema depend on each other for the political,
economic and societal power, a pact at the heart of state formation and consolidation

68 UN Monitoring Group on Somalia and Eritrea. 2011. Report of the Monitoring Group on Somalia and Eritrea
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in Saudi Arabia.” Yet elsewhere too religion and politics continue to entwine. The rulers
of Qatar and the UAE reject Western interpretations of liberal electoral democracy

by arguing that their form of governance is derived from the Islamic concept of shura
(consultation), which holds far greater legitimacy in the eyes of their subjects.” This is
also true in the Horn of Africa. Generations of Ethiopian leaders have sought symbiotic
relations with the Ethiopian Orthodox Tewahedo Church and continue to don themselves
in the Orthodox symbolism of power and legitimacy. Even though the current EPRDF
government is officially secular, its interpretation of Ethiopian nationalism is infused with
Orthodox narratives and the Tewahedo Church remains primus inter pares in Ethiopia’s
religious landscape.” Sudan has been ruled since 1989 by a military-Islamist regime
which saw the Islamization of society — specifically, the functioning of the market, the
educa