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WHAT ARE OUR BUSINESS CHALLENGES
2017-2020?
[Rountable Discussion]

CEO Club in cooperation with DVK Consultants who sponsored the event organized the
following roundtable discussion on the 14th of November 2017.
The initial presentation of the Challenges by the rapporteurs as well as the views and
comments of the participants are presented in the present paper.
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OUR OBJECTIVES
Our objective is twofold:
I.
To do current business better and prepare for survival and growth in the near future.
II.
To prepare for the difficulties and challenges of doing business that are in front of us.

There are 3 types of CHALLENGES:
1. The Unstable International Environment
2. Our Direct Environment
3. The Way That We Do Business

1.

THE UNSTABLE INTERNATIONAL ENVIRONMENT

“We seem to be living in the riskiest moment of our lives, and yet the stock market seems to be napping. I
admit to not understanding it”.
Richard H. Thaler,
the University of Chicago professor who recently won the Nobel Prize in Economics.

W

e live here in an Oasis of Peace, Prosperity & Security.

“In the Middle East, the UAE is the absolute champion of nation brand management. It is the world’s third
most powerful, coming behind only Singapore and Switzerland, and the most valuable as well as fastest
growing nation brand in the region”.
Andrew Campbell,
Managing director of Brand Finance Middle East.

It is difficult to understand that all around in the World there is friction, instability & violence.
This to an extent is also affecting business.
The most important anticipated event for us is not the instability of the World, for which we can do very
little but the big Financial Crisis, that all Economists anticipate and most consider overdue.
We are passing now the third longest period between crises since 1850. A bull market is booming.
There is a big bubble that everybody anticipates it will burst but nobody knows when.
Most expect it is not later than 2018. There is an obvious systemic risk that will affect us all.
The IMF just stated that the Global Public Debt has reached 135 trillion dollars. The figure is staggering, it
is about twice the size of the World’s yearly GDP, and this is only the Public Debt.
Equally worrisome is the fact that as TMX reported “France run out of money on November 9, Italy is to
follow on November 26 and Britain will do so on December 7. Only Germany, Sweden, Malta and Cyprus
have cash enough to last them until the end of the Year”.
What that really means is that most of the European States have already spent all this year’s income from
taxes and any other source and they will live from now on until the end of the year by State bonds that
will be bought by the Central Banks by the cartloads.
It is of course a question of continuing big deficits. There is no solution in sight. All this money made
available by Central Banks results in a money supply that created a huge bubble in many areas.

The image 1 attached in the appendix A, compiled by the respected and savvy Financial expert, Investor
and Economist John Mauldin, makes clearly the point:

Further to the above another type of warning about the coming financial crisis is shown in the image 2 of
the appendix A

S

tock market bubbles burst when 90% is exceeded. We are at present, at 94%.

The big 1929 crisis happened at 97%, the dot.com happened at 100% and the 2008 one, happened at 96
%. It is up to anyone’s imagination, when the next one will happen, but it is likely to be soon. We will be
lucky if the whole of 2018 will pass without the financial crisis erupting, but nobody can guarantee that,
on the contrary, most economists are worried.

2. OUR DIRECT ENVIRONMENT
(THE REGIONAL & LOCAL)
This is centered on one principal parameter. The price of Oil.
The price of Oil is not going to recover significantly. The volume of money generated by Oil exports is
significantly diminished and it will stay that way.
Who is winning the oil market-share war?
Numbers do not lie. A closer look at the oil production of both USA and KSA over a period of one year
since OPEC's oil output deal in Nov. 2016 tells us who is really winning the oil market-share war.
Saudi Arabia:
Saudi Arabia's oil production fell by approximately 400,000 bbl per day from 10,406,000 bbl/day in Oct.
2016 to 10,000,000 bbl/day in Oct. 2017,
USA:
On the other hand, US crude oil production grew by approximately 1 million bbl/day from 8,681,000
bbl/day in Nov. 2016 to 9,645,000 bbl/day in Nov. 2017.
Saudi Arabia is cutting its oil output to drive oil prices up, while US oil producers are pumping more and
the upward movement in oil prices will drive more USA producers to pump oil and gas for export.
Prices will stabilize at a level below what the Arab producing nations need to balance their budgets.

T

hat means that Oil producing nations in the region will continue to have deficits in their State budgets

and must reduce expenses finding alternative sources of income. This is going to affect the whole area,
even Dubai, that has not, thankfully, an Oil based Economy, thanks to the wisdom of its Leadership.
The way that GCC are protecting themselves financially is through increased corporate debt sales both in
the form of Sukuk and Bonds.
The first three quarters of 2017 Sukuk issuance reached $ 6.8 billion as opposed to $ 2.8 billion during the
same period of 2016. This is about half of the total debt issuance of $ 12 billion for the first three
trimesters of 2017 which is expected to reach about $ 20 billion for the whole of 2017.
The GCC needs to spend $ 120-150 billion per year annually on infrastructure and must refinance $ 23.6
billion between 2017-2019.
S&P analyst Tommy J. Track sees external risk, energy subsidies and tax reform as the key issues in the
GCC area.
Even Dubai, which is not directly dependent on Oil and has the most diversified Economy in the Region is
indirectly feeling, thankfully to a very small extent, the diminution of consumption and trade, due to the
economic weakness of the other Countries in the region.
The 2020 World Expo preparations, ensure that construction will be a strong locomotive for the Economy
and Dubai is planning other expo activities that will conserve the economic momentum.
Dubai has correctly perceived that its Economy must go past the Construction phase and the DIFC growth
is proof of it. The investments in high technology are also the guarantee of a great future for the Dubai
Economy.

A

bu Dhabi is increasing its industrialization and Dubai is becoming the center of technological

innovation and Finance, like very few in the World. These decisions are salutary but they need time to
mature. UAE is anyway much better off than most Countries in the World.
The Countries in the region, in their efforts to maintain the standards of living and in order to cover the oil
created income gap, must find other sources and the main one is taxation.
The recent VAT introduction and the duty on soft drinks and tobacco are implemented to balance the
budget. Those measures will affect businesses in various ways.
It has to be understood that they are necessary and that they will stay.
Who is winning the oil market-share war?
To repeat the argument, numbers don't lie. A closer look at the oil production of both USA and KSA over a
period of one year since OPEC's oil output deal in Nov. 2016 tells us who is really winning the oil marketshare war.
Saudi Arabia:
Saudi Arabia's oil production fell by approximately 400,000 bbl per day from 10,406,000 bbl/day in Oct.
2016 to 10,000,000 bbl/day in Oct. 2017,
USA:
On the other hand, US crude oil production grew by approximately 1 million bbl/day from 8,681,000
bbl/day in Nov. 2016 to 9,645,000 bbl/day in Nov. 2017.
Saudi Arabia is cutting its oil output to drive oil prices up, while US oil producers are pumping more and
the upward movement in oil prices drive is self-explanatory:
More wells will be activated in the USA, because the rise in price will make them profitable and the price
will drop again and stabilize where it will not be high enough for MENA producers to balance the State
budgets.
Deficits will continue in the State Budgets of the Oil producing States.
This, to a significantly lesser extent, affects also the UAE.
The result can be seen in the image 3 of Appendix A.
The important thing to notice is that the UAE are steadily drawing away from an Oil exports depending
Economy, with Dubai leading the new Economic Model.
Image 3 of appendix A
It must be noted however that, since image 3 was published the UAE introduced and decided for a
balanced State budget for 2018.

W

e have to accept that is up to our businesses to adapt to the new realities. The State will act

responsibly and find the money to look after the prosperity and care of its citizens but it is our
responsibility for our businesses to thrive. We cannot expect everything from the State.

3. THE WAY WE DO BUSINESS
The three principal local challenges:
1. Financial & Economic adaptation
2. The rapidly changing nature of the Customer
3. The Technological challenge.

1. Financial & Economic adaptation
The above economic conditions will not only affect the bottom line. They will fundamentally affect the
way of doing business and particularly the Financial and Economic core of the business, the Cash Flow.
Invoices are paid with a few months delay. VAT must be paid one month after the invoice is issued. That
means that working capital must be increased by a multiple of 5% of the current working capital level. If
the average payment delay of an invoice is 5 months then the working capital has to be increased by 5% x
5 months = 25%, a very important sum that companies have to examine how to handle from now. That
depends also on the payment arrangements with the suppliers and some percentage of the VAT burden is
born by them but this depends on added value and other, particular to the specific company factors.

T

here are additional constraints. Companies in the GCC are granting less salary increases to their

employees in 2017, with just 25 percent of companies in the UAE issuing pay rises to less than half of their
employees, according to a recent report by advisory firm Korn Ferry Hay Group Middle East.
According to Korn Ferry, the Gulf is currently facing slow growth triggered partially by the uncertainty of
Value Added Tax (VAT), low oil prices and inflation. The report revealed 30 percent of companies issued
pay rises for a select group of employees compared to over 75 percent of companies between 2009 and
2014.
The good news is that employment overall continues to grow.
All this indicates that a deep reappraisal of the ways that Companies conduct business is needed.

2. The rapidly changing nature of the Customer
The Customer/Consumer changes in every type of business.

T

he two principal reasons are that money is getting short while Customers are saturated with

information.
The best way to address the shortness of money is not to start offering “cheaper” but to give the
Customer the perception that he is getting more value for money. This is valid whether you sell cement, a
health service, corn flakes, garments etc. Customer expectations of Brands and Companies has changed.
That means that we must understand the changing nature of our Customer.

3. The Technological challenge - Going Digital
It is a State decision that all Dubai will go digital. This is the only way to survive and prosper in view of
the 4th Revolution, but it carries strong demands from the Companies operating within the Area.
Technological disruption is now an inescapable reality, and the factors that define successful strategies
have completely changed. Technology companies are not the problem, they are a symptom. And what

businesses in every sector need to understand is that managing as they have done for the last 20 years,
despite the changes in the context of their industries, is a losing game.
Digital disruption will reshape business in one fashion or another and we must find a way to embrace
these changes.
Going digital is not like installing new machinery or introducing a new product. Going digital requires
being open to reexamining your entire way of doing business and understanding where the new profit
centers lie.
Understanding emerging growth sectors and/or fading products or processes requires a commitment to
recognizing the implications of developments in the business environment that digitization presents and
evaluating opportunities or threats.

T

he first move to going digital is understanding the present and potential level of digital culture in the

Company. This is the only valid measure to indicate how fast you can digitize and how to go about it.
At the same time, being digital means understanding the rapidly changing nature of the customer and the
amazing revolution in customer behavior. That means understanding how customer behaviors and
expectations are developing in your business.

A note of caution. Business Software is often used at scales it was never intended for. Software Packages
are often combined and configured in ways never intended.
All this may seem mostly harmless until a new release is pushed.
You hear a lot about IoT, AR, Al and the rest.
Please note that at the present stage of technology the IQ of the best AI application which is Google’s AI,
has less IQ than a six-year-old child.
We have to wait sometime for the kid to grow!

B. WHAT IS A BUSINESS MODEL AND WHY IT MATTERS IN OUR DISCUSSION?
The Business Model of a Company determines its life or death.
Any business enterprise is based on a business model i.e. a representation of how an organization makes
money. Michael Lewis refers to the phrase business model as “a term of art.” And like art itself, it’s one of
those things many people feel they can recognize when they see it (especially a particularly clever or
terrible one) but can’t quite define.
What is business model innovation and Why it is so difficult to deliver growth in an existing business
model?
Research has showed that:
a. There is a lack of definition owing to the fact that very little formal study has taken place into the
dynamics and processes of business model development
b. Few companies understand their business model well enough, its interdependencies, its strengths
and weaknesses.
As a result, companies do not understand when and how to leverage their core businesses in addition to
the fact that their management does not have the time to reflect on those issues,
being fixated to the changes in the quarterly results and the corresponding bottom line.
Business Model Innovation demands neither breakthrough technology nor the creation of a brand-new
market. It typically requires more investment in management time, attention and analysis.
One of the objectives of business model innovation is to question many of the key decisions and
assumptions on the way business operate, to identify points of leverage, hence unlock new value while
reducing/eliminating waste.
It is hard but it must be done and it must be done now.
Reappraise your Customer. Are you suitable for him? Is he suitable for you or is he there by force of
habit?
Reappraise your procedures, structures and systems. Do they fit the new technological revolution or they
are obsolete?
Reappraise your products. Do they have a future?
Reappraise your employees. Are they all suitable for the present and the near future? Are their skills and
training up to date?
The business model innovation is not the product per se, but all of the dynamic mechanisms which
surround the product both before and after sale which together make it more attractive to the final
Consumer.
“In the end, the real opportunity may be to shift the focus from technology and product innovation to a
different, more powerful, form of innovation: institutional innovation. By rethinking the roles and
relationships of large numbers of independent entities, we might be able to generate innovation-driven
ecosystems that will change the way we pursue product and technology innovation.”
John Hagel,
(Management consultant, author, speaker, and entrepreneur)

To see past of What Is to What Should Be, Companies need a roadmap:
a. Think how you can satisfy a real Customer who needs a job done
b. Lay down the blueprint on how your company will achieve this at a Profit
c. Compare this new model to your existing one to see how far you need to go to capture the
opportunity

The Constituent Elements of the Business Model and its business implications
To help you understand better your Business Model here is the following Scheme:

Every Company operates according to a business model. The above four elements in the graph form the
building blocks of any business. The Customer Value proposition and the Profit formula define the value
for the Customer and the Company respectively; while Key Resources and Key Processes describe how
this value will be delivered to both the Customer and the Company.
As simple as this framework may seem, its power lies in the complex interdependencies of its four parts.
A Business Fitness Test, will query the fundamentals, on which the current business model is based on,
and forgotten in the mists of institutional memory; yet survived in the rules and norms put in place to
protect the status quo.
Questions need to be asked as to What kind of decisions are being made, When by Whom and Why.
Business model innovation will create internal Company resistance but also excitement. The status quo
should undergo constructive skepticism. Old assumptions should be reviewed and scrutinized.
It is impossible to overstate how easily businesses can become hostages of their own success, looking to
the past for the keys to their future.
Our experience at DVK Consultants has showed us that a Business Fitness Test will result in:
● drastically improving the productivity & efficiency of the current business operations through
application of pragmatic solutions, as well as,
●

become the starting point of prioritized action of the top-leadership with regards to, the
evolution of the current business model to its future, step-change, iteration, necessary for the
continuation and profitable growth of the business. This will be achieved through a set of, timely
implemented action plans, based on a jointly agreed upon roadmap.

As a closing remark, truly transformative businesses are never exclusively about the discovery and
commercialization of a great technology. It is based on a powerful business model. This is exactly what we

have observed with Apple, Amazon, Uber etc. The successful business models that brought us up to
almost the closing of the 20th century are no longer valid. We have reached an important turning point
where success is defined by our ability to learn (and unlearn) more rapidly.

“I think historically where we fail is when we back technology. Where we succeed is when we back new
business models”
Bob Higgins, Venture Capitalist & Investor

C. THE ROUND TABLE DISCUSSION FOLLOWING THE DVK PRESENTATION
The members present in the discussion made the following observations:

Mme Sarah Dong
The purpose of the present roundtable is to gather thinkers and industries leaders together to discuss
current issues and, through structured brainstorming, examine the solutions for the emerging challenges
to enable all to participate in a better sharing future.
This effort is a success already!
From CEO Clubs community to beyond, we must strive to collaborate and utilize expertise and resources
efficiently in a rapidly changing economy.

Dr. Raza Siddiqui
Dr. Raza pointed out the great potential that Dubai and the whole UAE have as provider of Health Care
services to residents and visitors seeking medical treatment.
Health Care can become a major income generator for the Area if it is made a destination.
A Hotel room and a Hospital room cost both about ½ million dollars but a hotel room generates an
average of 250.000 Dirhams income per year while a hospital room generates income of
about 2.000.000 Dirhams per year
Of course, both technology and skill requirements are higher in the Medical operations vs. the hotel
operations but the returns are better and there is room for investment in the area.
The challenges are:
Quality-no compromise
Insurance-coverage
Technology-optimization and maximization
Price
300.00 persons are visiting yearly for medical reasons.
This can increase to the benefit of the whole Dubai Economy
Thailand is a good example of an alternative strong Health Care Economy.

Mr. Iftakhar Asfi
The investment in Health Care increased threefold in comparison to five years ago but there was no
proportional increase in the number of patients.
That results in a drop of profitability.
A good capital base is necessary as cost cutting compromises the quality of the service.
There is a lot of duplication in Health Care .
There is a need for coordination of the Health Care system to embrace all the Emirates.

Mr. Bohdi Brandes
The main issue for our line of industry is revenue volume.
Additional issues are the increase of costs due to regulations.
It is understood that the Government needs income but too many regulations make the Business
environment unnecessarily bureaucratic.
SMEs go through difficult times and have tight budgets that do not allow them fast growth.

Mme Sandi Saksena
On the basis of her experience because Mme Sandi Saksena lives in Dubai since 1996
she made the following points:
A. Insurance.

B. Initially there was a lack of understanding or appreciation in the UAE for insurance and the
insurance sector was hardly regulated. That resulted in various visitors calling themselves
“investment specialists” to abuse the customers. Today the market is better 'self'-regulated and
customers have avenues to complain and action to be taken
C. We have stringent KYC and Money Laundering guidelines put in place by the UAE and more by the
international product providers to meet international standards. Most reputable Insurance
brokers have to pass the Anti Money laundering test every year or face de-authorization and
monetary fines.
We have internal compliance to safeguard customers as well
By 2000 Shariah Compliant/Takaful products were introduced and soon Life Insurance was the flavor of
the time as there was a Shariah compliant certificate that declared t was halal!!
The growth of the SME sector has brought in its own set of problems which proved beneficial to the
Insurance market.
Business Interruption, Loss through fire, third party abilities, and a slew of other problems saw many lose
their money their livelihood, spend time in jail and deportation.
The Insurance industry responded with a slew of Insurances specifically for the SME sector where even
'smaller' businesses such as beauty salons, small restaurants etc are also covered for a variety of issues
The Real Estate market has again provided opportunities for growth in Life insurance and Critical Illness
insurance linked to Mortgages
Property related insurances have also seen a surge and with every 'Towering' Inferno the demand has
risen.
Health Insurance there was time when I heard “logical” of analysis of why this was waste of money the
same people are back quietly taking the cover.
I would like to add that while medical insurance for everyone is mandatory there are many options
available to suit people's budgets
* Anyone insurance person selling medical insurance has to now be licensed by the Dubai/Abu Dhabi
Health Authority.
I have to pass this exam EVERY year and pay AED1,000 every year to renew my license to sell. I am issued
a PINR number which must be quoted on every medical insurance I sell. If this is not valid I do not receive
any commission!!
International companies maintaining a growing presence on the region has led to the larger group
medical insurances and there is a steady growth in
Employee Benefits
The majority of UAE employers (72 percent) in 2017 think voluntary benefits are a cost-effective way of
ensuring that employees’ diverse needs are met.
The important question here is how to ensure that the optional benefits employers are offering are the
type of benefits that actually appeal to their employees. To address this dilemma, the EBTS looked to
uncover what benefits are the most sought after by UAE employees (including whether they would be
happy paying part of the benefits, or all of it).
A detailed survey found that demand for benefits that require the employee to bear 100 percent of its
cost did not fall much when compared to the demand for benefits that require employees to pay part of
its cost.

If the customized employee benefits are designed to cut costs for the employer, as well as address
employees’ concerns and needs, there is double the reason for offering benefits selections that the
workforce will value.
Key among the findings is catering to the diversifying needs of the workforce through voluntary benefits.
The study found that there is growing interest in customized offerings, and this is fortunately being
matched with a growing willingness by employees to fund their benefits to meet their unique needs and
circumstances.
2. Law
Wills of foreign nationals can now be registered (previously ONLY notarized) in the DUBAI COURTS
(Not other Emirates). Law No 15 of 2017 was issued recently whereby non- Muslims can register
wills in Dubai Courts in English according to their own wishes. This will increase confidence to
invest in Dubai.
The development of the new standalone Bankruptcy Law, further developments in Real estate Law and
the legal development of DIFC Courts, shows that Dubai ismoving forward!!
The key points of the new Bankruptcy Law which will promote confidence in the UAE market is the
promotion of business rescue, the decriminalization of bankruptcy, stay of proceedings for bounced
cheques and the new AED 100,000 minimum threshold and debtor notification requirements for
creditor-led bankruptcy.

Dubai promotes itself as an arbitration friendly jurisdiction. There are two main institutions for
arbitration in Dubai, the DIFC-LCIA and DIAC. The Arbitration procedure is often quicker in time scale,
whereas litigation in the UAE can be a lengthy procedure. Use of English Law (Common Law) in DIFC
courts is beneficial to both parties. The fact that proceedings in DIFC Courts are conducted in English
rather than Arabic is preferred by foreigners. Often common law is preferred to the certainty it provides
due to its use of precedent.
However it is important to note that DIFC Courts do not have jurisdiction to deal with criminal and family
matters. Furthermore any dispute in relation to property in Dubai mainland cannot be dealt with in the
DIFC courts.
The UAE maintains a strong Anti-Money Laundering (AML) system in an effort to protect against the
possibility of money laundering and terrorist financing. On July 29, 2004, the UAE strengthened its legal
authority to combat terrorism and terrorist financing, by passing Law No. 1/2004, Decree on combating
terrorism offences..
Rule of thumb
Spend your money wisely.
The internet cannot replace a law degree that takes a minimum of 3 years to get
Legal documents are not one size fits all
You need more than the basic document you get when you start a company of when you employed,
employ etc.
Like Insurance and Medicine Law has been around for centuries and will continue to play a vital role in our
rights and finances. Innovation will deliver the laws, and access to legal services in a multitude of ways.

Mme Alexandra Timotheadi
DIFC - This Center is one of the strong assets of the Dubai Economy.
It suffers a little from over regulation and the Capital necessary to form a certain type of Company has
been successively raised and now is 1 million USD.
The Center is trying to find equilibrium in various aspects of its mode of operations and it is expected that
in a couple of years it will find the way.

There are lots of opportunities.
There are a lot of high net worth people that, because of tax pressures in their Countries, move here.
The proximity of Dubai to East and West Business Centers works positively for the establishment of
Business here.
Answering a question about bitcoin Mme. Timotheadi expressed her reservations because of the high
volatility of it.
Geopolitically Dubai can become the big winner financially as a peaceful and well-run State in the Area.

Mr. Anastasios Sitsas
The present business of his Company is Tobacco. Manufacturing is in RAK .He expressed the belief that
Tobacco will continue to be a productive industry ,fulfilling an enjoyment need of people many times a
day.
Revenue from Tobacco business will grow.
The diversification plans of his Company are to extend in the coffee and tea areas with relevant products.

The problems of his Company are the introduction of VAT and a lot of fines for compliance to regulations
that are made fast and do not give time to business to adjust and comply.
Speed of Law is a brake to Business
Factories stop working for many days because of lack of information and clarity of Laws and Regulations.

Mr. Jason Moore
The Economy of Dubai is based on SMEs
Their internal problem is lack of differentiation in the products and/or services offered
For everyone running a business in the Area there are 199 competitors!

Mr. Panos Manolopoulos
CONLUSIONS
The conclusions of this roundtable meeting were that, the hot points to watch for Businesses in 2018, are
the following:
A. VAT It will greatly affect the cash flow of Businesses. In view of the widespread custom of delayed
payments, Businesses will have to increase considerably their working capital. On the same time
Banks do not finance SMEs as much as their needs require.
B. The International Financial Data indicate that a Financial Crisis is approaching. While it is hoped
that it will happen after 2018 there is no certainty on this and avoidance of financial
overextension is recommended.
C. The speed of new Laws and regulations introduction in UAE is high. This results to the Businesses
being unable to adjust and results in them paying significant fines for not timely Compliance.
Over regulation of Business is becoming a brake to Business developments.
D. Health Care. This is an interesting sector with international patient’s attraction potential. The
sector is also linked to life insurance that is gaining momentum in the UAE.
A fivefold increase in Health Care investments resulted so far in only a threefold increase of
income with a reduction in profits as a result because quality cannot be compromised.
There is a need for coordination of Health Care services to become homogenized throughout the
UAE.
E. SMEs There is not enough revenue generation for SMEs in relation to their potential. This is due
to the strong completion between SMEs. Most of them propose the same product or service to
the same clientele.
F. Digitization. Digitization is necessary for businesses to continue to function. Digitization should be
carefully designed before embarking into it fully and it should be done in steps commensurate
with the Company’s ability to absorb it and use it productively.
G. The 4th Industrial revolution is affecting the present Business Models that need to be redesigned
drastically to ensure Business survival and growth in the coming years.
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